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Important information 

For professional use only 

The services and products described in this communication are only available to professional clients as defined in the Financial Conduct Authority's Handbook. This 
communication is not a public offer and individual investors should not rely on this document. Opinion and estimates offered constitute our judgment and are subject to change 
without notice, as are statements of financial market trends, which are based on current market conditions. We believe the information provided here is reliable, but do not warrant 
its accuracy or completeness. 

PIMCO Europe Ltd (Company No. 2604517), PIMCO Europe Ltd, Amsterdam Branch (Company No. 24319743), and PIMCO Europe Ltd – Italy (Company No. 07533910969) are 
authorised and regulated by the Financial Conduct Authority (25 The North Colonnade, Canary Wharf, London E14 5HS) in the UK. The Amsterdam and Italy Branches are 
additionally regulated by the AFM and CONSOB in accordance with Article 27 of the Italian Consolidated Financial Act, respectively. PIMCO Europe Ltd services and products are 
available only to professional clients as defined in the Financial Conduct Authority’s Handbook and are not available to individual investors, who should not rely on this 
communication. | PIMCO Deutschland GmbH (Company No. 192083, Seidlstr. 24-24a, 80335 Munich, Germany) is authorised and regulated by the German Federal Financial 
Supervisory Authority (BaFin) (Marie- Curie-Str. 24-28, 60439 Frankfurt am Main) in Germany in accordance with Section 32 of the German Banking Act (KWG). The services and 
products provided by PIMCO Deutschland GmbH are available only to professional clients as defined in Section 31a para. 2 German Securities Trading Act (WpHG). They are not 
available to individual investors, who should not rely on this communication. 

(Presented in Cyprus) 
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Biographical information 

Paolo Gazzola, CFA 

Mr. Gazzola is a vice president and account manager in the London office, focusing 
on institutional client servicing. Prior to joining PIMCO in 2011, he worked at UBS 
New York, in the investment banking division. Mr. Gazzola was previously an 
associate director at Fitch Ratings London, where he covered project finance and 
structured bond issues. He has 10 years of investment experience and holds an MBA 
from the University of Chicago Booth School of Business and from Fundaçao Getulio 
Vargas.  
He received an undergraduate degree from the Università Ca’ Foscari of Venice. 

Yiannis Repoulis, CFA 

Mr. Repoulis is an executive vice president and an account manager within PIMCO's 
financial institutions group in the Munich office. He is responsible for insurance 
company (general account) client servicing. He joined PIMCO's London office in 
1998 to focus on the development of European client servicing. In 2005, he 
transferred to Munich to initiate client servicing efforts out of Germany. Prior to joining 
PIMCO,  
Mr. Repoulis was with EFG Private Bank. He has 19 years of investment experience 
and holds an MBA from the Kellogg Graduate School of Management at 
Northwestern University. He also holds a master's degree in international political 
economy and a bachelor's degree in economics from the London School of 
Economics. 
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Agenda 

!mk_Global_Funds_std 

1.  PIMCO’s Secular Forum: Themes and outlook 

2.  Where do we see value today? 
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PIMCO overview 

asst_20_EUR 

History People 

!  Founded in 1971 

!  Investment solutions include fixed 
income, equities, alternatives and asset 
allocation 

!  Assets under management: € 1.48 
trillion 

–  € 1.11 trillion in third-party  
client assets 

–  Full complement of vehicles to meet 
client needs (mutual funds, separate 
accounts, LPs, ETFs) 

Global presence 

  As of 31 March 2015 
  SOURCE: PIMCO 
  Effective 31 March 2012, PIMCO began reporting the assets managed on behalf of its parent’s affiliated companies as part of its assets under management.  

Employees   2,444 

!  Investment professionals  775 

!  Technical and support   1,669 

!  Collaborative team-oriented approach 

Highly experienced  Avg Yrs  Avg Yrs  
 Experience  at PIMCO 

!  All investment  
professionals  14  6 

!  Senior professionals  19  9 

       Offices Investment 
Professionals 

Amsterdam 2 
Hong Kong 15 
London 142 
Milan 3 
Munich 64 
New York 128 
Newport Beach 349 
Rio de Janeiro 7 
Singapore 12 
Sydney 14 
Tokyo 31 
Toronto 4 
Zurich 4 
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PIMCO’s Secular Forum:  
Themes and outlook 

1. 
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Top-down themes 

  SOURCE: PIMCO 
Refer to Appendix for additional investment strategy, outlook and risk information. 

Annual secular forum 
(3–5 year outlook) 
 

Quarterly cyclical forum 
(6–9 month outlook) 
 
!  G-3 / Emerging Market inflation 

and GDP forecasts 

!  Fine tune the secular outlook 

!  Sector allocation ideas 
!  Interest rate direction and volatility 
!  Exchange rate expectations 
!  Credit trends 

Output: Themes that guide portfolio construction 

Global_advantage_review_22_euro 

!  Assess long-term trends: 
demographics, political factors, 
globalization of trade and capital, 
productivity / technology 

!  G-3 / emerging market inflation and 
GDP forecasts 

!  Fine tune the secular outlook 
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Why are we here? 

!  To look ahead over a 3-5 year horizon 

!  To discuss major economic, financial, and geopolitical themes 

!  To come up with a baseline, scenarios, and assess the balance of risks 

!  To provide a framework for our cyclical deliberations 

!  To derive medium-term guard rails for our investment strategies 

The Secular Forum provides the concept, the construct, and the compass to 
navigate global markets over the next three to five years 
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Key themes going into the Secular Forum 

Energy 

Banking System 

Inflation & Monetary Policy 

Geopolitics 
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To help us discuss all this 

PIMCO 
Secular 
Forum  
2015  

Leon Panetta 
Secretary of Defense 
2011-2013, Director CIA 
2009-2011, Chief of Staff to 
President Clinton 1994-1997, 
Director of OMB 1993-1994, 
Member of Congress 
1977-1993:  
The World is a Dangerous 
Place: What does this mean 
for the global economy? 

 

Dr. Gary Gorton 
Yale School of 
Management, Frederick 
Frank Class of 1954 
Professor of Management 
and Finance, Consultant 
AIG Financial Products 
1996-2008, Member NY 
Fed Financial Advisory 
Roundtable:  
Shadow Finance in a 
Post Crisis World 

      Dr. Anat Admati 
George G.C. Parker Professor 
of Finance and Economics at 
the Graduate School of 
Business, Stanford University, 
Time Magazine 100 Most 
Influential People of 2014: 
What’s Wrong With Banking 
and What to Do About It 

      Dr. Daniel Yergin 
Founder of Cambridge Energy 
Research Associates, Vice 
Chairman, IHS, Pulitzer-Prize 
winning author:  
The Global Energy Landscape, 
Economic Linkages, and 
Geopolitical Relations 

      Jean Claude Trichet 
President of the European Central 
Bank 2003-2011, Chairman Group 
of Thirty (Washington), Chairman 
European Group of the Trilateral 
Commission: 
Where do Central Banks go 
from here, in the medium term? 

  Refer to Appendix for additional outlook information. 
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2015 Secular Outlook: Where we have come from 

PIMCO 2006: 
“Stable Disequilibrium” 

PIMCO 2009: 
“New Normal”        PIMCO 2014: 

�The New Neutral”� 
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Inflated growth 
vulnerable to 
sudden adjustment 

Multi-year deleveraging 
and slow growth in 
developed world, while 
emerging outperforms 

  
Convergence of growth to slowing 
trend trajectories. 
Overhang of global leverage will 
constrain policy options. 
A ‘New Neutral’ policy rate for 
central banks and slow 
normalisation to that destination. 

2005   2006   2007   2008   2009   2010   2011   2012   2013   2014   2015   2016   2017   
2018   

“PIMCO is sticking with the New Neutral as a natural evolution of the New 
Normal describing the investment landscape over the next 3 to 5 years” 
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The New Neutral Revisited:  
A cautiously optimistic view of 
the world 
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The “left tail of deflation” has been clipped by 
central banks 

  As of 15 April 2015. 
  SOURCES: PIMCO, Bloomberg, GPIF, IMF World Economic Outlook. 
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The global economy is learning to “live with” 
leverage 

!  Thanks to low interest rates and the replacement of private debt with  
public debt 
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US non-financial debt as % of GDP 

  As of 31 December 2014 (latest available).    
  SOURCE: Federal Reserve Board/Haver Analytics. 
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Recapitalisation of the banking industry contributes 
to a safer global system 

!  Banks continue to operate with multi-decade high levels of capital 
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  As of 31 December 2014. SOURCE: PIMCO. 
  Refer to Appendix for additional outlook and risk information. 

Capital_Securities_outlook_01 
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Moving from energy scarcity to “energy abundance” 
is a net positive for the global economy 

!  Thanks largely to the shale revolution 
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Global imbalances are being reduced 
 

!  The middle-income transition in China will be key to the secular rebalancing 
process 

  As of 15 April 2015. SOURCE: IMF World Economic Outlook. 
  Note: CHN+EMA (China, Hong Kong SAR, Indonesia, Korea, Malaysia, Philippines, Singapore, Taiwan Province of China and Thailand); DEU+EURSUR (Germany and other European 

advanced surplus economies such as Austria, Denmark, Luxembourg, Netherlands, Sweden, Switzerland); LAC (Latin America and the Caribbean); OCADC (Bulgaria, Croatia, Czech 
Republic, Estonia, Greece, Hungary, Ireland, Latvia, Lithuania, Poland, Portugal, Romania, Slovak Republic, Slovenia, Spain, Turkey and United Kingdom); OIL (oil exporters); ROW (rest of 
world); US (United States); JPN (Japan). Refer to Appendix for additional forecast and risk information. 
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The New Neutral Revisited:  
Challenges on the horizon 
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High leverage and poor demographics mean central 
banks need to tread cautiously 

!  Limited room for manoeuvre in the event of a downturn 

  Left chart as of 30 April 2015 
  SOURCE: Bank of International Settlements, IMF Fiscal Outlook, UN database 
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Germany is not yet helping global rebalancing 

  As of 31 May 2015 
  SOURCE: Eurostat 
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A more stable banking system, but a market 
vulnerable to “flash crashes” 

!  Dealers are less able and willing to hold inventory 

 As of 30 May 2015 
 SOURCE: Goldman Sachs, Company Reports, Bundesbank, NY Fed, Oliver Wyman proprietary data and analysis Bloomberg. Primary dealer net inventory has been calculated for corporate 
securities with a > 1 year maturity 

0

10

20

30

40

50

60

(1.00 (0.50 0.00 0.50 1.00 1.50

Fr
eq

ue
nc

y2o
f2o

cc
ur
en

ce

1(month2move2(% )

10Y2Bund2moves2since21972

May 2015



pg 21 Your%Global%Investment%Authority

Energy revolution: Not all participants are  
created equal…and will the West spend the gains? 

As of 31st May 2015 
SOURCE: Bloomberg, US BEA 
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Geopolitical risks remain a headwind 

!  Better economic policies are emerging in a number of regions, but geopolitical 
risks will be widespread, and a source of volatility 

Britain (Brexit) 

Russia & Ukraine (Frozen conflict) 

Syria/Iraq (ISIS) 

Libya (Oil shock) 

Greece (Grexit) 

  SOURCE: PIMCO    
  Refer to Appendix for additional outlook information. 
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Key conclusions for the Secular Outlook 

Energy: Good overall, but the transition from scarcity to abundance will 
create winners and losers, as well as EM differentiation 

Banking System: More stable, but more prone to liquidity shocks 

Inflation: Deflation has been averted, but limited room for manoeuvre 
remains in the event of a downturn 

Geopolitics: Risks remain and shocks can emanate from multiple regions 

!  Growth: Cautiously optimistic as the world has learned to live with leverage 
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Where do we see value today? 2. 
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Building blocks of portfolio construction 

Lower discount rate support valuations 

 

Neutral real 
policy  
rate 

Inflation 
premium 

Term 
premium 

Credit 
risk premium 

Equity risk 
premium 

Sovereign 

Credit 

Equity 

  For Illustrative Purposes Only 
  SOURCE: PIMCO 
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The New Neutral in practice 
 

Lower rates going forward supportive for asset valuations. However, get used to lower returns 
across asset classes 

  As of 31 May 2015 
  SOURCE: Bloomberg.  

1   US Treasury Curve implied 10Y yield as of 11 June 2015 / Eurodollar MM Futures as of 11 June 2015  
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  SOURCE: Bloomberg. 

1cs_RR_outlook_08 

Favour US linkers over Europe as attractively priced inflation hedges 
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Global rates 
Focus on central bank divergence on path to normalisation 
 

Capital_Securities_Strat_12 

  As of 31 May 2015. 
  SOURCE: Bloomberg. 
  US Treasury Curve implied 10Y yield as of 11 June 2015 / Eurodollar MM Futures as of 11 June 2015. 
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Cautious on duration given Fed tightening cycle and low level of bund yields in Europe 
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Further potential for modest spread compression as ECB QE continues  

  As of 31 May 2015 
  SOURCE: Bloomberg. 
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Global credit 
Pockets of value across the credit spectrum 

mk_1cs_DI_outlook_06 

  As of 31 May 2015. SOURCE: PIMCO, Bloomberg, Barclays, BofA Merrill Lynch. 
  CoCo: BofA ML CoCo Index, EM: JPM EMBI Global, Global HY: BofA ML Global HY BB/B Index, Tier 1:Barclays Capital Sec - Banking T1, Global IGC: BC Global Agg Credit . 

Credit market valuations broadly fair. Focus on alpha-generating security selection 
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Global credit 
Higher returns may come from selectively sacrificing 
liquidity 

MORE LIQUID LESS LIQUID 

Restructured 
RMBS / ABS 

CDOs 

Emerging 
Markets 

Sovereigns 

EM 
Corporates 

HY Bank 
Loans 

CRE CDOs / 
Small-

balance 
CMBS 

Residential 
NPLs2/RPLs3 CRE Loans4 Corporate 

Distressed 

Unlevered 
loss-
adjusted 
yield1 

4-8% 4-8% 4-8% 4-6% 4-8% 5-8% 6-14% 10-14% 

  As of 31 March 2015. SOURCE: PIMCO 
 1  PIMCO unlevered loss-adjusted yields are based on loss-adjusted estimated returns from principal and interest payments on a hold to maturity basis. IG CMBS is represented by CMBX index 

tranche; IG RMBS is represented by PrimeX Yield index; CRE CDO, small-balance CMBS, HY bank loans, RMBS Re-REMIC, emerging markets, corporate distressed, CRE Loans, Residential 
NPLs and CRE NPLs / equity are based on PIMCO�s experience evaluating and/or acquiring such investments for other PIMCO-managed funds. There can be no assurance that PIMCO�s 
forecasts or estimates for such investments will prove accurate. Please see Appendix for additional disclosure information.  

  The loss-adjusted yields are shown net of deal related expenses and gross of fund expenses.  
 2  NPLs = Non-performing loans 
 3  RPLs = Re-performing loans 
 4  CRE = Commercial real estate 
 5  Liquidity is defined as the ability to sell an asset in a minimal time period with a minimal loss of value and without causing a significant movement in price 

  Refer to appendix for additional index and risk information. 

While liquidity5 premium is attractive in select sectors, beware crowded areas  
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  As of 31 May 2015 
  SOURCE: PIMCO 

Emerging markets  
Drop the acronyms! 

Russia 
Growth Inflation Debt to 

GDP 
Current 
account 

Poor Neutral Good 

Poland 
Growth Inflation Debt to 

GDP 
Current 
account 

Turkey 
Growth Inflation Debt to 

GDP 
Current 
account 

Indonesia 
Growth Inflation Debt to 

GDP 
Current 
account 

China 
Growth Inflation Debt to 

GDP 
Current 
account 

India 

Growth Inflation Debt to 
GDP 

Current 
account 

South Africa 
Growth Inflation Debt to 

GDP 
Current 
account 

Mexico 
Growth Inflation Debt to 

GDP 
Current 
account 

Venezuela 
Growth Inflation Debt to 

GDP 
Current 
account 

Brazil 
Growth Inflation Debt to 

GDP 
Current 
account 
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Equity risk premium in context  
Equity risk premia are close to historical averages 

4cs_asset_allocation_outlook_03 

  As of 31 May 2015 
  SOURCE: Robert Shiller, Yale database, Bloomberg, PIMCO 
  Hypothetical example for illustrative purposes only.  
  Equity risk premium (ERP) = S&P500 Cyclically-adjusted price to earnings ratio 1/(CAPE) – 10y real rate. CAPE is calculated by dividing inflation-adjusted price of the S&P500 Index by the 

median of last 10 years’ inflation-adjusted earnings. Real rate is 10y TIPS yield since 1998 and nominal rates less 36-month trailing inflation before 1998). Refer to Appendix for further 
hypothetical example and outlook information. 

Current level 4.1% 

1st half expansions 4.3% 

2nd half expansions 2.7% 
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Currency views 
The USD is set for secular strengthening  

  As of 31 May 2015. 
  SOURCE: Bloomberg, PIMCO. 
  Refer to Appendix for additional outlook and risk information. 
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Putting it all together: Overall views 
US strength driver of performance over secular horizon 

4cs_asset_allocation_stru_04 

US rates 

Core Europe 

Securitised 

Investment grade 

High yield 

EM credit 

Inflation linked 

Commodities 

REITs 

USD 

Euro 

Yen 

EM FX 

  As of 31 May 2015. 
  SOURCE: PIMCO. 
  Refer to Appendix for additional outlook and risk information. 
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PERFORMANCE & FEES 
Past performance is not a guarantee or a reliable indicator of future results. The "gross of fees" performance figures above are presented before management fees (described in PIMCO's 
form ADV, part II) and custodial fees (in the case of both separate accounts and mutual funds), but do reflect commissions, other expenses and reinvestment of earnings. The "net of fees" 
performance figures reflect the deduction of actual investment advisory fees but do not reflect the deduction of custodial fees. 
 
CHARTS 
Performance results for certain charts and graphs may be limited by date ranges specified on those charts and graphs; different time periods may produce different results.  
 
CREDIT QUALITY 
The credit quality of a particular security or group of securities does not ensure the stability or safety of an overall portfolio. The Quality ratings of individual issues/issuers are provided to indicate 
the credit worthiness of such issues/issuer and generally range from AAA, Aaa, or AAA (highest) to D, C, or D (lowest) for S&P, Moody’s, and Fitch respectively. 
 
INVESTMENT STRATEGY 
There is no guarantee that these investment strategies will work under all market conditions and each investor should evaluate their ability to invest for a long-term especially during periods of 
downturn in the market. 
 
ISSUER 
The issuers referenced are examples of issuers PIMCO considers to be well known and that may fall into the stated sectors. PIMCO may or may not own any securities of the issuers referenced 
and, if such securities are owned, no representation is being made that such securities will continue to be held. 
 
HYPOTHETICAL EXAMPLE 
Hypothetical example for illustrative purposes only. No representation is being made that any account, product, or strategy will or is likely to achieve profits, losses, or results similar to those shown.  
Hypothetical or simulated performance results have several inherent limitations.  Unlike an actual performance record, simulated results do not represent actual performance and are generally 
prepared with the benefit of hindsight.  There are frequently sharp differences between simulated performance results and the actual results subsequently achieved by any particular account, 
product, or strategy.  In addition, since trades have not actually been executed, simulated results cannot account for the impact of certain market risks such as lack of liquidity.  There are numerous 
other factors related to the markets in general or the implementation of any specific investment strategy, which cannot be fully accounted for in the preparation of simulated results and all of which 
can adversely affect actual results. 
 
OUTLOOK 
Statements concerning financial market trends are based on current market conditions, which will fluctuate. There is no guarantee that these investment strategies will work under all market 
conditions, and each investor should evaluate their ability to invest for the long-term, especially during periods of downturn in the market. Outlook and strategies are subject to change without 
notice. 
 
PORTFOLIO STRUCTURE 
Portfolio structure is subject to change without notice and may not be representative of current or future allocations. 
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RISK 
Investing in the bond market is subject to certain risks including market, interest-rate, issuer, credit, and inflation risk; bond prices generally fall as interest rates rise. Equities may decline in value 
due to both real and perceived general market, economic, and industry conditions. Investing in foreign denominated and/or domiciled securities may involve heightened risk due to currency 
fluctuations, and economic and political risks, which may be enhanced in emerging markets.  Derivatives may involve certain costs and risks such as liquidity, interest rate, market, credit, 
management and the risk that a position could not be closed when most advantageous. Investing in derivatives could lose more than the amount invested. Diversification does not ensure against 
loss. 
 
RETURN OBJECTIVES 
The return objectives presented are not a prediction or a projection of return. The portfolio manager expects to run these portfolios such that the risk factor exposures scale in accordance with the 
factor multipliers in the information shown. The return objectives scale differently from the factor multipliers due to other factors such as the timing of cash flows and differences in guideline 
constraints, including leverage. 
 
INDEX DEFINITION 
The Barclays Capital Sterling-Aggregate 1-10 Years Index is the 1-10 Year component of the Pan-European Aggregate index. The Pan-European Aggregate Index covers eligible investment grade 
securities from the entire European continent. The primary component is the Euro-Aggregate Index. In addition, the Pan-European Aggregate Index includes eligible securities denominated in 
British pounds (GBP), Swedish krona (SEK), Danish krone (DKK), Norwegian krone (NOK), Czech koruna (CZK), Hungarian forint (HUF), Polish zloty (PLN), Slovenian tolar (SIT), and Slovakian 
koruna (SKK). Apart from the currency constraint, the inclusion rules for the Pan-European Index are identical to those of the Euro-Aggregate Index. A local currency Swiss franc index is also 
available but does not contribute to the overall Pan European Index. 
 
The BofA Merrill Lynch Sterling Broad Market Index tracks the performance of GBP denominated investment grade debt publicly issued in the eurobond or UK domestic market, including Gilts, 
quasi-government, corporate, securitized and collateralized securities. Qualifying securities must have an investment grade rating (based on an average of Moody’s, S&P and Fitch) and an 
investment grade rated country of risk (based on an average of Moody’s, S&P and Fitch foreign currency long term sovereign debt ratings). In addition, qualifying securities must have at least one 
year remaining term to final maturity, a fixed coupon schedule and a minimum amount outstanding of GBP 500 million for Gilts and GBP 100 million for non-Gilts. Original issue zero coupon bonds, 
"global" securities (debt issued simultaneously in the eurobond and UK domestic bond markets), corporate pay-in-kind securities, including toggle notes, qualify for inclusion in the Index. Callable 
perpetual securities qualify provided they are at least one year from the first call date. Fixed-to-floating rate securities also qualify provided they are callable within the fixed rate period and are at 
least one year from the last call prior to the date the bond transitions from a fixed to a floating rate security. Bills, inflation-linked debt and strips are excluded from the Index; however, original issue 
zero coupon bonds are included in the index and the amounts outstanding of qualifying coupon securities are not reduced by any portions that have been stripped. Defaulted securities are 
excluded from the Index. 
 
It is not possible to invest directly in an unmanaged index. 
 
This presentation contains the current opinions of the manager and such opinions are subject to change without notice. This presentation has been distributed for informational purposes only and 
should not be considered as investment advice or a recommendation of any particular security, strategy or investment product. Information contained herein has been obtained from sources 
believed to be reliable, but not guaranteed. No part of this presentation may be reproduced in any form, or referred to in any other publication, without express written permission. PIMCO and 
YOUR GLOBAL INVESTMENT AUTHORITY are trademarks or registered trademarks of Allianz Asset Management of America L.P. and Pacific Investment Management Company LLC, 
respectively, in the United States and throughout the world. © 2015, PIMCO. 
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