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• The Fund is exposed to significant risks which include

investment/general market, company-specific, creditworthiness/credit

rating/ downgrading, default, currency, valuation, asset allocation,

country and region, emerging market and interest rate risks.

• The Fund may invest in high-yield (non-investment grade and

unrated) investments and convertible bonds which may subject to

higher risks, such as volatility, loss of principal and interest,

creditworthiness and downgrading, default, interest rate, general

market and liquidity risks and therefore may adversely impact the net

asset value of the Fund.

• The Fund may invest in financial derivative instruments ("FDI") for

efficient portfolio management (including for hedging) which may

expose to higher leverage, counterparty, liquidity,

valuation, volatility, market and over the counter transaction risks.

The Fund will not invest extensively in FDI for investment purpose.

• Dividend payments may, at the sole discretion of the Investment

Manager, be made out of the Fund’s capital or effectively out of the

Fund’s capital which represents a return or withdrawal of part of the

amount investors originally invested and/or capital gains attributable

to the original investment. This may result in an immediate decrease

in the NAV per share and the capital of the Fund available for

investment in the future and capital growth may be reduced.

• This investment may involve risks that could result in loss of part or

entire amount of investors’ investment.

• In making investment decisions, investors should not rely solely on

this material.
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Pricing / Valuation

Risk Classification

The Fund is suitable for investors who take

medium to long - term views. As a marked -to-

market Fund, its net asset value and total

return may fall or rise as a result of interest

rates movements. On redemption of units, a

policyholder may receive an amount less than

the original amount invested. Prior to

investment in the Fund, the policyholder shall

undergo a client suitability assessment

procedure to determine whether the Fund is

appropriate for him considering his investment

objective, risk tolerance, preferences and

experience

Market Commentary

March was a story of two halves. Sticky

inflation numbers and resilient macro data led

the narrative early in the month, however

quickly moved to the background as the

limelight was snatched away by the banking

sector events in the U.S. and Europe. At the

beginning of the month, a number of macro

data releases pointed to further inflationary

pressures, resulting in the market pricing in a

terminal rate for the Fed as high as 5.7% and

the German bund yield reaching a level not

seen since 2011. However, markets soon

reversed course, as Silicon Valley Bank

reported significant losses on security sales

and outflows in their client deposits. A similar

dynamic propagated across other U.S. regional

banks as sentiment deteriorated. Stress

emerging from the U.S. banking sector quickly

engulfed European banks, where Credit Suisse

was sold to UBS in a historical deal following a

crisis of confidence. A broad-based flight to

safety spurred significant volatility in markets,

with the MOVE index (measure of treasury

volatility) rising to 2008-equivalent levels.

Yields at the front end sank, with U.S., German

and U.K. 2y yields rallying 79bps, 46bps and

25bps, respectively. U.S., German and U.K. 10y

yields also fell 45bps, 36bps and 34bps,

respectively. Spread assets broadly widened.

USD investment grade widened 15bps to

145bps, while EUR investment grade widened

21bps to 168bps. USD and EUR high yield

credit widened 36bps and 55bps to 458bps

and 490bps, respectively. Equities fared well in

the midst of turmoil, as markets priced in rate

cuts from central banks, with the S&P 500 and

MSCI World ending the month up 3.67% and

3.16%, respectively.

In the monetary policy space, the Fed hiked

+25bps to 5%, while easing its discount window

terms and announcing a new Bank Term

Funding Program (BTFP). The new lending

facility is designed to minimize the realization

of losses to meet deposit withdrawals and

would allow all banks to pledge collateral with

the Fed for up to one year of term financing. In

the European space, the ECB, BoE and SNB

hiked by +50bps, +25bps and +25bps

respectively. The ECB also started unwinding

its balance sheet, with the reduction capped at

€15bn/month until June 2023.

In regards to macro prints, economic data

remained resilient. U.S. headline CPI increased

by 6.0% YoY, with core inflation increasing by

5.5% YoY, mostly coming from shelter costs - a

lagging data point. U.S. labor market

continued its strong trend, as non-farm

payrolls surprised on the upside, growing by

311,000. Despite the strong payrolls figure, the

unemployment rate ticked up slightly to 3.6%.

In the Euro Area, headline inflation came in at

8.5% YoY, continuing its descent from the start

of year. Core inflation however remained

stubborn, increasing 5.6% YoY, in line with the

previous month. In the U.K., headline and core

both surprised on the upside, rising to 10.4%

YoY and 6.2% YoY, respectively.

MarketOutlook

Credit spreads have partly recovered from last

year’s sell-off but remain considerably wider

than post-COVID tights. With economic and

policy uncertainty still elevated we remain

cautious on meaningfully increasing risk in the

portfolio until we have greater clarity on the

economic outlook. The portfolio continues to

emphasise resilience, namely through an

allocation to Agency and Non-Agency

Mortgage Backed Securities. Over a medium

to long-term horizon we are constructive on

current valuations, but are mindful of the risk

that volatility could remain elevated in the

near term. We favor DM, higher quality risk

relative to EM risk alongside better

fundamentals and a more attractive risk-

reward profile. We continue to see

opportunities in companies that we believe are

more resilient to rising recession risks and

margin pressures, the crossover segment given

positive rating momentum, as well as relative

value opportunities in credit derivatives versus

cash bonds.

Investment Objective

To maximize total return, consistent with prudent 

investment management by investing primarily 

in a diversified pool of corporate and emerging 

market fixed income securities of varying 

maturities

PIMCO RISK AND REWARD INDICATOR

4/7 as of 28 Apr 2023
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IMPORTANT NOTICE:

This document is for information purposes only. This does not constitute an offer or a
solicitation to buy or sell any investment referred to in this document. The information in this
publication is based on carefully selected sources believed to be reliable but we do not make
any representation as to its accuracy or completeness. Any opinions herein reflected are
good as of this date but may be subject to change without prior notice. Investment or
participation in the Fund is subject to risk and possible loss of principal, and is not insured by
the Philippine Deposit Insurance Corporation (PDIC). Losses, if any, shall be for the account
and risk of the Trustor/Participant. Past performance is not indicative of future performance.

RISKS

• Share value can go up as well as down and any capital invested in the Fund may be at risk.

• The fund may use derivatives for hedging or as part of its investment strategy which may

involve certain costs and risks.

• Currency-hedged funds are invested in assets denominated in currencies other than the base

currency of the fund. The fund value may then fluctuate depending on the movement of the

exchange rate, and could either be higher or lower than the amount invested, regardless of the

performance of the fund’s underlying assets. Currency-hedged funds aim to minimize this currency

exposure by employing a hedging mechanism. However, there is no guarantee that such hedge

transactions can fully eliminate currency risks.

• Any distributions involving payment of distributions out of the Fund’s capital may result in an

immediate decrease in the Net Asset Value per Share and may reduce the capital available for the

Fund for future investmentand capital growth

Since Inception 5 Years (YoY)3 Years (YoY)1 Year (YoY)Year To DatePerformance History

-20.86%N/AN/A-11.82%-0.59%Absolute

-8.42%N/AN/A-11.82%N/AAnnualized
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