
 

 
AGENDA  

 
RETIREMENT BOARD MEETING  

 
FIRST MONTHLY MEETING 

May 6, 2015 
9:00 a.m. 

 
 

Retirement Board Conference Room 
The Willows Office Park 

1355 Willow Way, Suite 221 
Concord, California 

 
 
THE RETIREMENT BOARD MAY DISCUSS AND TAKE ACTION ON THE FOLLOWING: 

 
1. Pledge of Allegiance. 

 
2. Accept comments from the public. 

 
3. Approve minutes from the February 18, February 25, and March 11, 2015 Board 

meetings. 
 

4. Routine items for May 6, 2015. 
 

a. Approve certifications of membership. 
b. Approve service and disability allowances. 
c. Accept disability applications and authorize subpoenas as required. 
d. Approve death benefits. 
e. Accept Asset Allocation Report. 

 
CLOSED SESSION 

5. The Board will go into closed session under Govt. Code Section 54957 to consider 
recommendations from the Medical Advisor and/or staff regarding the following 
disability retirement applications: 

 
    Member Type Sought  Recommendation 
 Richard Carpenter     Service Connected       Service Connected 
 Carolyn George         Non-service Connected          Non-service Connected 
                          Misty Eidson              Non-service Connected         Non-service Connected 
 
 
 
 
 
 
 
 
 

   
. 

The Retirement Board will provide reasonable accommodations for 
persons with disabilities planning to attend Board meetings who 
contact the Retirement Office at least 24 hours before a meeting. 



 
6. CONFERENCE WITH LABOR NEGOTIATORS 

(Government Code Section 54957.6) 
 

Agency designated representatives: 
Gail Strohl, Retirement Chief Executive Officer 
Christina Dunn, Retirement Admin/HR Manager 
Joe Wiley, CCCERA's Chief Negotiator 

 
Employee Organization: AFSCME Local 2700  
Unrepresented Employees: All CCCERA unrepresented positions 

 
7. The Board will continue in closed session pursuant to Govt. Code Section 

54956.9(d)(1) to confer with legal counsel regarding pending litigation:  
 

a. Contra Costa County Deputy Sheriffs Association, et al., v. Board of 
Retirement of Contra Costa County Employees’ Retirement Association, et al., 
Contra Costa County Superior Court, Case No.: MSN 12-1870, Court of 
Appeal, 1st Appellate District, Division Four, Case No. A141913. 
 

b. Contra Costa County Deputy Sheriffs Association, et al., v. Board of 
Retirement of Contra Costa County Employees’ Retirement Association, et al., 
Contra Costa County Superior Court, Case No.: C15-00598. 

 
8. The Board will continue in closed session pursuant to Govt. Code Section 

54956.9(d)(4) to confer with legal counsel regarding initiation of litigation (one 
potential case). 

 
OPEN SESSION 
 

9. Consider and take possible action regarding whether on-call pay should be treated as 
pensionable for retired hazardous materials specialist Paul Andrews. 

 
10. Organizational and portfolio update from PIMCO. 

 
11. Introduction to Board Interviews and update on consultant transition from Wurts.  

 
12. Consider and take possible action to terminate Milliman contract. 

 
13. Consider and take possible action to grant a 3% increase in base pay and a $500 lump 

sum payment for all unrepresented staff, except for the Chief Executive Officer 
position. 

 
a. Adopt BOR Resolution 2015-5 granting a 3% increase in base pay effective 

July 1, 2015 and a lump-sum in the amount of $500, to be paid on July 10, 
2015 for all unrepresented staff, except for the Chief Executive Officer 
position. 

b. Adopt the revised Attachment A to the CCCERA Resolution for Salary and 
Benefits for Unrepresented Employees. 

c. Adopt CCCERA Position Pay Schedules effective July 1, 2015. 
 
 
 
 
 

   
. 

The Retirement Board will provide reasonable accommodations for 
persons with disabilities planning to attend Board meetings who 
contact the Retirement Office at least 24 hours before a meeting. 



 
14. Consider authorizing the attendance of Board and/or staff: 

a. 2015 Annual Limited Partners Meeting, DLJ Real Estate Capital Partners, June 
2, 2015, Los Angeles, CA. 

b. 2015 Client Conference, Adams Street, June 2-3, 2015, Chicago, IL. 
c. Trustees’ Roundtable, CALAPRS, June 12, 2015, Burbank, CA. 
d. SuperReturn US 2015, June 15-18, 2015, Boston, MA. 

 
15. Miscellaneous 

a. Staff Report 
b. Outside Professionals’ Report  
c. Trustees’ comments 

   
. 

The Retirement Board will provide reasonable accommodations for 
persons with disabilities planning to attend Board meetings who 
contact the Retirement Office at least 24 hours before a meeting. 
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Disclosures

Past performance is not a guarantee or a reliable indicator of future results. Shares distributed by PIMCO Investments LLC.

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.

The Morningstar Fixed-Income Fund Manager of the Year award (PIMCO Income, 2013) is based on the strength of the manager, performance, 
strategy and firm’s stewardship. Morningstar Awards 2013©. Morningstar, Inc. All Rights Reserved. Awarded to Dan Ivascyn and Alfred Murata 
for U.S. Fixed Income Fund Manager of the Year.
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Biographical information

Jay Jacobs, CFA

Mr. Jacobs is PIMCO's president and a managing director in the Newport Beach office. Prior to being

elected president, he served as the global head of talent management, leading the firm's human

resources area and its human capital initiatives. Previously, he spent five years in PIMCO's Munich

office as the head of PIMCO's German business and a senior member of the European management

team. He joined the firm in 1998 as a member of the Executive Office working closely with the

leadership team in Newport Beach. He has 20 years of investment experience and holds an MBA from

Georgetown University. He received his undergraduate degree from Washington University, St. Louis.

Stephanie L. King, CFA

Ms. King is an executive vice president, head of the U.S. public client practice and an account manager

in the Newport Beach office, focusing on institutional investors within the public sector. Previously at

PIMCO, she worked with a variety of institutional client types and headed the U.S. corporate client

practice. Additionally, she led the firm’s global recruiting function as part of PIMCO’s business

management group and worked on a variety of talent management initiatives. She currently serves on

the steering committee for PIMCO’s global inclusion, diversity and culture initiative. Prior to joining

PIMCO in 2001, she was with Morgan Stanley, Blue Capital Management and Bain & Company.

She has 16 years of investment experience and holds an MBA from Stanford University Graduate

School of Business and an undergraduate degree from the Wharton School of the University

of Pennsylvania.
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Agenda

1. PIMCO update

2. Market and performance review 

3. Economic outlook

4. Revisiting PIMCO Total Return Full Authority
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PIMCO update



pg 5Your Global Investment AuthorityYour Global Investment Authority

PIMCO today

Relentless focus on our clients

� 25 senior* portfolio management 
professionals hired in last 12 months

� 79% of AUM outperformed benchmark 
over five-year period

� 26 funds received a Morningstar 
5-star or 4-star rating over 
three-year period

� Solutions-oriented approach

Diversified and global business

� Over 80% of firm-wide AUM in 
non-core strategies 

� One of top performing large-cap equity  
fund managers in U.S.

� One of largest alternatives platforms 
in the world

� 100+ funds with inflows globally 
over six-month period

Strong culture, unique process

� Innovator on behalf of our clients for 
over 40 years

� CIO structure recognizes proven 
investment talent

� Depth of team: 260+ PMs, 60+ 
analysts, 13 global offices

� Rigorous risk management navigates 
changing market environment

New York (2001)

Toronto (2004)

London (1997)

Singapore (1996)

Hong Kong (2006)

Amsterdam (2001)

Newport Beach (1971)

Zurich (2009)

Munich (2000)

Tokyo (1997)

Sydney (1997)

Milan (2012)

Rio de Janeiro (2012)

1cs_pimco_update_01

* Senior portfolio management professionals include 23 portfolio managers with title of SVP, EVP, MD and 2 senior advisors – Dr. Michael Spence and 
Gene Sperling
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TOP-DOWN

Macroeconomic forum

MARKET STRATEGY SESSIONS (ONGOING)

Asia Portfolio Committee 
(APC)

Equity Portfolio Committee 
(EqPC)

Americas Portfolio 
Committee (AmPC)

European Portfolio 
Committee (EPC)

Portfolio construction

Investment Committee

Mortgages Credit
IG/HY

Short-Term Municipals Treasuries TIPS Global Currencies

SECTOR AND REGIONAL SPECIALTY DESKS

Macroeconomic forum

BOTTOM-UP

Investment Committee

PIMCO’s investment process continues to leverage top down and bottom 
up expertise 

total_return_phil_05
Marcomm 37688
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Assets under management by strategy
PIMCO manages $1.59 trillion in assets, including $1.19 trillion in third-party client assets

asst_summary_01_USD

As of 31 March 2015
SOURCE: PIMCO
Assets reflect those managed on behalf of third-party clients and exclude affiliated assets. Fund of funds assets have been netted from each strategy. 
Potential differences in asset totals are due to rounding. Represents assets of strategy group in dedicated and non-dedicated portfolios.

1 Total Return has been segregated to isolate the assets of PIMCO sponsored U.S. Total Return 1940-act fund and foreign pool fund accounts. All other U.S. Total Return portfolios are included 
in the Intermediate category.

2 Stable value assets have not been netted from U.S. Total Return, U.S. Moderate Duration and U.S. Low Duration assets
3 Tail-risk hedging assets reflect total notional value of dedicated mandates and are not counted towards PIMCO total assets under management

Alternatives Billions ($)

Liquid Absolute Return Unconstrained bond strategies, credit absolute return, other absolute return strategies 23.83

Hedge Funds Global macro, long/short credit, multi-asset volatility arbitrage strategies, relative value commodities 15.34

Opportunistic/Distressed Opportunistic strategies focusing on real estate related assets (residential, commercial), corporate credit 5.40

Asset Allocation

Asset Allocation Strategies Global Multi Asset, All Asset, EM Multi Asset, Real Retirement, Inflation-Response Multi Asset, DRA 63.31

Equities

Equity Strategies Combines enhanced equities and active equities 23.73

Real Return

Real Return Strategies Combines inflation linked strategies, actively managed commodities, and real-estate linked exposure 73.56

Fixed Income

Total Return
1 Total Return 141.66

Intermediate
2 Core Strategies, Moderate Duration 148.25

Credit Investment Grade Corporates, Bank Loans, High Yield Corporates, Convertibles 167.92

Long Duration Focus on long-term bonds; asset liability management 130.25

Global Non-U.S. and global multiple currency formats 102.04

Cash Management
2 Money Market, Short-Term, Low Duration 94.06

Income Income-oriented, insurance income 80.73

Emerging Markets Local debt, external debt, currency 49.71

Mortgages Agency MBS, structured credit (non-Agency MBS, CMBS, and ABS) 33.39

Diversified Income Global credit combining corporate and emerging markets debt 21.52

Municipals Tax-efficient total return management 12.82

Other Custom mandates 9.05

$ 1,196.55 B

Stable Value
2 Stable income with emphasis on principal stability 25.38

Tail-Risk Hedging
3 Pooled and customized portfolios of actively managed tail-risk hedges 46.47

Total assets under management
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Market and performance review

Divider_Market_perf_review
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Q1 summary: Central banks in the spotlight

Q1 recap Amid a wave of global policy easing, the Fed was a notable outlier

� The European Central Bank (ECB) launched a larger-than-expected quantitative-easing (QE) program 
that headlined a host of easing measures undertaken by many global central banks

� Fed policy appeared set to become less accommodative amid sustained strength in the U.S. economy, in 
stark contrast to the easing trend prevalent in many regions abroad

ECB QE-fueled sovereign rallies pulled U.S. yields lower while markets exhibited choppiness 

� Global sovereigns rallied behind German rates, which fell to record lows following the start  of the ECB’s 
QE purchases. Even as the Fed appeared poised to normalize policy, U.S. rates were pulled lower

� Fed policy debate, heightened global central bank activity, and ongoing oil price uncertainty all 
contributed to vacillating market sentiment and choppiness across markets

The dollar continued its rally as global policies diverged

� Even with gyrations in markets, dollar-strength continued as the ECB’s QE program amplified the 
divergence in monetary policy between the Fed and much of the developed world

� Continued labor market strength underscored the case for policy normalization in the U.S. even as a 
stronger dollar may have contributed to a moderation in business sentiment

Drivers of PIMCO 
performance

Dollar-strength positions

� We held long-dollar currency positions that benefited from the heightened divergence in rate 
expectations between the U.S. and increasingly accommodative regions such as the Eurozone and Japan

Spread strategies

� Corporate credit strategies and an overweight to dollar-denominated EM debt contributed to 
performance

� Mortgage positioning also added as an underweight to Agency MBS as well as non-agency holdings 
were beneficial

Interest rate strategies

� Rate strategies detracted from performance as duration and curve positioning hurt amid falling global 
rates. Some of this detraction was offset by Eurozone exposure, which rallied with the start of ECB QE

As of 31 March 2015
SOURCE: PIMCO

1cs_TR_review_01_MOD
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CCCERA - StocksPLUS AR performance review

433_perf_sep

CCCERA - StocksPLUS AR

Market value as of Mar '15 $ 270,063,511

As of 31 March 2015
* Transition to StocksPLUS AR effective 1 August 2014

All periods longer than one year are annualized
Benchmark: S&P 500 Index
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Performance Portfolio (before fees) Benchmark

CCCERA - StocksPLUS AR
Since

inception Since

31 Aug '02 10 yrs. 5 yrs. 3 yrs. 1 yr. 6 mos. 3 mos. 1 Aug '14*

Before fees (%) 9.3 8.4 15.8 17.0 12.7 6.3 1.4 3.8

After fees (%) 9.0 8.0 15.5 16.6 12.5 6.2 1.3 3.7

Benchmark (%) 8.9 8.0 14.5 16.1 12.7 5.9 1.0 4.4

*
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Structural yield advantage*

Agency MBS Non-agency MBS Corporates Treasuries Emerging markets Developed non-U.S.

Agencies/swaps Volatility strategies Money markets Municipals FX Strategies Other

23 bps

349 bps

87 bps

Opportunities to capture high quality sources of structural yield persist

As of 31 March 2015
* “Structural yield advantage” is a proprietary PIMCO measure of potential total return in excess of LIBOR associated with the amount of extra yield  earned by a portfolio plus any additional 

return garnered (or given up) through yield curve roll down, option positions, and financing

433_review_04

CONTRA COSTA COUNTY EMPLOYEES’ 
RETIREMENT ASSOCIATION: STOCKSPLUS
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Top investment themes in the StocksPLUS AR strategy

As of 31 March 2015

1cs_UBS_strategy_02_MOD

Sustained U.S. growth Spread

� Long non-agency MBS
� Long select investment grade and high yield credits with a focus on U.S. 

and European banks

EM valuations and 
opportunities

Interest rates and 
currency

� Select EM duration (long Brazil and Mexico)
� Select EM currency (long Mexico)

Rich valuations on 
U.S. rates

Interest rates � Short U.S. duration risk in 1-5 year maturities

Divergent global 
monetary policy

Spread and currency

� Long Eurozone peripherals (Italy and Spain) versus short core Europe
� Short euro versus U.S. dollar
� Short Japanese yen versus U.S. dollar

Global inflation/ 
reflation

Spread
� Long US TIPS versus short U.S. Treasuries
� Long inflation swaps in the Eurozone

Theme Risk Factor Implementation
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StocksPLUS AR portfolio attribution

433_SP_attrib_01

6 months 3 months

Yield advantage relative to LIBOR ++ ++

Non-U.S. dollar currency exposures ++ ++

Interest rate strategies 

U.S. duration exposure - -

Exposure to non-U.S. developed interest rates -- --

Price impact of spread exposures and other strategies

Allocations to fixed income securities that offered a yield premium 
to treasuries

Agency mortgage-backed securities + +

Non-agency MBS/ABS Neutral +

Corporates + +

Emerging markets -- -

STRATEGY ATTRIBUTION

As of 31 March 2015

CONTRA COSTA COUNTY EMPLOYEES’ 
RETIREMENT ASSOCIATION: STOCKSPLUS AR
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CCCERA – Total Return performance review

2433_perf_sep

Contra Costa County Employees Retirement Association

 Since #

inception #

31 May '02 10 yrs. 5 yrs. 3 yrs. 1 yr. 6 mos. 3 mos. #

Before fees (%) 6.1 6.1 5.2 4.2 6.0 3.6 1.6 #

After fees (%) 5.9 5.8 4.9 3.9 5.8 3.5 1.5 #

Benchmark (%) 5.0 5.0 4.5 3.2 6.0 3.7 1.6 #

Contra Costa County Employees Retirement Association

Market value as of Mar '15 $ 397,456,077
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Performance Portfolio (before fees) Benchmark

As of 31 March 2015
1 Portfolio adopted constrained guidelines 13 October 2014

As of 31 March 2015, Total Return Full Authority composite performance: 3mos 2.28%; 6mos 3.80%
All periods longer than one year are annualized
Benchmark: Barclays U.S. Aggregate Index prior; Portfolio realignment period from COB 10/16/2014 to COB 10/31/2014; Barclays U.S. Aggregate Index from COB 10/31/2014.

1 1
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Strategic outlook
Select investment themes in Total Return – Constrained

Position Rationale

Long TIPS exposure

Underweight 
duration

Select positions in 
IG corporates and 
municipals

� We maintain a position in TIPS as medium- and long-term inflation expectations embedded in 
markets appear far too depressed in light of the Fed’s efforts to reflate the U.S. economy

� While markets have reduced inflation expectations amid falling oil prices, this decline may 
eventually put upward pressure on core inflation through its impact on growth

� We remain underweight overall duration in the U.S. as the economy continues to show signs of a 
broad-based and self-sustaining recovery

� We are underweight the very front-end of the curve given the potential for volatility as the Fed’s 
first rate hike approaches. We remain overweight the intermediate part of the curve, which 
continues to offer the most attractive carry and roll-down.

� We see value in specific investment grade corporate securities and municipals

� We continue to place an emphasis on security selection and holding credit positions that provide 
attractive risk-return profiles, especially as volatility may rise amid impending policy normalization 
in the U.S. and more pronounced divergence globally

1. U.S. 
interest 
rates

2. Inflation-
protection

3. Corporate 
credit 

As of 31 March 2015
SOURCE: PIMCO

1cs_TR_strat_01_MOD
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Total Return portfolio attribution

As of 31 March 2015

KEY STRATEGIES 

INTEREST RATE STRATEGIES

Interest rate strategies detracted modestly from performance

� Duration and curve detracted from performance as an underweight to the long-end of the curve, in particular, proved 
costly as rates have fallen amid falling global rates

3 months Negative

6 months Positive

1cs_TR_attrib_01_700_MOD

IMPACT

SPREAD SECTOR STRATEGIES

Spread sector strategies have had a positive impact on performance

� Credit positioning added as an overweight to IG corporates offset the drag from municipals 

� An underweight to agency MBS was beneficial as mortgages underperformed like-duration Treasuries

� TIPS exposure contributed as inflation expectations rose

3 months Positive

6 months Positive

Please use 4cs_TR_attrib_01_monthly if 
your meeting falls before the 8th

business day.
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Review of All Asset’s role in an investor’s portfolio

Fund structure

Issue

Response 

Original 2002 rationale is now more relevant than ever:

� Conventional stock/bond allocations may not provide adequate returns

� High equity allocations drive need for risk diversification

� Institutions and individuals alike must earn returns that exceed future inflation

� Conventional balanced strategies could be devastated by renewed inflation

PIMCO All Asset Fund
Inception: 31 July 2002
Size: $31.3 billion

PIMCO RESEARCH AFFILIATES

� A global leader in active investment 
management across liquid asset 
classes

� 266 portfolio managers, 135 analysts

� AUM $1.7 trillion¹, founded 1971

� Role: Active manager of suite of 
underlying funds

� A global leader in research-driven 
asset allocation investment strategies

� 36 investment professionals 
(3 portfolio managers, 31 researchers, 
2 product specialists)

� AUM $168.9 billion, founded by 
Rob Arnott in 2002

� Role: Sub-advisor on tactical asset 
allocation decisions

As of 31 December 2014
¹ 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. PIMCO manages $1.68 trillion in 

assets, including $1.27 trillion in third-party client assets as of 31 December 2014. 

1cs_AA_review_02
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Understanding the “3rd Pillar” concept

1 2 3SECOND PILLAR
• Provide income
• Reduce volatility
• Disinflationary bias

FIRST PILLAR
• Participate in economic growth
• Seek returns
• Disinflationary bias

THIRD PILLAR
• Provide uncorrelated return
• Seek diversification with income
• Inflationary bias

10%  14%  76%  Average AAF allocation 
(since inception)

1cs_AA_review_14
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We invert the conventional portfolio to make 3rd Pillar assets the core

* Percentages based on historical average allocations for the PIMCO All Asset and All Asset All Authority Funds. Allocations at any point in time are subject to change.

Diversifying and 
inflation-related

assets, 10%

U.S. equities, 
55%

U.S. bonds, 
35%

EM equity

Inflation-
related

Alternatives
Global & 
EM bonds

Global credit
80%

U.S. equities and
U.S. bonds, 20%

1cs_AAF_review_22

� Real return focus

� Tactical flexibility

� Risk diversified across multiple sectors

Third pillar focused portfolio*

� Nominal return focused

� Rigid benchmark orientation

� Risk concentrated in equities

Conventional balanced portfolio
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Quarterly summary: All Asset

Q1 market recap
The All Asset Fund returned 0.1% in Q1 2015  

Most assets classes are up modestly in 2015, with some volatility during the quarter

� Third pillar assets gained 0.3% as US Dollar strength limited returns

� First and second pillar assets ended in positive territory despite intra-quarter volatility

Rising inflation expectations and diverging global monetary policies could signal a 
turning point for third pillar performance

� The US Fed ended its latest round of QE and is contemplating rate hikes, while Europe and Japan 
are implementing QE and more than 20 other central banks are cutting rates – this may offer 
support for foreign asset markets going forward 

� Continued increases in inflation expectations from lows of 1.5% in January could provide a tailwind 
for third pillar assets in 2015, reversing the disinflationary headwind of 2013-2014

Drivers of PIMCO 
performance

All Asset is designed to serve as a “Third pillar” strategy that seeks to: 

� Diversify return drivers away from core stocks and bonds (the first two pillars) 

� Focus on real returns to complement the disinflationary bias of core stocks and bonds

� Deliver long-term returns that should outperform a core stock/bond blend, while diversifying the 
pattern of shorter-term returns

All Asset’s style benefits when:

1) Third pillar assets outperform first and second pillar assets (diversification beats core) 

2) Cheaper assets outperform richer assets (value beats momentum)

In 2015, All Asset limited exposure to fully-valued U.S. stocks, reduced core U.S. bonds, 
and was selective within the 3rd pillar

� All Asset favored EM and Int’l equities, EM debt and high yield to fully valued TIPS and REITs

As of 31 March 2015
SOURCE: PIMCO

4cs_AAAA_review_MOD
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PIMCO All Asset Fund performance review

132351_perf_736

Contra Costa County Employees Retirement

Market value as of Mar '15 $ 121,231,119

As of 31 March 2015
¹ Actual inception date: 26 February 2013

All periods longer than one year are annualized
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Performance All Asset Fund (after fees)

PIMCO All Asset Fund

 Fund Account

inception inception¹

31 Jul '02 10 yrs. 5 yrs. 3 yrs. 28 Feb '13 1 yr. 6 mos. 3 mos.

After fees (%) 7.6 5.7 5.9 3.4 0.4 -1.4 -2.8 0.1

Barclays U.S. TIPS:1-10 Yr Index (%) 4.6 4.0 2.9 -0.1 -1.7 1.1 0.2 1.2

CPI+ 5 (%) 7.2 7.0 6.6 6.0 5.6 5.0 1.7 1.0
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Strategic outlook 
Pro-cyclical tilt favoring cheaper asset classes

Rationale

EM and global 
bond strategies

+

Credit strategies

Equities

Alternatives

As of 31 March 2015
SOURCE: PIMCO
*  JPMorgan GBI-EM global diversified index

Inflation related

21% EM bonds and 
currencies

15% Credit strategies

14% EM

7% Developed ex-US

3% U.S.

18% Alternatives

7% Commodities

10% REITs and TIPS

� These pro-cyclical bond sectors combine attractive real yields with sound balance sheets 
and “stealth” inflation hedging properties

� Within EM, focus on EM local bonds and currencies given attractive yields (current local 
EM index* yield: 6.2%) and potential for currency appreciation

� EM and international equities offer higher dividends and lower valuations versus 
U.S. equities 

� Favor fundamentally-weighted RAFI and new Low Volatility RAFI versus market 
cap-weighted

� Favored over U.S. core bonds for a more market-neutral “dry powder” allocation with 
greater return potential

� Traditional inflation hedges are cyclically cheap given low near-term focus on secular 
inflation risk

� Long TIPS exposure was increased to 6% since breakeven inflation fell significantly after 
the recent decline in oil prices

� Low REITs exposure as valuations remain rich following a 32% return in 2014 

Position

1cs_AA_outlook_MOD
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As of 31 March 2015
SOURCE: PIMCO

BCAG: -2.0%

Third pillar composite: -5.0%

BCAG: +6.0%

Third pillar composite: +3.0%

BCAG: +1.6%

Third pillar composite: +0.3%

C
u

m
u

la
ti

ve
 r

et
u

rn
s 

(%
)

The large divergence of US stocks from other asset classes during 2013-
2014 has diminished in 2015

� QE3 led to strong gains in US stocks versus other asset classes; S&P 500 gained 51% in 2013-2014, far outpacing other markets

� This effect has diminished in 2015 as the Fed ended QE3 and discussed the potential for near-term rate hikes 

1cs_All_asset_review_34
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All Asset’s long-term performance is consistent with 60/40, but has 
provided diversification versus 60/40 along the way
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Trailing 1-yr return difference

As of 31 March 2015
SOURCE: PIMCO

Correlation: 0.7

All asset outperforming 60/40

60/40 outperforming All Asset

1cs_AA_outlook_11
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Economic outlook

Please note: There is a 
!mod_cs_Outlook_Long that 
includes additional outlook pages 
and is available in elibrary.

**Please make sure to use this 
version if David Fisher is in any 
meetings
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PIMCO’s cyclical outlook

PIMCO forecast as of 6 March 2015
BRIM is Brazil, Russia, India and Mexico
Real GDP and inflation projections represent PIMCO’s forecasts for the four quarters ending Q1 2016

1cs_intl_outlook_01
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A strong labor market 
recovery highlights self-
sustaining and broad-

based growth, but 
international 

developments may 
create headwinds

Divergence between 
economies likely to be 

exacerbated by 
commodity price declines 

and potential Fed rate 
hike(s)

The ECB’s QE program 
should bolster sentiment 

while combating the 
specter of deflation

Strong growth to 
continue although a 
fragmented political 

landscape in an election 
year likely adds 

uncertainty

Policy maker comfort with 
gradual moderation of 
growth suggests easing 

will mainly serve to 
cushion against bumps 

along the way

Growth will be well-above 
potential primarily due to 

a base effect, while 
inflation will remain 

subdued as expectations 
have not yet re-anchored
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Revisiting PIMCO Total Return 
Full Authority
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Contributing factors

� Conservative investment philosophy 

� Breadth, depth and unparalleled talent of team

� Ability to add value in all market environments 

� Risk focused approach

� Outperformed benchmark

289 out of 299 rolling monthly

3-year periods after fees (97%)
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PIMCO Total Return Fund (after fees) versus Barclays U.S. Aggregate 

Index rolling monthly 3-year returns from 31 May 1990 through 31 

March 2015

Outperformance

Underperformance

PIMCO’s record of performance – Total Return Fund

1cs_TR-perf_700_02

As of 31 March 2015

Customize for 
separate account use
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Delivering on our commitment to investors:

Risk management and capital preservation

1cs_TR_review_13b_MOD

Risk Management

�PIMCO TR is in the top decile of all the share classes in the 
category based on 10-year returns

�PIMCO TR has delivered a higher average return with lower 
volatility over the past ten years than the average peer 
currently in the top quartile 

Capital Preservation

�Our rigorous risk management has helped the Fund navigate 
a variety of market events and climates

�PIMCO TR’s maximum drawdown over the last 10 years is 
lower than its average peer

As of 31 March 2015
Source: Morningstar, PIMCO.
Peer group in rankings are based on all share classes of funds in Morningstar’s OE Intermediate-Term Bond Category with at least 10 years of performance history. PIMCO Total Return (TR) 
ranking is based on performance for the institutional share class (PTTRX). Maximum drawdowns are calculated as the change from peak to trough in the specified period (10 years) using 
monthly returns. The top quartile reflects those share classes in the top quartile based on 3-year returns .

Risk versus return
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Average monthly return (since 1994)

Delivering on our commitment to investors:

Diversification in periods of market stress

As of 31 March 2015
SOURCE: Morningstar, Bloomberg, PIMCO
Equities are represented by the S&P 500 Total Return Index. High Yield is represented by the Barclays U.S. Corporate High Yield Index. Peer group based on all share classes of funds in 
Morningstar’s OE Intermediate-Term Bond Category. PIMCO Total Return (TR) performance reflects the institutional share class (PTTRX). The current top quartile reflects those share classes 
currently in the top quartile based on three-year returns. 
Monthly returns are calculated from January 1994, the earliest available date for the HY index

* The worst equity returns are identified as the worst 25% of months with negative S&P 500 returns
** The most HY spread-widening months are identified as the widest 25% of months with spread widening

1cs_TR_review_15_MOD

PIMCO TR All peers Current top quartile

� PIMCO TR seeks a diverse set of alpha strategies, resulting in: 

- A higher average monthly return than its peer group 

- Stronger performance through times of market stress, when investors especially seek diversification to other elements in 
their own portfolios

� In months where equities sold-off* or high yield spreads widened the most,** PIMCO TR had the highest average return 
relative to peers. The average peer currently in the top quartile actually had a negative average return in those months.
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Cumulative performance: 30 Sep '14 – 31 Mar '15

Recent performance

� Since the end of Q3-2014, the Total Return Fund has returned 3.57%, beating its benchmark and the average of the funds in its 
Morningstar category

� The Fund’s performance in this time period has been better than 91% of its peers

Positioned for long-term success:

Solid recent performance

As of 31 March 2015
Source: Morningstar, PIMCO

90th percentile

1cs_TR_review_14_MOD
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