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Donald Trump # BHnFELY
# PP R ade B E F(they Kill us) B2 R
A e i¥(there are no jobs, because China has our jobs) - Trump g; 2=
Fiis #-#Fpc? F(1 beat China all the time) - T g B -
# - p A% H# 33 v E F('N bring back our jobs from China, from

Mexico, from Japan, from so many places. I'll bring back our jobs, and I'll

2R

bring back our money) -

B110 0 % M s Trump 220 & 545 3 B o5 22 2 %
‘I was tired, and I think a lot of other people
are tired of watching other people

“ . L. ripping off the United States.”
We let Japan come in and dump everything in

our markets. It's not free trade. If ever you go over
to Japan and try to sell something, forget about it,
just forget about it. It is almost impossible.”

— Donald Trump
on CNN Larry King, 1987

— Donald Trump
on Oprah, 1988

“I’m not an isolationist. What I am, though, is —
I think that you have to be treated fairly by
other countries. If other countries aren't
going to treat you fairly, Larry, I think that
those countries should suffer the

“If you look at what certain countries are doing
to this country, such as Japan. I mean, they've
totally taken advantage of the country.. I'm

talking about the [trade] deficits. They come
and they talk about free trade. They dump the
cars and the VCRs and everything else”

— Donald Trump
on The Letterman Show, 1988

consequences.”
— Donald Trump
on Larry King, 1999
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Municipal debt outstanding: $3.81 trillion

Taxable ~$570
billion

Tax-Exempt
~$3.24 trillion

Chart as of 30 September 2019. SOURCE: Federal Reserve Data
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# 2 ' Bloomberg Barclays Taxable Municipal Index

Statistics

Number of issues 4,940 Duration (yrs) 9.02
Coupon (%) 5.20 Maturity (yrs) 17.22
Yield to worst (%) 2.78 Quality AA2/AA3
Yield to maturity (%) 3.07 QAS 111

B 21 sfat soif X ik & AFS 2 A F

Taxable Muni Market Sector Breakdown
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As of 30 September 2019
Sector allocations reference the Bloomberg Barclays Taxable Municipal Bond Index
‘SOURCE: Bloomberg Barclays, PIMCO
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(Z)EHFE2 P FRE
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Moody's 10-year cumulative average default rates = Municipals
= Global Corporates
35%

30% 28.79%
25%
20%
18%

10%
7.47%

. e %
0o 10.009%0-37% 0.02%0.78% 0.11%-!

\ Aaa Aa A J Baa HY

(2) AP ¥ REML P 6§ it 2 TR FR
B BHYFRE

4 Bloomberg Barclays Taxable Municipal Bond Index £ 7 * 55 $&
® h2 & i 3 % Bloomberg Barclays US Long Credit Index * #& » +
T =R ¥ L Aa2/AR3 ) Hfe T gL en T 305 ] 2.78% % E %
A ?é? % (OAS)111bps & *+ 2 @ # £72.41% 74bps 5 % F# B 9.02
EFARNFRNTELEHE(E 3o

Bloomberg Barclays Taxable Municipal Bond Index 71 # -3 £ 5
P RFenE CRPF AR T A& 3 (B 24) -

23 G A s E RS P G4k

Municipal versus corporate indices

Average Credit Quality Yield to worst (%) OAS  Duration

' Bloomberg Barclays Taxable Municipal Bond Index Aa2/Aa3 2.78 111 9.02 ,'
Bloomberg Barclays Build America Bonds Index Aa2/Aa3 2.82 119 9.54
Bloomberg Barclays U.S. Long Credit Index A3/Baa1 3.62 182 13.45

:’B_Io;m_b;r;B_arzla_ys_U_S_C_reZili_e;Fi_n;n;ia_ls_e; E;BE _________ P;;;'A;:s_ S ;;1 ______ T;_ o _T_EH_ _‘|
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Annualized Returns - Bloomberg Barclays Taxable Municipal Bond Index

- Bloomberg Barclays U.S. Credit ex-Financials, ex-BBB
12

10
8
[
4
p M ENEEE 00ZEEEEN TSNS 00O OB NS
Tyr 3yr Syr

As of 30 September 2019

Retumns (%)

TP RFERGPFEI P FRLEF
(Yield/Volatility)

B 25 ¢ % BLik5T o0 Taxable-equivalent Muni(40.8% rate) &_#- 4. f&
T ﬂ::tf?l: “]/I" —Zp}‘ «ﬂ F‘L » g"?fﬂ_. I'gt 19 m‘,% fi’l‘]/b “l( A :‘%“ ’ &é‘..}l'—ﬁ- E fi,ﬂ;fﬁ}i

Yo & F o BEAR T e s (Taxable Muni) & & > @ 2 R8P F
AEGER R B o PR RERT R e s T AR
P o

BT e 2 E A E R K 6% B P AP Lk R &
FHF  BEROGA O RABRFE > BV RS - AR EF
& o

20



B 25: 2 F AN 2 ¥ R T F F (Yield/\Volatility)

Ten year annualized asset class returns versus volatility

18%
Taxable-equivalent High Yield Muni
16% (40.8% rate)
14%
Dow Jones S&P 500
= 12%
=
= High Yield
3 10% Taxable-equivalent Muni (40.8% High Yield Muni
% rate) .
% 8% ¢ ( Taxable Muni \I
2 ! |
3 6% BBG Barclays o __ -
Agg
*
4% MBS Muni Credit
- ABS
Agency US Treasury
0%
0% 2% 4% 6% 8% 10% 12% 14% 16%

Annualized Standard Deviation (%)

As of 31 December 2018

Past performance is not a guarantee or a reliable indicator of future results.

Axis intentionally not drawn to scale to emphasize volatility

Muniftaxable-equivalent Muni and High Yield Muni/Taxable-equivalent High Yield Muni are based on the Bloomberg Barclays Municipal Bond Index and Bloomberg Barclays High Yield Municipal Bond
Index, respectively. The taxable-equivalent return is determined using an effective rate of 40.8% (top federal tax rate of 37.0% and 3.8% net investment income tax)

I S LS AR L R =L

BR-#HFes HR AR 85%% Agency MBS > 15% 5 # Rl4n
WAWWHE X TIPS ) » £ 4 » Ff™ s ¥ (14 Bloomberg Barclays
Taxable Municipal Index & % » * L FHRE 92 TIPS 4§ ) > RIATRF
o & w4 L Agency MBS (75%) ~ TIPS (13%)-%3%%&% < % (12%)
48] 26 -

B 26 R F etz FA RS

Bloomberg {
Barclays Taxable
Municipal Index

Yieldto Estimated|
Maturity  Volatility']
|

Asset Class Index Current Portfolio

Proposed Portfolio 1

1
1 1 1
| | |
1 1 1 1
e - Agency MBS Account 25% 20% | 85.0% | . i 75.0% I
1 1 1 |
US TIPS Account 20% 51% 15.0% - 13.0%
| 1 I 1
1
5 Bloomberg Barclays Taxable Municipal Index 3.1% 6.2% - | 100.0% ! 12.0% |
1 1 1 1
Total ! 100.0% | 100.0% ! 100.0% |
\ / \ /
e — - | ——
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Agency MBS FIE % B4 £ 3P FR®E > ¥ £ § L
(Negative Convexity)h *& *$FfY k& R KA1 & 5 2P S HHPF R *&
BELTASTIZRGE f OER G - TIPSAF LR FNF > 224
WREPEE REPAFRARRLEZRFT S FDFR G - FRD K
FEZFPAFRILZ AR EP S EPFRG2 G 1L G(F
27) -

Bl 27 : Agency MBS ~ TIPS & 3ft® pcif ¥ 20 & 5431

Contribution to Estimated Volatility (bps)?

. 800
B Convexity
619
M Corp IG Spread 600
M Securitized Spread 400
199
Slope 200
M Real Duration
0
B Nominal Duration (DM) Bl berg Barclays Taxable Municipal
Agency MBS Account US TIPS Account eombarg Barc ays Taxalle Nnicipe
-200 Index
Yield to Maturity 2.48% 1.97% 3.07%
Estimated Volatility* 1.99% 5.13% 6.19%
Yield/ Est. Volatility® 125 038 049
Equity Beta vs. S8P500 -0.01 0.00 011
Duration 221 832 9.02
CVaR (95%)° -281% -8.55% -11.43%

As of 30 September 2019. SOURCE: PIMCO. Hypothetical example for illustrative purposes only.

1 See Appendix for additional information regarding volatility estimates.
2 Conditional-Value-at-Risk (CVaR) is an estimate of the average expected loss beyond a desired level of significance. A negative value represents a loss.

Refer to Appendix for additional performance and fee, hypothetical example, investment strateqy, portfolio analysis, CVaR and risk information.

(=) 4 M B X2 BRFPER G
LB T IREER) A 5 e xR e X 1S AT T e 4 (] 28)
PRRF R P AR R4

1. ﬁﬁ"’ -ﬁ'ﬁﬁ"’ lﬁvﬁ”)i’bjrl'ﬁ"——l ,_q.ﬂfe.lﬁ‘ﬁ_’&lﬁc:
(Yield/Volatility) % & 2

h
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3 382&

Flofs T 5 3 HHF Y
MBS £ TIPS 75 i 8 B & %] 4
HpRd 312F 23

3. F LS
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28) o

W 28 : fRiL T

Contribution to Estimated Volatility (bps)?

W Convexity
350

W CorpIG Spread

222

M Securitized Spread .
150

Slope

M Real Duration

W Nominal Duration >0
(DM) Current Portfolio

:%é:,]‘ %

PR b B RGE TERY RE X BT RS
Epp S d 240% 2 % 2.4

8% s P kBB d 2220 £ %

£ KT e

9 & FNRAETE

v d 1.08%% "% 3 0.99% -

EHFYFL 3128

& ¢ Agency

228 83% kP FTEL B

1 382% -

AR RikhiE "}""

pER PR KA L

Proposed Portfolio

7

-~

Yield to Maturity

Estimated Volatility®
Yield/ Est. Volatility®
Equity Beta vs. S&P500

Duration

CVaR (95%)°

23

Current Portfolio

2.40%

2.22%

108

-0.01

312

-3.10%

B0 f LR EAT

PSP RRGER
AR BRI REHMT ICE S
e &£ ¢ kp MBS e itk & £ (B

EHRFRT L PR R

Proposed Portfolio

2.48%

2.50%
0.99
0.00
3.82

-3.52%



Wl Ao 0wt Lk @ B R RFEEORT AR
B R EPIF A DERT o R B SR b RE

fUent g A IR B ISR s ﬁﬂé‘ AR A RATHRET &
ZRIVPREFFERATHFTEER SR > BIFL-2.6%7

2. BH TREEBR AT - B ERKRT TR 25%

B Efpimf & 2R EFEE JIFR GG

CEZ B HFHEMF I RALHH03%T E 2

-0.3% -

Bl 29 @ BB A 17

Hypothetical scenario analysis
Total return over a 3-month horizon

Parallel Rate Shock Equity Shock Rate and Equity Shock
10% 2-Yr, 10-¥r, 30-Yr US US Equities: -25% 2-¥r, 10-Yr, 30-Yr US
Treasure: +100bps Treasury: +100bps
B Other* US Equities: -25%

5%

Carry Adj
0.3%
M Spreads m
M Rates
< Total 10%
Current Proposed Current Proposed Current Proposed
Portfolio Portfolio Portfolio Portfolio Portfolio Portfolio

Y

Estimated total return over the next quarter if risk factor shocks were to happen today

+ Incorporates an adjustment for carry by scaling current portfolio carry by the horizon length

+ Does not consider changing positioning of managers/indices, risk factors are held constant

» Shocks are propagated to other risk factors (e.g. spread sectors are positive contributors when rates rise)

As of 30 September 2019, Source: PIMCO. Hypothetical example for illustrative purposes only.
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LR EERGIER AP — BRER%RD T 25%2 2 & 10
#9130 & 2 B2 F IS ¥ 2 100bps

TP SR G EP LRk AW B R RER &
BB F AR T O RFTELZ B DTS
Rk en-4.9%T % 3 6.4% 0 AT X AR A BT 5 R
(%] 29) -
(z) B FHEAHT
BRTER T e £ A ulie(s 1094 & Fed 2 4 ~ 2008 & & i 5 48 %
2013 & Taper Tantrum\/j”j;s{ FEAYT o REFEE T EZARY
B8 ™ 2 9 B4R % A w5 -3.8% ~ 2.0%87-0.4% » A74L F 2 & B 5
4.4% ~ 0.7%22-0.8% » 4F % ¥ 4 2R A &7 % L 4 FI(H 30) -

B30 : frd A

Historical Scenario Analysis

_ 1994 Fed Hike 2008 Financial Crisis 2013 Taper Tantrum
(1/31/1994 — 12/13/1994) (5/31/08 — 2/28/09) (5/31/13 - 12/31/13)
10%
M Rebalancing
Term
5%
Carry Adj.
0%
-0.4% 0.8%
M Rates -5%
< Total
-10%
Current Proposed Current Proposed Current Proposed
Portfolio Portfolio Portfolio Portfolio Portfolio Portfolio
L

Y

Estimated total return over specified period if scenarios were to happen today
+ Combines current positioning of the portfolios with historical risk factor movements. It does not attempt to replicate
historical realized returns

+ Incorporates an adjustment for carry by scaling current portfolio carry by the length of the time period shown
+ Does not consider changing positioning of managers/indices

As of 30 September 2019. Source: PIMCO. Hypothetical example for illustrative purposes only.
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(Portfolio Risk Management)
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Isaac Meng
2 | (Emerging Markets Portfolio China Macro and Policy Update
Manager)
Lillian Lin . i
" ! . Cyclical Outlook and Views from
3 | (Investment Grade Portfolio . . .
Americas Portfolio Committee
Manager)
David McMahon
4 .. : Municipal 101
(Municipal Bond Strategist) Hnicip
David Hammer
. I tment Phil hy and Outlook
5 | (Head of Municipal Bond _nves mep 1OSOpHy anc IUH00
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Portfolio Management)
Andrei Wi . : .
6 ndrel Wagner Risk Management in Municipal
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