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What We Are Hearing 
From Asia-Pacific Investors: 
Five Themes for 2015 

Over the past several months, it has been my privilege to visit 

many of PIMCO’s clients throughout the Asia-Pacific region. 
Japan, Asia ex Japan, Australia and New Zealand together 

compose a large and diverse set of economies; still, we have 
observed five important common themes that have emerged 

among the region’s investors:  

1. A recognition of lower forward-looking returns, 

2. A focus on multi-asset solutions, 
3. A desire to look beyond traditional betas in both fixed 

income and equities,  
4. A preference for income-oriented investment solutions 

and  
5. An increased interest in harnessing the potential value 

of alternative investments. 

 

As we head into 2015, PIMCO is prepared to address these themes, drawing 

upon our time-tested investment process that combines high-level 

macroeconomic views with thorough on-the-ground research.  

Theme 1: Recognition of lower forward-looking returns 

As noted in PIMCO’s December Cyclical Outlook, the markets have largely priced 

in the New Neutral reality of lower secular policy rates and lower market returns. 

The drop in oil prices may temporarily buoy some markets and hurt oil-producing 

economies, with an overall neutral to modestly positive impact on global growth. 

However, while this cyclical phenomenon plays out, the secular horizon still 

portends an environment where lower returns will be the rule rather than the 

exception. 
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We were privileged at our December Cyclical Forum to be 

joined by former U.S. Federal Reserve Chairman Dr. Ben 

Bernanke, who suggested that global central bankers are 

likely to remain focused on growth in the real economy in 

determining the course of monetary policy. Considering 

that growth is likely to remain measured and that 

therefore policy rates are likely to remain low, market 

returns are unlikely to be as ebullient as we have seen in 

recent years. In turn, this reduces the ability of traditional 

stock and bond returns to suffice as the engines of a 

modern investment portfolio. 

Theme 2: A focus on multi-asset solutions 

We continue to see strong client interest in multi-asset 

solutions that transcend single asset classes to capitalize 

on a broad range of potential return drivers. Here in Asia-

Pacific, these strategies may be particularly appealing to 

clients as first steps in deploying assets offshore, given the 

diversification and multi-sector accessibility they confer, as 

well as for clients seeking to move into higher-discretion, 

higher-return target strategies while limiting downside 

risk.   

PIMCO offers a broad array of multi-asset solutions with 

long-term track records, including strategies with a real 

return orientation, strategies that express PIMCO’s broad 

“best ideas” and strategies that integrate our absolute 

return offerings while explicitly managing downside risk.   

Theme 3: Looking beyond traditional betas 

For decades, PIMCO has provided innovative solutions for 

enhancing traditional bond and stock betas. Client 

demand for these solutions has burgeoned in recent years, 

in light of both the limitations to traditional betas and the 

abilities of these “smart beta” and “liquid alternatives” 

solutions to help clients meet investment objectives. 

In fixed income, PIMCO’s unconstrained strategies seek to 

move beyond traditional fixed income returns and source 

alpha opportunities without the limitations of a 

benchmark. With the ability to modulate interest rate 

sensitivity and harness a global opportunity set, these 

strategies provide investors with valuable flexibility in the 

face of a lower return environment. Similarly, strategies 

that seek to opportunistically isolate alpha sources in 

credit, mortgages and commodities can be powerful 

additions to a portfolio. 

In equity space, PIMCO’s StocksPLUS strategies, including 

the four-time winner of the U.S. Lipper Best Funds Group 

Large Company Equity award (2010, 2011, 2012, 2013), 

have been joined by a robust set of offerings in our 

Fundamental Index-based product suite. The latter 

strategies have grown from a collaboration with our 

partners at Research Affiliates, a pioneer in fundamental 

indexing. Because traditional market-capitalization-

weighted indexes tend to overweight overpriced securities, 

fundamental indexes seek to structurally outperform 

traditional indexes by investing in securities that are 

underpriced relative to fundamentals and selling securities 

that are overpriced relative to fundamentals. PIMCO 

portfolio managers then add a layer of active fixed income 

management to this “smart beta” approach, presenting a 

compelling investment solution. 

Theme 4: Income-oriented solutions 

Our clients’ increasing focus on income-oriented solutions 

is supported by both demographic trends and market 

realities. An aging global population naturally focuses on 

steady sources of income, and uncertainty about long-

term market returns augments investor focus on income 

generation in the near term.    

PIMCO’s Income strategy is managed by our Group CIO, 

Dan Ivascyn, and managing director Alfred Murata. Last 

year, Dan and Alfred were jointly recognized as 2013 

Morningstar Fixed-Income Fund Managers of the Year 

(U.S.). Investors continue to utilize this strategy in pursuit of 

income without sacrificing a strong risk management focus.  

Another income-generation-focused strategy that has 

attracted interest from investors in Asia-Pacific is the 

Capital Securities strategy. This strategy blends 

macroeconomic analysis with rigorous credit research to 

identify securities that may outperform bank equities and 

traditional high yield bonds.  
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Theme 5: Exploring alternatives 

PIMCO’s alternatives strategies target high returns while 

aiming to reduce portfolio volatility by focusing on 

uncorrelated sources of alpha.   

We have seen a broad array of approaches to alternatives 

in Asia-Pacific: Some investors favor direct investments in 

hedge funds and/or private equity strategies, some prefer 

fund-of-funds approaches and some primarily seek co-

investment opportunities. PIMCO currently offers hedge 

fund strategies (global macro, relative value, commodity) 

and private equity strategies (opportunistic real estate and 

opportunistic credit). We plan to grow this important 

business to target opportunities that our alternatives 

portfolio management team identifies, and serve 

increasing client demand for these solutions. We look 

forward to continuing the dialogue on this important 

opportunity set in the coming months. 

The above list is by no means exhaustive, but it does 

represent what many Asia-Pacific investors are prioritizing 

in 2015.  

In closing, let me express my gratitude for the time our 

clients have taken to share their investment needs and 

priorities; these exchanges enable PIMCO to serve 

investors more effectively. We stand ready to support our 

clients however we can, and we wish you a happy, healthy 

and prosperous 2015. 
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Past performance is not a guarantee or a reliable indicator of future results. All investments 
contain risk and may lose value. Absolute return portfolios may not fully participate in strong positive 
market rallies. Investing in the bond market is subject to risks, including market, interest rate, issuer, credit, 
inflation risk, and liquidity risk. The value of most bonds and bond strategies are impacted by changes in 
interest rates. Bonds and bond strategies with longer durations tend to be more sensitive and volatile than 
those with shorter durations; bond prices generally fall as interest rates rise, and the current low interest 
rate environment increases this risk. Current reductions in bond counterparty capacity may contribute to 
decreased market liquidity and increased price volatility. Bond investments may be worth more or less than 
the original cost when redeemed. 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. Commodities contain heightened risk, including 
market, political, regulatory and natural conditions, and may not be suitable for all investors. Mortgage- 
and asset-backed securities may be sensitive to changes in interest rates, subject to early repayment risk, 
and while generally supported by a government, government-agency or private guarantor, there is no 
assurance that the guarantor will meet its obligations. High yield, lower-rated securities involve greater 
risk than higher-rated securities; portfolios that invest in them may be subject to greater levels of credit and 
liquidity risk than portfolios that do not. 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. 

Smart beta refers to a benchmark designed to deliver a better risk and return trade-off than conventional 
market cap weighted indices. PIMCO’s liquid alternative strategies are without the principal lock-ups of 
traditional private equity funds and hedge funds and include separate accounts whose holdings can be 
liquidated at a client’s request subject to current market conditions, mutual funds that can be liquidated at 
NAV on a daily basis and ETFs that can be liquidated on the secondary market under normal market 
conditions. There is no guarantee that a security will be able to be liquidated in a timely fashion or when it 
would be most advantageous to do so. 
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Statements concerning financial market trends or portfolio strategies are based on current market 
conditions, which will fluctuate. There is no guarantee that these investment strategies will work under all 
market conditions or are suitable for all investors and each investor should evaluate their ability to invest for 
the long term, especially during periods of downturn in the market. Strategy availability may be limited to 
certain investment vehicles; not all investment vehicles may be available to all investors. Investors should 
consult their investment professional prior to making an investment decision. 

The Morningstar Fixed Income Fund Manager of the Year award (2013) is based on the strength of the 
manager, performance, strategy and firm's stewardship. Morningstar named Dan Ivascyn and Alfred 
Murata the 2013 Fixed Income Manager of the Year (US). The Lipper Fund Best Group over 3 Years Large 
Equity award (2013) recognizes funds that have delivered consistently strong risk-adjusted performance, 
relative to peers 

This material contains the current opinions of the authors but not necessarily those of PIMCO and such 
opinions are subject to change without notice.  This material is 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. 

PIMCO provides services only to qualified institutions and investors. This is not an offer to any person in any 
jurisdiction where unlawful or unauthorized. | Pacific Investment Management Company LLC, 650 
Newport Center Drive, Newport Beach, CA 92660 is regulated by the United States Securities and 
Exchange Commission. | 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. | PIMCO Asia Pte Ltd 
(501 Orchard Road #09-03, Wheelock Place, Singapore 238880, Registration No. 199804652K) is 
regulated by the Monetary Authority of Singapore as a holder of a capital markets services licence and an 
exempt financial adviser. The asset management services and investment products are not available to 
persons where provision of such services and products is unauthorised. | PIMCO Asia Limited (Suite 2201, 
22nd Floor, Two International Finance Centre, No. 8 Finance Street, Central, Hong Kong) is licensed by the 
Securities and Futures Commission for Types 1, 4 and 9 regulated activities under the Securities and Futures 
Ordinance. The asset management services and investment products are not available to persons where 
provision of such services and products is unauthorised. | PIMCO Australia Pty Ltd (Level 19, 363 George 
Street, Sydney, NSW 2000, Australia), AFSL 246862 and ABN 54084280508, offers services to wholesale 
clients as defined in the Corporations Act 2001. | PIMCO Japan Ltd (Toranomon Towers Office 18F, 4-1-
28, Toranomon, Minato-ku, Tokyo, Japan 105-0001) Financial Instruments Business Registration Number is 
Director of Kanto Local Finance Bureau (Financial Instruments Firm) No.382. PIMCO Japan Ltd is a member 
of Japan Investment Advisers Association and The Investment Trusts Association, Japan. Investment 
management products and services offered by PIMCO Japan Ltd are offered only to persons within its 
respective jurisdiction, and are not available to persons where provision of such products or services is 
unauthorized. Valuations of assets will fluctuate based upon prices of securities and values of derivative 
transactions in the portfolio, market conditions, interest rates, and credit risk, among others. Investments in 
foreign currency denominated assets will be affected by foreign exchange rates. There is no guarantee that 
the principal amount of the investment will be preserved, or that a certain return will be realized; the 
investment could suffer a loss. All profits and losses incur to the investor. The amounts, maximum amounts 
and calculation methodologies of each type of fee and expense and their total amounts will vary 
depending on the investment strategy, the status of investment performance, period of management and 
outstanding balance of assets and thus such fees and expenses cannot be set forth herein. | PIMCO 
Canada Corp. (199 Bay Street, Suite 2050, Commerce Court Station, P.O. Box 363, Toronto, ON, M5L 
1G2) services and products may only be available in certain provinces or territories of Canada and only 
through dealers authorized for that purpose. | PIMCO Latin America Edifício Internacional Rio Praia do 
Flamengo, 154 1o andar, Rio de Janeiro – RJ Brasil 22210-906. | No part of this material may be reproduced 
in any form, or referred to in any other publication, without express written permission. PIMCO is a 
trademark or registered trademark of Allianz Asset Management of America L.P. in the United States and 
throughout the world. THE NEW NEUTRAL and YOUR GLOBAL INVESTMENT AUTHORITY are trademarks 
or registered trademarks of Pacific Investment Management Company LLC in the United States and 
throughout the world. ©2015, PIMCO. 


