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The Attractive Opportunity in Bonds

1. Strong Yields

Yields are the highest they have been since 2007

For years, bond yields remained low, creating obstacles for investors seeking attractive income, but that’s changed. Today, bonds 
offer yields not seen in more than a decade. They also offer a broad range of opportunities to build resilient portfolios, with the 
potential for both attractive returns and mitigation against downside risks.

Importantly, higher yields 
may translate to higher 
return potential for long-term 
investors. Starting yields 
historically show a 94% 
correlation with future returns. 
That means a bond with a 5% 
yield today, will deliver (absent 
default) a roughly 5% average 
annual return.
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As of 30 September 2023. Source: Bloomberg, PIMCO. Past performance is not a guarantee or a reliable indicator of future results. Charts are provided for 
illustrative purposes and are not indicative of the past or future performance of any PIMCO product.

As of 30 September 2023. Source: Bloomberg, PIMCO. Past performance is not a guarantee or a reliable indicator of future 
results. Chartsare provided for illustrative purposes and are not indicative of the past or future performance of any PIMCO product.

Enhanced yields and tax-deferral create an attractive environment for fixed-income

Strong Yields Total Return Opportunity Power of Compounding

 BBG U.S. Aggregate Bond Index Yield  BBG U.S. Aggregate Bond Index Forward 5 Year Retum

Yield vs. 5 year forward return
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2. Total Return
Opportunity

3. Power of Compounding

Yields as an anchor for strong, long-term returns

Enhanced Long-Term Performance Through Tax-Deferal

The total return of fixed income investments 
is composed of income and capital 
appreciation. The interest paid by bonds 
is contractually owed to the bond holder, 
making income the cornerstone of bond 
investing. While capital gains and losses 
can significantly add or detract from annual 
returns, income is consistent and, over time, 
is the main driver of fixed income returns.

In a taxable investment vehicle, interest earned from 
investments, such as bonds, is taxed as ordinary income rather 
than the lower capital gains rate paid on dividends. However, in 
a qualified investment vehicle such as a tax-deferred variable 
annuity or 401(k) account, tax obligations are postponed 
until the investor begins taking distributions. This deferral 
gives investors the opportunity to enhance their long-term 
performance through the power of compounded growth. 

Source: Morningstar, PIMCO as of 31 December 2022. Morningstar US Insurance Multisector Bond 
peer group average. Past performance is not a guarantee or a reliable indicator of future results. 
Charts are provided for illustrative purposes and are not indicative of the past of future performance
of any PIMCO product.

Source: Morningstar, PIMCO as of 31 December 2022. Morningstar US Insurance Multisector Bond peer group average. Past performance is not a guarantee or a 
reliable indicator of future results. Charts are provided for illustrative purposes and are not indicative of the past of future performance of any PIMCO product. After 
tax data assumes an effective tax rate of 40.8% determined using the top Federal Marginal Tax Rate of 37%, in addition a Medicare Tax of 3.8% for top earners for the 
period of 2018 - 2022, an effective tax rate of 43.4% determined using the top Federal Marginal Tax Rate of 39.6%, in addition a Medicare Tax of 3.8% for top earners 
for the period of 2013-2017, and the top Tax Federal Marginal Rate of 35% for the period of 2007-2012.
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 Income Returns  Capital Gain/Loss

Allocating a portion of your portfolio to actively managed 
fixedincome may help you take advantage of today’s higher 
starting yield. Deferring tax enables investors the opportunity 
to benefit from compounding growth, further enhancing the 
investment opportunity. Combined, these factors present long-
term investors a strong opportunity for long-term growth and 
capital appreciation.
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Past performance is not a guarantee or a reliable indicator of future results.
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 low interest rate environments increase this risk. 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.
Management risk is the risk that the investment techniques and risk analyses applied by an investment manager will not produce the desired results, and that 
certain policies or developments may affect the investment techniques available to the manager in connection with managing the strategy. Annuity guarantees 
are backed by the claims-paying ability of the issuing insurance company. PIMCO does not offer insurance guaranteed products or products that offer 
investments containing both securities and insurance features.
PIMCO does not provide legal or tax advice. Please consult your tax and/or legal counsel for specific tax or legal questions and concerns. The discussion herein 
is general in nature and is provided for informational purposes only. There is no guarantee as to its accuracy or completeness. Any tax statements contained 
herein are not intended or written to be used, and cannot be relied upon or used for the purpose of avoiding penalties imposed by the Internal Revenue Service 
or state and local tax authorities. Individuals should consult their own legal and tax counsel as to matters discussed herein and before entering into any estate 
planning, trust, investment, retirement, or insurance arrangement.
The correlation of various indexes or securities against one another or against inflation is based upon data over a certain time period. These correlations may 
vary substantially in the future or over different time periods that can result in greater volatility.
It is not possible to invest directly in a Morningstar category or an unmanaged index.
© 2023 Morningstar. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied 
or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or 
losses arising from any use of this information. Past performance is no guarantee of future results.
PIMCO as a general matter provides services to qualified institutions, financial intermediaries and institutional investors. Individual investors should contact their 
own financial professional to determine the most appropriate investment options for their financial situation. This material contains the opinions of the manager 
and such opinions are subject to change without notice. This material 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 material may be reproduced in any form, or referred to in any other publication, without express written 
permission. PIMCO is a trademark of Allianz Asset Management of America LLC in the United States and throughout the world. ©2023, PIMCO.
For investment professional use only

pimco.com




