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When Markets Diverge, Opportunities Emerge
The global economic and market outlook suggests diverging paths among regions and sectors. Last year, overall global growth looked 
stagnant, but trends this year suggest potential for a soft landing instead of a recession – mainly due to the continuing strength in the U.S. 
economy. But that resilience comes with risks: most notably, the potential for hotter inflation. 

The diverging macroeconomic outlook creates compelling opportunities among asset classes. 

OVERALL RISK

We are slightly overweight risk as we see early signs of a potential soft landing in the global economy. However, 
continued U.S. resilience presents the risk of sticky inflation. We expect regional divergence in monetary policy 
as the outlooks for inflation and growth differ by country. We favor higher quality exposures across asset 
classes and emphasize diversification in the current environment. 

POSITIONING OPPORTUNITIES

CREDIT

OVER

We are overweight credit, driven by a preference for securitized. We 
emphasize positions in senior non-agency MBS and tranches of select 
ABS, which we believe are supported by resilient fundamentals and 
attractive valuation profiles. In corporate credit, we are neutral 
investment grade as starting yields are strong, but spreads appear tight. 
We are underweight high yield amid rich spread levels and expectations 
for default rates to increase off recent lows. 

Under Neutral Over

EQUITIES We are marginally constructive on equities, with a preference for higher 
quality and an overweight to the U.S. given signs of continued economic 
strength and expectations for EPS growth to broaden. We are neutral 
Europe given weaker earnings expectations and greater exposure to 
China. We are overweight select emerging markets, particularly in Asia, 
as we see potential upside supported by reasonable valuations and a 
recovery in semiconductor sales. 
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Under Neutral Over

We are slightly overweight duration amid high starting yields and capital 
appreciation potential. We prefer developed ex-U.S. markets with lower 
inflation risks and greater downside growth risks, like Australia, Canada, 
and Europe. We are underweight the U.S. given continued economic 
resilience. We are underweight Japan as the BOJ begins hiking rates to 
combat rising inflation. In emerging markets, we are overweight local 
rates in countries with high real rates and room to cut.

Under Neutral OverRATES

OVER

OVER

REAL ASSETS While we see upside risks to inflation in the U.S. in particular, we are 
neutral real assets. As we await further clarity on the near-term path of 
inflation, we are neutral on inflation-linked bonds and gold and prefer to 
gain exposure to inflation through equities. We are neutral commodities 
amid continued geopolitical threats from wars in Europe and the Middle 
East. We are also neutral REITs given high economic cyclicality and 
sensitivity to still-elevated interest rates. 
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CURRENCIES We are overweight the U.S. Dollar amid economic resilience, relatively 
high carry and less demanding valuations versus recent history. We are 
underweight the Euro given the potential for weaker growth and more 
central bank easing. We are overweight the Japanese Yen as further 
BOJ tightening should improve carry, plus the Yen provides a risk-off 
hedge. In emerging markets, we are overweight select high-yielding 
currencies that typically offer compelling valuation and quality profiles.

Under Neutral Over

OVER

Past performance is not a guarantee or a reliable indicator of future results.
All Investments contain risk and may lose value. 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. Inflation-linked bonds (ILBs) issued by 
a government are fixed income securities whose principal value is periodically adjusted according to the rate of inflation; ILBs decline in value when real interest rates rise. 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. Currency rates may fluctuate significantly over short periods of time and may reduce the returns of a portfolio. Mortgage- and asset-backed securities may be sensitive to 
changes in interest rates, subject to early repayment risk, and their value may fluctuate in response to the market’s perception of issuer creditworthiness; while generally supported by 
some form of government or private guarantee, there is no assurance that private guarantors will meet their obligations. References to Agency and non-agency mortgage-backed secu-
rities refer to mortgages issued in the United States. 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. Commodities contain heightened risk, including market, political, regulatory and natural conditions, and may not be 
appropriate for all investors. REITs are subject to risk, such as poor performance by the manager, adverse changes to tax laws or failure to qualify for tax-free pass-through of income. 
Equities may decline in value due to both real and perceived general market, economic and industry conditions. The credit quality of a particular security or group of securities does 
not ensure the stability or safety of an overall portfolio. Diversification does not ensure against loss.
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 appropriate for all investors and each investor should evaluate their ability to invest for the long term, especially during periods of 
downturn in the market. Investors should consult their investment professional prior to making an investment decision. Outlook and strategies are subject to change without notice.
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. 
Earnings Per Share (EPS); Bank of Japan (BOJ); Mortgage-backed securities (MBS); Asset-backed securities (ABS); Real Estate Investment Trust (REIT). 
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 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. | 
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Instruments) Regulations 2017, as amended; (3) UK Branch: the Financial Conduct Authority (FCA) (12 Endeavour Square, London E20 1JN); (4) Spanish Branch: the Comisión Nacional 
del Mercado de Valores (CNMV) (Edison, 4, 28006 Madrid) in accordance with obligations stipulated in articles 168 and  203  to 224, as well as obligations contained in Tile V, Section 
I of the Law on the Securities Market (LSM) and in articles 111, 114 and 117 of Royal Decree 217/2008, respectively and (5) French Branch: ACPR/Banque de France (4 Place de 
Budapest, CS 92459, 75436 Paris Cedex 09) in accordance with Art. 35 of Directive 2014/65/EU on markets in financial instruments and under the surveillance of ACPR and AMF. The 
services provided by PIMCO Europe GmbH are available only to professional clients as defined in Section 67 para. 2 German Securities Trading Act (WpHG). They are not available to 
individual investors, who should not rely on this communication. | PIMCO (Schweiz) GmbH (registered in Switzerland, Company No. CH-020.4.038.582-2, Brandschenkestrasse 41 
Zurich 8002, Switzerland). The services provided by PIMCO (Schweiz) GmbH are not available to retail investors, who should not rely on this communication but contact their financial 
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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 
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by the Securities and Futures Commission for Types 1, 4 and 9 regulated activities under the Securities and Futures Ordinance. PIMCO Asia Limited is registered as a cross-border 
discretionary investment manager with the Financial Supervisory Commission of Korea (Registration No. 08-02-307). The asset management services and investment products are 
not available to persons where provision of such services and products is unauthorised. | PIMCO Investment Management (Shanghai) Limited. Office address: Suite 7204, Shanghai 
Tower, 479 Lujiazui Ring Road, Pudong, Shanghai 200120, China (Unified social credit code: 91310115MA1K41MU72) is registered with Asset Management Association of China as 
Private Fund Manager (Registration No. P1071502, Type: Other). | PIMCO Australia Pty Ltd ABN 54 084 280 508, AFSL 246862. This publication has been prepared without taking 
into account the objectives, financial situation or needs of investors. Before making an investment decision, investors should obtain professional advice and consider whether the 
information contained herein is appropriate having regard to their objectives, financial situation and needs. To the extent it involves Pacific Investment Management Co LLC (PIMCO 
LLC) providing financial services to wholesale clients, PIMCO LLC is exempt from the requirement to hold an Australian financial services licence in respect of financial services 
provided to wholesale clients in Australia. PIMCO LLC is regulated by the Securities and Exchange Commission under US laws, which differ from Australian laws. | PIMCO Japan 
Ltd, 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, The Investment Trusts Association, Japan and Type II Financial Instruments Firms Association. All investments contain risk. 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 Taiwan Limited is an 
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