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This Statement of Additional Information is not a prospectus, and should be read in conjunction with the
prospectuses of PIMCO Variable Insurance Trust (the “Trust”), as described below and as supplemented from time to
time.

The Trust is an open-end management investment company (“mutual fund”) currently consisting of eighteen (18)
separate investment portfolios (the “Portfolios”): the PIMCO Dynamic Bond Portfolio; the PIMCO Emerging
Markets Bond Portfolio; the PIMCO Global Bond Opportunities Portfolio (Unhedged); the PIMCO Global
Core Bond (Hedged) Portfolio; the PIMCO High Yield Portfolio; the PIMCO Income Portfolio; the PIMCO
International Bond Portfolio (Unhedged); the PIMCO International Bond Portfolio (U.S. Dollar-Hedged); the
PIMCO Long-Term U.S. Government Portfolio; the PIMCO Low Duration Portfolio; the PIMCO Real Return
Portfolio; the PIMCO Short-Term Portfolio; the PIMCO Total Return Portfolio (together, the “Fixed Income
Portfolios™”); the PIMCO All Asset Portfolio; the PIMCO Balanced Allocation Portfolio; the PIMCO
CommodityRealReturn® Strategy Portfolio; the PIMCO Global Diversified Allocation Portfolio; and the
PIMCO Global Managed Asset Allocation Portfolio. The Trust offers up to four classes of shares of the Portfolios:
Administrative Class, Institutional Class, Advisor Class and Class M.

The Portfolios” Administrative Class shares are generally offered through the Administrative Prospectus dated
April 28, 2023; the Portfolios’ Institutional Class shares are generally offered through the Institutional Prospectus
dated April 28, 2023; the Portfolios’ Advisor Class and Class M shares are generally offered through a combined
Advisor/M Prospectus dated April 28, 2023; and the Portfolios’ Administrative, Institutional, Advisor and M Class
shares are offered through separate prospectuses each dated April 28, 2023 (collectively, the “Prospectuses”). A copy
of the Prospectuses may be obtained free of charge at the address and telephone number listed below.

Pacific Investment Management Company LLC (“PIMCO” or the “Adviser”), 650 Newport Center Drive,
Newport Beach, California 92660, is the investment adviser to the Portfolios.

Shares of the Portfolios are currently sold to segregated asset accounts (“Separate Accounts”) of insurance
companies to serve as an investment medium for variable annuity contracts and variable life insurance policies
(“Variable Contracts”) and other funds that serve as underlying investment options for Variable Contracts (i.e., variable
insurance funds). The Separate Accounts invest in shares of the Portfolios in accordance with allocation instructions
received from owners of the Variable Contracts (“Variable Contract Owners”).

Copies of Prospectuses and Annual or Semi-Annual Reports (when available) may be obtained free of charge at
the address and telephone number listed below or by visiting https://www.pimco.com/en-us/pvit/.

PIMCO Variable Insurance Trust
650 Newport Center Drive
Newport Beach, California 92660
Telephone: (800) 927-4648


https://www.sec.gov/Archives/edgar/data/1047304/000119312523055697/d433779dncsr.htm
https://www.sec.gov/Archives/edgar/data/1047304/000119312522232446/d289667dncsrs.htm
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DESCRIPTION OF THE TRUST

The Trust is a Delaware statutory trust established under a Trust Instrument dated October 3, 1997. The Trust is
an open-end management investment company composed of separate portfolios, each of which is treated as a separate
portfolio. As of April 28, 2023, each Portfolio (except the PIMCO International Bond (Unhedged) and PIMCO
International Bond (U.S. Dollar-Hedged) Portfolios) is diversified, which means that, with respect to 75% of its total
assets, the Portfolio will not: (i) invest more than 5% of its total assets in the securities of any single issuer; or (ii) hold
more than 10% of the outstanding voting securities of that issuer.

INVESTMENT OBJECTIVES AND POLICIES

The investment objectives and general investment policies of each Portfolio are described in the Prospectuses.
Consistent with each Portfolio’s investment policies, each Portfolio may invest in “Fixed Income Instruments,” which
are defined in the Prospectuses. Additional information concerning the characteristics of certain of the Portfolios’
investments, strategies and risks is set forth below.

The PIMCO All Asset Portfolio invests substantially all of its assets in certain series of PIMCO Funds, PIMCO
Equity Series and PIMCO ETF Trust, each an affiliated investment company also managed by PIMCO. Each of the
PIMCO Global Diversified Allocation Portfolio and the PIMCO Global Managed Asset Allocation Portfolio also may
invest a portion of its assets in certain series of PIMCO Funds and certain series of PIMCO Equity Series. The series
of PIMCO Funds, PIMCO Equity Series and PIMCO ETF Trust in which the PIMCO All Asset, PIMCO Global
Diversified Allocation and PIMCO Global Managed Asset Allocation Portfolios may invest, as specified in the
Prospectuses, are referred to in this Statement of Additional Information as “Underlying PIMCO Funds.” By investing
in Underlying PIMCO Funds, the PIMCO All Asset, PIMCO Global Diversified Allocation and PIMCO Global
Managed Asset Allocation Portfolios (“PVIT Funds of Funds”) may have indirect exposure to some or all of the
securities and instruments described below depending upon how their assets are allocated among the Underlying
PIMCO Funds. Since the PVIT Funds of Funds may invest substantially all or a significant portion of their assets in
the Underlying PIMCO Funds, investment decisions made with respect to the PVIT Funds of Funds could under
certain circumstances negatively impact the Underlying PIMCO Funds, including with respect to the expenses and
investment performance of the Underlying PIMCO Funds. Similarly, certain funds managed by investment advisers
affiliated with PIMCO (“Affiliated Funds of Funds”) may invest some or all of their assets in the Underlying PIMCO
Funds, and investment decisions made with respect to Affiliated Funds of Funds similarly could, under certain
circumstances, negatively impact the Underlying PIMCO Funds, including with respect to the expenses and investment
performance of the Underlying PIMCO Funds. Please see “Investments in Underlying PIMCO Funds” below for more
information regarding potential risks related to the Underlying PIMCO Funds.

The PIMCO CommodityRealReturn® Strategy Portfolio may pursue its investment objective by investing in the
PIMCO Cayman Commaodity Portfolio I Ltd., a wholly-owned subsidiary of the Portfolio organized under the laws of
the Cayman Islands (the “CRRS Subsidiary”). The CRRS Subsidiary is advised by PIMCO, and has the same
investment objective and will generally be subject to the same fundamental, non-fundamental and certain other
investment restrictions as the Portfolio; however, the CRRS Subsidiary (unlike the Portfolio) may invest without
limitation in commodity-linked swap agreements and other commodity-linked derivative instruments. The Portfolio
and CRRS Subsidiary may test for compliance with certain investment restrictions on a consolidated basis, except that,
with respect to its investments in certain securities that may involve leverage, the CRRS Subsidiary will comply with
requirements of Rule 18f-4 on an aggregate basis with the Portfolio. By investing in the CRRS Subsidiary, the
Portfolio is indirectly exposed to the risks associated with the CRRS Subsidiary’s investments. The derivatives and
other investments held by the CRRS Subsidiary are generally similar to those held by the Portfolio and are subject to
the same risks that apply to similar investments if held directly by the Portfolio. See below “Investment Objectives and
Policies—Investments in the Wholly-Owned Subsidiaries” for a more detailed discussion of the Portfolio’s CRRS
Subsidiary.

The PIMCO Global Managed Asset Allocation Portfolio may pursue its investment objective by investing in the
PIMCO Cayman Commaodity Portfolio Il Ltd., a wholly-owned subsidiary of the Portfolio organized under the laws of
the Cayman Islands (the “GMAA Subsidiary”). The GMAA Subsidiary is advised by PIMCO, and has the same
investment objective and will generally be subject to the same fundamental, non-fundamental and certain other
investment restrictions as the Portfolio; however, the GMAA Subsidiary (unlike the Portfolio) may invest without
limitation in commodity-linked swap agreements and other commaodity-linked derivative instruments. The Portfolio



and GMAA Subsidiary may test for compliance with certain investment restrictions on a consolidated basis, except
that, with respect to its investments in certain securities that may involve leverage, the GMAA Subsidiary will comply
with requirements of Rule 18f-4 on an aggregate basis with the Portfolio. By investing in the GMAA Subsidiary, the
Portfolio is indirectly exposed to the risks associated with the GMAA Subsidiary’s investments. The derivatives and
other investments held by the GMAA Subsidiary are generally similar to those held by the Portfolio and are subject to
the same risks that apply to similar investments if held directly by the Portfolio. See below “Investment Objectives and
Policies—Investments in the Wholly-Owned Subsidiaries” for a more detailed discussion of the Portfolio’s GMAA
Subsidiary.

U.S. Government Securities
U.S. Government securities are obligations of and, in certain cases, guaranteed by, the U.S. Government, its

agencies or instrumentalities. The U.S. Government does not guarantee the net asset value of a Portfolio’s shares.
Some U.S. Government securities, such as Treasury bills, notes and bonds, and securities guaranteed by the



a requirement of the Internal Revenue Code of 1986, as amended (the “Internal Revenue Code”), that at least 50% of
the applicable Municipal Fund’s total assets be invested in Municipal Bonds at the end of each quarter of a Municipal
Fund’s tax year.

Certain Underlying PIMCO Funds, such as the PIMCO California Intermediate Municipal Bond, PIMCO
California Municipal Bond and PIMCO California Short Duration Municipal Income Funds, may concentrate their
investments in California Municipal Bonds and will therefore be exposed to California state-specific risks. Similarly,
the PIMCO New York Municipal Bond Fund, an Underlying PIMCO Fund, may concentrate its investments in
New York Municipal Bonds and will therefore be exposed to New York state-specific risks. State-specific risks are
discussed in the “Description of Principal Risks” section of the applicable Underlying PIMCO Funds’ prospectus and
in the “Municipal Bonds” section of the Underlying PIMCO Funds’ Statement of Additional Information. The PIMCO
High Yield Municipal Bond, PIMCO Municipal Bond, PIMCO National Intermediate Municipal Bond and PIMCO
Short Duration Municipal Income Funds, each an Underlying PIMCO Fund, may, from time to time, invest more than
25% of their total assets in Municipal Bonds of issuers in California and New York. Accordingly, such Underlying
PIMCO Funds, to the extent they invest more than 25% in California or New York, will be subject to the applicable
state-specific risks discussed in the “Description of Principal Risks” section of the applicable Underlying PIMCO
Fund’s prospectus and in the “Municipal Bonds” section of the Underlying PIMCO Funds’ Statement of Additional
Information, but none of these Underlying PIMCO Funds have any present intention to invest more than that amount
in a particular state.

Municipal Bonds share the attributes of debt/fixed income securities in general, but are generally issued by states,
municipalities and other political subdivisions, agencies, authorities and instrumentalities of states and multi-state
agencies or authorities. Specifically, California and New York Municipal Bonds generally are issued by or on behalf of
the State of California and New York, respectively, and their political subdivisions and financing authorities, and local
governments. The Municipal Bonds which the Municipal Funds may purchase include general obligation bonds and
limited obligation bonds (or revenue bonds), including industrial development bonds issued pursuant to former federal
tax law. General obligation bonds are obligations involving the credit of an issuer possessing taxing power and are
payable from such issuer’s general revenues and not from any particular source. Limited obligation bonds are payable
only from the revenues derived from a particular facility or class of facilities or, in some cases, from the proceeds of a
special excise or other specific revenue source or annual revenues. Tax-exempt private activity bonds and industrial
development bonds generally are also revenue bonds and thus are not payable from the issuer’s general revenues. The
credit and quality of private activity bonds and industrial development bonds are usually related to the credit of the
corporate user of the facilities. Payment of interest on and repayment of principal of such bonds is the responsibility of
the corporate user (and/or any guarantor).

A Municipal Fund may invest 25% or more of its total assets in Municipal Bonds that finance similar projects,
such as those relating to education, health care, housing, transportation, and utilities, and 25% or more of its total
assets in industrial development bonds. A Municipal Fund, and to the extent a Portfolio invests in a Municipal Fund, a
Portfolio, may be more sensitive to adverse economic, business or political developments if it invests a substantial
portion of its assets in the bonds of similar projects or industrial development bonds.

Each Portfolio or Underlying PIMCO Fund, and in particular the Municipal Funds, that may invest in Municipal
Bonds may invest in pre-refunded Municipal Bonds. Pre-refunded Municipal Bonds are tax-exempt bonds that have
been refunded to a call date prior to the final maturity of principal, or, in the case of pre-refunded Municipal Bonds
commonly referred to as “escrowed-to-maturity bonds,” to the final maturity of principal, and remain outstanding in
the municipal market. The payment of principal and interest of the pre-refunded Municipal Bonds held by a Municipal
Fund is funded from securities in a designated escrow account that holds U.S. Treasury securities or other obligations
of the U.S. Government (including its agencies and instrumentalities (“Agency Securities”)). As the payment of
principal and interest is generated from securities held in an escrow account established by the municipality and an
independent escrow agent, the pledge of the municipality has been fulfilled and the original pledge of revenue by the
municipality is no longer in place. Pre-refunded and/or escrowed to maturity Municipal Bonds may bear an investment
grade rating (for example, if re-rated by a rating service or, if not re-rated, determined by PIMCO to be of comparable
quality) because they are backed by U.S. Treasury securities, Agency Securities or other investment grade securities.
For the avoidance of any doubt, PIMCO’s determination of an issue’s credit rating will generally be used for
compliance with a Portfolio’s investment parameters when an issue either loses its rating or is not re-rated upon
pre-refunding. The escrow account securities pledged to pay the principal and interest of the pre-refunded Municipal
Bond do not guarantee the price movement of the bond before maturity. Issuers of Municipal Bonds refund in advance






payments are subject to partial or full abatement. That abatement might occur, for example, if material damage to or
destruction of the leased property interferes with the lessee’s use of the property. However, in some cases that risk
might be reduced by insurance covering the leased property, or by the use of credit enhancements such as letters of
credit to back lease payments, or perhaps by the lessee’s maintenance of reserve monies for lease payments. While the
obligation might be secured by the lease, it might be difficult to dispose of that property in case of a default.

The Portfolios may purchase unrated municipal lease obligations if determined by PIMCO to be of comparable
quality to rated securities in which the Portfolio is permitted to invest. A Portfolio may also acquire illiquid municipal
lease obligations, subject to regulatory limitations on investments in illiquid investments generally. Please refer to
“Illiquid Investments” below for further discussion of regulatory considerations and constraints relating to investment
liquidity.

The Portfolios may seek to enhance their yield through the purchase of private placements. These securities are
sold through private negotiations, usually to institutions or mutual funds, and may have resale restrictions. Their yields
are usually higher than comparable public securities to compensate the investor for their limited marketability. Please
refer to “llliquid Investments” below for further discussion of regulatory considerations and constraints relating to
investment liquidity.

Some longer-term Municipal Bonds give the investor the right to “put” or sell the security at par (face value)
within a specified number of days following the investor’s request — usually one to seven days. This demand feature
enhances a security’s liquidity by shortening its effective maturity and enables it to trade at a price equal to or very
close to par. If a demand feature terminates prior to being exercised, a Portfolio would hold the longer-term security,
which could experience substantially more volatility.

The Portfolios that may invest in Municipal Bonds may invest in municipal warrants, which are essentially call
options on Municipal Bonds. In exchange for a premium, municipal warrants give the purchaser the right, but not the
obligation, to purchase a Municipal Bond in the future. A Portfolio may purchase a warrant to lock in forward supply
in an environment where the current issuance of bonds is sharply reduced. Like options, warrants may expire worthless
and they may have reduced liquidity. A Portfolio will not invest more than 5% of its net assets in municipal warrants.

The Portfolios may invest in Municipal Bonds with credit enhancements such as letters of credit, municipal bond
insurance and Standby Bond Purchase Agreements (“SBPAS”). Letters of credit are issued by a third party, usually a
bank, to enhance liquidity and ensure repayment of principal and any accrued interest if the underlying Municipal
Bond should default. Municipal bond insurance, which is usually purchased by the bond issuer from a private,
nongovernmental insurance company, provides an unconditional and irrevocable guarantee that the insured bond’s
principal and interest will be paid when due. Insurance does not guarantee the price of the bond or the share price of



Portfolio that sold or identified the Fixed Rate Bond. The TOB Trust divides the income stream provided by the Fixed
Rate Bond to create two securities, the TOB Floater, which is a short-term security, and the TOB Residual, which is a
longer-term security. The interest rates payable on the TOB Residual issued to a Portfolio bear an inverse relationship
to the interest rate on the TOB Floater. The interest rate on the TOB Floater is reset by a remarketing process typically
every 7 to 35 days. After income is paid on the TOB Floater at current rates, the residual income from the Fixed Rate
Bond goes to the TOB Residual. Therefore, rising short-term rates result in lower income for the TOB Residual, and
vice versa. In the case of a TOB Trust that utilizes the cash received (less transaction expenses) from the issuance of
the TOB Floater and TOB Residual to purchase the Fixed Rate Bond from a Portfolio, the Portfolio may then invest
the cash received in additional securities, generating leverage for the Portfolio. Other PIMCO-managed accounts may
also contribute municipal bonds to a TOB Trust into which a Portfolio has contributed Fixed Rate Bonds. If multiple
PIMCO-managed accounts participate in the same TOB Trust, the economic rights and obligations under the TOB
Residual will be shared among the funds ratably in proportion to their participation in the TOB Trust.

The TOB Residual may be more volatile and less liquid than other municipal bonds of comparable maturity. In
most circumstances the TOB Residual holder bears substantially all of the underlying Fixed Rate Bond’s downside
investment risk and also benefits from any appreciation in the value of the underlying Fixed Rate Bond. Investments in
a TOB Residual typically will involve greater risk than investments in Fixed Rate Bonds.

The TOB Residual held by a Portfolio provides the Portfolio with the right to: (1) cause the holders of the TOB
Floater to tender their notes at par, and (2) cause the sale of the Fixed-Rate Bond held by the TOB Trust, thereby
collapsing the TOB Trust. TOB Trusts are generally supported by a liquidity facility provided by a third party bank or
other financial institution (the “Liquidity Provider”) that provides for the purchase of TOB Floaters that cannot be
remarketed. The holders of the TOB Floaters have the right to tender their certificates in exchange for payment of par
plus accrued interest on a periodic basis (typically weekly) or on the occurrence of certain mandatory tender events.
The tendered TOB Floaters are remarketed by a remarketing agent, which is typically an affiliated entity of the
Liquidity Provider. If the TOB Floaters cannot be remarketed, the TOB Floaters are purchased by the TOB Trust either
from the proceeds of a loan from the Liquidity Provider or from a liquidation of the Fixed Rate Bond.

The TOB Trust may also be collapsed without the consent of a Portfolio, as the TOB Residual holder, upon the
occurrence of certain “tender option termination events” (or “TOTESs”) as defined in the TOB Trust agreements. Such
termination events typically include the bankruptcy or default of the municipal bond, a substantial downgrade in credit
quality of the municipal bond, or a judgment or ruling that interest on the Fixed Rate Bond is subject to federal income
taxation. Upon the occurrence of a termination event, the TOB Trust would generally be liquidated in full with the
proceeds typically applied first to any accrued fees owed to the trustee, remarketing agent and liquidity provider, and
then to the holders of the TOB Floater up to par plus accrued interest owed on the TOB Floater and a portion of gain
share, if any, with the balance paid out to the TOB Residual holder. In the case of a mandatory termination event
(“MTE”), after the payment of fees, the TOB Floater holders would be paid before the TOB Residual holders (i.e., the
Portfolios). In contrast, in the case of a TOTE, after payment of fees, the TOB Floater holders and the TOB Residual
holders would be paid pro rata in proportion to the respective face values of their certificates.

If there are insufficient proceeds from the liquidation of the TOB Trust, the party that would bear the losses would
depend upon whether a Portfolio holds a non-recourse TOBs Residual or a recourse TOBs Residual. If a Portfolio
holds a non-recourse TOBs Residual, the Liquidity Provider or holders of the TOBs Floaters would bear the losses on
those securities and there would be no recourse to the Portfolio’s assets. If a Portfolio holds a recourse TOBs Residual,
the Portfolio (and, indirectly, holders of the Portfolio’s shares) would typically bear the losses. In particular, if the
Portfolio holds a recourse TOBs Residual, it will typically have entered into an agreement pursuant to which the
Portfolio would be required to pay to the Liquidity Provider the difference between the purchase price of any TOBs
Floaters put to the Liquidity Provider by holders of the TOBs Floaters and the proceeds realized from the remarketing
of those TOBs Floaters or the sale of the assets in the TOBs Issuer. A Portfolio may invest in both non-recourse and
recourse TOBs Residuals to leverage its portfolio.

In December 2013, regulators finalized rules implementing Section 619 (the “Volcker Rule”) and Section 941 (the
“Risk Retention Rules”) of the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”).
Both the Volcker Rule and the Risk Retention Rules apply to tender option bond programs and place restrictions on the
way certain sponsors may participate in tender option bond programs. Specifically, the Volcker Rule generally
prohibits banking entities from engaging in proprietary trading or from acquiring or retaining an ownership interest in,
or sponsoring, a hedge fund or private equity fund (“covered fund”), subject to certain exemptions and limitations.









Office, and the Legislative Analyst’s Office. The information is intended to give a recent historical description and is
not intended to indicate future or continuing trends in the financial or other positions of California. Such information
has not been independently verified by a Portfolio, and a Portfolio assumes no responsibility for the completeness or
accuracy of such information. It should be noted that the financial strength of local California issuers and the






positions of New York. Such information has not been independently verified by a Portfolio, and a Portfolio assumes
no responsibility for the completeness or accuracy of such information. It should be noted that the creditworthiness of
obligations issued by local New York issuers may be unrelated to the creditworthiness of obligations issued by









The Plan has substantially reduced the outstanding debt obligations of Puerto Rico and certain of its
instrumentalities, but there can be no assurances that Puerto Rico will be able to negotiate settlements with respect to
its remaining outstanding debt and Title Il proceedings. In addition, the composition of the Oversight Board has



the Commonwealth’s water, power, and telecommunications infrastructure, and resulted in more than 1 million people
losing power. In late December 2019 and January 2020, a series of earthquakes, including a magnitude 6.4
earthquake—the strongest to hit the island in more than a century—caused an estimated $200 million in damage. The
aftershocks from these earthquakes may continue for years, and it is not currently possible to predict the extent of the
damage that could arise from any aftershocks. The full extent of the natural disasters’ impact on Puerto Rico’s
economy and foreign investment in Puerto Rico is difficult to estimate, but is expected to have substantially adverse
effects on Puerto Rico’s economy. In addition to diverting funds to relief and recovery efforts, Puerto Rico is expected
to lose substantial revenue as a result of decreased tourism and general business operations. There can be no
assurances that Puerto Rico will receive the necessary aid to rebuild from the damage caused by the hurricanes or
earthquakes or that future catastrophic weather events or natural disasters will not cause similar damage.

In addition, the Commonwealth was significantly impacted by COVID-19. Efforts to respond to and mitigate the
spread of COVID-19 had a negative impact on the Commonwealth and national economies. In March 2020, the
Oversight Board authorized the Commonwealth to implement a $787 million relief package to fight the pandemic and
its economic impacts, of which $500 million was incremental new spending made available through a special
appropriation. Any reduction in the Commonwealth’s revenues as a result of the pandemic could have a negative
ability on the Commonwealth to meet its debt service obligations, including with respect to debt held by a Portfolio.
Further, Congress passed the Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”) in March 2020,
which provided for approximately $2.2 trillion in disaster relief. Among other things, the CARES Act established the
Coronavirus Relief Fund (“CRF™), from which Puerto Rico received $2.2 billion. In March 2021, the American Rescue
Plan was signed into law, which provided an additional $350 billion in emergency funding for state, local, territorial,
and Tribal governments, including $4.5 billion specifically for relief to U.S. territories. The rate and level at which the
federal government and the Commonwealth took on new debt could have a negative impact on their fiscal health,
which could lead to prolonged challenges. A failure by Puerto Rico to meet its debt obligations could lead to a
significant decline in the value, liquidity, and marketability of Portfolio investments.

As of the date of this SAIl, S&P, Moody’s and Fitch each have withdrawn their unenhanced ratings of Puerto
Rico’s general obligation debt. The withdrawals reflect only the views of the respective rating agency, an explanation
of which may be obtained from each such rating agency. There is no assurance that the withdrawals will continue for
any given period of d $m[(aftie imPrs will no8sT( revrused by the rating agenc if,e in thejudgmtent of such ratinn)]TJT*.19313 Tv






stockholder, officer or director of FNMA and FHLMC with respect to FNMA and FHLMC and the assets of FNMA
and FHLMC. In connection with the conservatorship, the U.S. Treasury entered into a Senior Preferred Stock Purchase
Agreement to provide additional financing to FNMA and FHLMC. FNMA and FHLMC continue to operate as going
concerns while in conservatorship and each remain liable for all of its obligations, including its guaranty obligations,
associated with its mortgage-backed securities. The Senior Preferred Stock Purchase Agreement is intended to enhance
each of FNMA’s and FHLMC’s ability to meet its obligations. The FHFA has indicated that the conservatorship of
each enterprise will end when the director of FHFA determines that FHFA’s plan to restore the enterprise to a safe and
solvent condition has been completed.

Under the Federal Housing Finance Regulatory Reform Act of 2008 (the “Reform Act”), which was included as
part of the Housing and Economic Recovery Act of 2008, FHFA, as conservator or receiver, has the power to repudiate






noteholders will be subordinated to the SPV’s credit protection payment obligations to the GSE. Payment of such
amounts to noteholders depends on the cash available in the trust from the loan proceeds and the GSE’s premium
payments.

Any income earned by the SPV on investments of loan proceeds is expected to be less than the interest payments
amounts to be paid to noteholders of the GSE credit-linked notes and interest payments to noteholders will be reduced
if the GSE fails to make premium payments to the SPV. An SPV’s investment of loan proceeds may also be
concentrated in the securities of a few number of issuers. A noteholder bears any investment losses on the allocable
portion of the loan proceeds.

An SPV that issues GSE credit-linked notes may fall within the definition of a “commodity pool” under the
Commodity Exchange Act. Certain GSEs are not registered as commodity pool operators in reliance on CFTC



investors in privately issued mortgage-related securities have experienced. It is not certain when these trends may
reverse. Market factors that may adversely affect mortgage loan repayment include adverse economic conditions,
unemployment, a decline in the value of real property, or an increase in interest rates.

Privately issued mortgage-related securities are not traded on an exchange and there may be a limited market for
the securities, especially when there is a perceived weakness in the mortgage and real estate market sectors. Without an
active trading market, mortgage-related securities held in a Portfolio’s portfolio may be particularly difficult to value
because of the complexities involved in assessing the value of the underlying mortgage loans.

The Portfolios may purchase privately issued mortgage-related securities that are originated, packaged and
serviced by third party entities. It is possible these third parties could have interests that are in conflict with the holders
of mortgage-related securities, and such holders (such as a Portfolio) could have rights against the third parties or their
the valueh thes
because



CMOs are structured into multiple classes, often referred to as “tranches,” with each class bearing a different
stated maturity and entitled to a different schedule for payments of principal and interest, including pre-payments.
Actual maturity and average life will depend upon the pre-payment experience of the collateral. In the case of certain
CMOs (known as “sequential pay” CMOs), payments of principal received from the pool of underlying mortgages,
including pre-payments, are applied to the classes of CMOs in the order of their respective final distribution dates.
Thus, no payment of principal will be made to any class of sequential pay CMOs until all other classes having an
earlier final distribution date have been paid in full.

In a typical CMO transaction, a corporation (“issuer”) issues multiple series (e.g., A, B, C, Z) of CMO bonds
(“Bonds™). Proceeds of the Bond offering are used to purchase mortgages or mortgage pass-through certificates
(“Collateral”). The Collateral is pledged to a third party trustee as security for the Bonds. Principal and interest
payments from the Collateral are used to pay principal on the Bonds in the order A, B, C, Z. The Series A, B, and C
Bonds all bear current interest. Interest on the Series Z Bond is accrued and added to principal and a like amount is
paid as principal on the Series A, B, or C Bond currently being paid off. When the Series A, B, and C Bonds are paid
in full, interest and principal on the Series Z Bond begins to be paid currently. CMOs may be less liquid and may
exhibit greater price volatility than other types of mortgage- or asset-backed securities.

As CMOs have evolved, some classes of CMO bonds have become more common. For example, the Portfolios
may invest in parallel-pay and planned amortization class (“PAC”) CMOs and multi-class pass through certificates.
Parallel-pay CMOs and multi-class pass-through certificates are structured to provide payments of principal on each
payment date to more than one class. These simultaneous payments are taken into account in calculating the stated
maturity date or final distribution date of each class, which, as with other CMO and multi-class pass-through
structures, must be retired by its stated maturity date or final distribution date but may be retired earlier. PACs
generally require payments of a specified amount of principal on each payment date. PACs are parallel-pay CMOs
with the required principal amount on such securities having the highest priority after interest has been paid to all
classes. Any CMO or multi-class pass through structure that includes PAC securities must also have support
tranches—known as support bonds, companion bonds or non-PAC bonds—which lend or absorb principal cash flows
to allow the PAC securities to maintain their stated maturities and final distribution dates within a range of actual
prepayment experience. These support tranches are subject to a higher level of maturity risk compared to other
mortgage-related securities, and usually provide a higher yield to compensate investors. If principal cash flows are
received in amounts outside a pre-determined range such that the support bonds cannot lend or absorb sufficient cash
flows to the PAC securities as intended, the PAC securities are subject to heightened maturity risk. Consistent with a
Portfolio’s investment objectives and policies, PIMCO may invest in various tranches of CMO bonds, including
support bonds.

Commercial Mortgage-Backed Securities.



There are three general types of reverse mortgages: (1) single-purpose reverse mortgages, which are offered by
certain state and local government agencies and nonprofit organizations; (2) federally-insured reverse mortgages,
which are backed by the U. S. Department of Housing and Urban Development; and (3) proprietary reverse mortgages,
which are privately offered loans. A mortgage-related security may be backed by a single type of reverse mortgage.
Reverse mortgage-related securities include agency and privately issued mortgage-related securities. The principal
government guarantor of reverse mortgage-related securities is GNMA.

Reverse mortgage-related securities may be subject to risks different than other types of mortgage-related
securities due to the unique nature of the underlying loans. The date of repayment for such loans is uncertain and may
occur sooner or later than anticipated. The timing of payments for the corresponding mortgage-related security may be
uncertain. Because reverse mortgages are offered only to persons 62 and older and there may be no income
restrictions, the loans may react differently than traditional home loans to market events. Additionally, there can be no
assurance that service providers to reverse mortgage trusts (“RMTs™) will diligently cure,Mpropriately execute their
duties with respect to servicing such trusts. As a result, investors (which may include the Portfolios) in notes issued by
RMTs may be deprived of payments to which they are entitled. This could result in losses to the Portfolios. Investors,
including the Portfolios, may determine to pursue negotiations or legal claims or otherwise seek compensation from
RMT service providers in certain instances. This may involve the Portfolios incurring costs cureexpenses associated
with such actions.

CMO Residuals. CMO residuals are mortgage securities issued by agencies or instrumentalities of the
U.S. Government or by private originators of, or investors in, mortgage loans, including savings and loan associations,
homebuilders, mortgage banks, commercial banks, investment banks and special purpose entities of the foregoing.

The cash flow generated by the mortgage assets underlying a series of CMOs is ,Mplied first to make required
payments of principal and interest on the CMOs and second to pay the related administrative expenses aure,ny
management fee of the issuer. The residual in a CMO structure generally represents the interest in any excess cash
flow remaining after making the foregoing payments. Each payment of such excess cash flow to a holder of the related
CMO residual represents income aur/or a return of capital. The amount of residual cash flow resulting from a CMO
will depend on, among other things, the characteristics of the mortgage assets, the coupon rate of each class of CMO,
prevailing interest rates, the amount of administrative expenses aurethe pre-payment experience on the mortgage
assets. In particular, the yield to maturity on CMO residuals is extremely sensitive to pre-payments on the related
underlying mortgage assets, in the same manner as au interest-only (“10”) class of stripped mortgage-backed
securities. See“Stripped Mortgage-Backed Securities” below. In addition, if a series of a CMO includes a class that
bears interest at an adjustable rate, the yield to maturity on the related CMO residual will also be extremely sensitive to
changes in the level of the index upon which interest rate adjustments are based. As described below with respect to
stripped mortgage-backed securities, in certain circumstances a Portfolio may fail to recoup fully its initial investment
in a CMO residual.

CMO residuals are generally purchased and sold by institutional investors through several investment banking
firms acting as brokers or dealers. Transactions in CMO residuals are generally completed only after careful review of
the characteristics of the securities in question. In addition, CMO residuals may, or pursuant to an exemption
therefrom, may not have been registered under the Securities Act of 1933, as amended (the “1933 Act”). CMO
residuals, whether or not registered under the 1933 Act, may be subject to certain restrictions on transferability. Please
refer to “llliquid Investments” below for further discussion of regulatory considerations and constraints relating to
investment liquidity.

Adjustable Rate Mortgage-Backed Securities. Adjustable rate mortgage-backed securities (“ARMBSs”) have
interest rates that reset at periodic intervals. Acquiring ARMBSs permits a Portfolio to participate in increases in
prevailing current interest rates through periodic adjustments in the coupons of mortgages underlying the pool on
which ARMBSs are based. Such ARMBSs generally have higher current yield and lower price fluctuations than is the
case with more traditional fixed income debt securities of comparable rating and maturity. In addition, when
prepayments of principal are made on the underlying mortgages during periods of rising interest rates, a Portfolio can
reinvestethe proceeds of such prepayments at rates higher than those at which they were previously invested.
Mortgages underlying mosteARMBSs, however, have limits on the allowable annual or lifetime increases that can be
made in the interest rate that the mortgagor pays. Therefore, if current interest rates rise above such limits over the
period of the limitation, a Portfolio, when holding aneARMBS, does not benefit from further increases in interest rates.
Moreover, when interest rates are in excess of coupon rates (i.e., the rates being paid by mortgagors) of the mortgages,
ARMBSs behave more like fixed income securities and less like adjustable rate securities and are subject to the risks

22






such as credit card receivables and hospital account receivables, home equity loans, student loans, boat loans, mobile
home loans, recreational vehicle loans, manufactured housing loans, aircraft leases, computer leases and syndicated
bank loans. ABS are issued through special purpose vehicles that are bankruptcy remote from the issuer of the
collateral. The credit quality of an ABS transaction depends on the performance of the underlying assets. To protect
ABS investors from the possibility that some borrowers could miss payments or even default on their loans, ABS
include various forms of credit enhancement.

Some ABS, particularly home equity loan transactions, are subject to interest-rate risk and prepayment risk. A
change in interest rates can affect the pace of payments on the underlying loans, which in turn, affects total return on
the securities. ABS also carry credit or default risk. If many borrowers on the underlying loans default, losses could
exceed the credit enhancement level and result in losses to investors in an ABS transaction. Additionally, the value of
ABS is subject to risks associated with the servicers’ performance. In some circumstances, a servicer’s or originator’s
mishandling of documentation related to the underlying collateral (e.g., failure to properly document a security interest
in the underlying collateral) may affect the rights of the security holders in and to the underlying collateral. Finally,
ABS have structure risk due to a unique characteristic known as early amortization, or early payout, risk. Built into the
structure of most ABS are triggers for early payout, designed to protect investors from losses. These triggers are
unique to each transaction and can include: a big rise in defaults on the underlying loans, a sharp drop in the credit
enhancement level, or even the bankruptcy of the originator. Once early amortization begins, all incoming loan
payments (after expenses are paid) are used to pay investors as quickly as possible based upon a predetermined priority
of payment.

Consistent with a Portfolio’s investment objectives and policies, PIMCO also may invest in other types of
asset-backed securities.

Real Estate Assets and Related Derivatives



Along with the risks common to different types of real estate-related securities, REITs, no matter the type, involve
additional risk factors. These include poor performance by the REIT’s manager, changes to the tax laws, and failure by






corporate borrower’s obligation, or that the collateral can be liquidated. In the event of the bankruptcy of a borrower, a
Portfolio could experience delays or limitations in its ability to realize the benefits of any collateral securing a loan.

The Portfolios may acquire loan participations with credit quality comparable to that of issuers of its securities
investments. Indebtedness of companies whose creditworthiness is poor involves substantially greater risks, and may
be highly speculative. Some companies may never pay off their indebtedness, or may pay only a small fraction of the
amount owed. Consequently, when acquiring indebtedness of companies with poor credit, a Portfolio bears a
substantial risk of losing the entire amount of the instrument acquired. The Portfolios may make purchases of
indebtedness and loan participations to achieve income and/or capital appreciation.

Certain Portfolios that are diversified limit the amount of their total assets that they will invest in any one issuer
and all Portfolios limit the amount of their total assets that they will invest in issuers within the same industry (see
“Investment Restrictions™). For purposes of these limits, a Portfolio generally will treat the corporate borrower as the
“issuer” of indebtedness held by the Portfolio. In the case of loan participations where a bank or other lending
institution serves as a financial intermediary between a Portfolio and the corporate borrower, if the participation does
not shift to the Portfolio the direct debtor-creditor relationship with the corporate borrower, the Portfolios will treat
both the lending bank or other lending institution and the corporate borrower as “issuers” for purposes of a Portfolio’s
policy with respect to diversification under Fundamental Investment Restriction 2 below in accordance with written
guidance from the staff of the SEC. Treating a financial intermediary as an issuer of indebtedness may restrict a
Portfolio’s ability to invest in indebtedness related to a single financial intermediary even if the underlying borrowers
represent many different companies.

Loans and other types of direct indebtedness (which a Portfolio may originate, acquire or otherwise gain exposure
to) may not be readily marketable and may be subject to restrictions on resale. In some cases, negotiations involved in
disposing of indebtedness may require weeks to complete. Consequently, some indebtedness may be difficult or
impossible to dispose of readily at what PIMCO believes to be a fair price. In addition, valuation of illiquid
indebtedness involves a greater degree of judgment in determining a Portfolio’s net asset value than if that value were
based on available market quotations, and could result in significant variations in the Portfolio’s daily share price. At
the same time, some loan interests are traded among certain financial institutions and accordingly may be deemed
liquid. As the market for different types of indebtedness develops, the liquidity of these instruments is expected to
improve. Please refer to “llliquid Investments” below for further discussion of regulatory considerations and
constraints relating to investment liquidity. Acquisitions of loan participations are considered to be debt obligations for
purposes of the Trust’s investment restriction relating to the lending of funds or assets by a Portfolio.

Acquisition of loans through a purchase of a loan or a direct assignment of a financial institution’s interests with
respect to the loan may involve additional risks to the Portfolios. The purchaser of an assignment typically succeeds to
all the rights and obligations under the loan agreement with the same rights and obligations as the assigning lender.
Assignments may, however, be arranged through private negotiations between potential assignees and potential
assignors, and the rights and obligations acquired by the purchaser of an assignment may differ from, and be more
limited than, those held by the assigning lender. For example, if a loan is foreclosed, a Portfolio could become owner,
in whole or in part, of any collateral, which could include, among other assets, real estate or other real or personal
property, and would bear the costs and liabilities associated with owning and holding or disposing of the collateral. In
addition, it is conceivable that under emerging legal theories of lender liability, a Portfolio could be held liable as a
co-lender. It is unclear whether loans and other forms of direct indebtedness offer securities law protections against
fraud and misrepresentation. In the absence of definitive regulatory guidance, the Portfolios rely on PIMCO’s research
in an attempt to avoid situations where fraud or misrepresentation could adversely affect the Portfolios.

Certain Portfolios may make, participate in or acquire debtor-in-possession financings (commonly known as “DIP
financings”). DIP financings are arranged when an entity seeks the protections of the bankruptcy court under Chapter
11 of the U.S. Bankruptcy Code. These financings allow the entity to continue its business operations while
reorganizing under Chapter 11. Such financings constitute senior liens on unencumbered security (i.e., security not
subject to other creditors’ claims). There is a risk that the entity will not emerge from Chapter 11 and be forced to
liquidate its assets under Chapter 7 of the U.S. Bankruptcy Code. In the event of liquidation, a Portfolio’s only
recourse will be against the property securing the DIP financing.

Each Portfolio may act as the originator for direct loans to a borrower. Direct loans between a Portfolio and a
borrower may not be administered by an underwriter or agent bank. The Portfolios may provide financing to
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date. The “delayed compensation” mechanism does not mitigate the other risks of delayed settlement or other risks
associated with investments in senior loans.

Investors should be aware that a Portfolio’s investment in a senior loan may result in a Portfolio or PIMCO
receiving information about the issuer that may be deemed material, non-public information. Under such
circumstances, the Portfolios’ investment opportunities may be limited, as trading in securities of such issuer may be
restricted. Additionally, PIMCO may seek to avoid receiving material, non-public information about issuers of senior
loans. As a result, PIMCO may forgo certain investment opportunities or be disadvantaged as compared to other
investors that do not restrict information that they receive from senior loan issuers. Please see “Portfolio
Managers—Conflicts of Interest—Investment Opportunities” below for more information.

Trade Claims

The Portfolios and certain Underlying PIMCO Funds may purchase trade claims and similar obligations or claims
against companies in bankruptcy proceedings. Trade claims are non-securitized rights of payment arising from
obligations that typically arise when vendors and suppliers extend credit to a company by offering payment terms for
products and services. If the company files for bankruptcy, payments on these trade claims stop and the claims are
subject to compromise along with the other debts of the company. Trade claims may be purchased directly from the






federal securities laws, and therefore may restrict such Portfolio’s ability to trade in or acquire additional positions in a
particular security when it might otherwise desire to do so. Participation by a Portfolio on such committees also may



If the periodic adjustment rate measuring inflation falls, the principal value of inflation-indexed bonds will be
adjusted downward, and consequently the interest payable on these securities (calculated with respect to a smaller
principal amount) will be reduced. Repayment of the original bond principal upon maturity (as adjusted for inflation)
is guaranteed in the case of U.S. Treasury inflation-indexed bonds, even during a period of deflation. However, the
current market value of the bonds is not guaranteed, and will fluctuate. The Portfolios also may invest in other
inflation related bonds which may or may not provide a similar guarantee. If a guarantee of principal is not provided,
the adjusted principal value of the bond repaid at maturity may be less than the original principal.



Convertible Securities

Each Portfolio may invest in convertible securities, which may offer higher income than the common stocks into
which they are convertible.

A convertible security is a bond, debenture, note, preferred security, or other security that entitles the holder to
acquire common stock or other equity securities of the same or a different issuer. A convertible security generally
entitles the holder to receive interest paid or accrued until the convertible security matures or is redeemed, converted
or exchanged. Before conversion, convertible securities have characteristics similar to non-convertible debt or
preferred securities, as applicable. Convertible securities rank senior to common stock in a corporation’s capital
structure and, therefore, generally entail less risk than the corporation’s common stock, although the extent to which
such risk is reduced depends in large measure upon the degree to which the convertible security sells above its value as
a fixed income security. Convertible securities are subordinate in rank to any senior debt obligations of the issuer, and,
therefore, an issuer’s convertible securities entail more risk than its debt obligations. Convertible securities generally
offer lower interest or dividend yields than non-convertible debt securities of similar credit quality because of the
potential for capital appreciation. In addition, convertible securities are often lower-rated securities.

Because of the conversion feature, the price of the convertible security will normally fluctuate in some proportion
to changes in the price of the underlying asset, and as such is subject to risks relating to the activities of the issuer
and/or general market and economic conditions. The income component of a convertible security may tend to cushion
the security against declines in the price of the underlying asset. However, the income component of convertible
securities causes fluctuations based upon changes in interest rates and the credit quality of the issuer.

If the convertible security’s “conversion value,” which is the market value of the underlying common stock that
would be obtained upon the conversion of the convertible security, is substantially below the “investment value,”
which is the value of a convertible security viewed without regard to its conversion feature (i.e., strictly on the basis of
its yield), the price of the convertible security is governed principally by its investment value. If the conversion value
of a convertible security increases to a point that approximates or exceeds its investment value, the value of the
security will be principally influenced by its conversion value. A convertible security will sell at a premium over its
conversion value to the extent investors place value on the right to acquire the underlying common stock while holding
an income-producing security.

A convertible security may be subject to redemption at the option of the issuer at a predetermined price. If a
convertible security held by a Portfolio is called for redemption, the Portfolio would be required to permit the issuer to
redeem the security and convert it to underlying common stock, or would sell the convertible security to a third party,
which may have an adverse effect on the Portfolio’s ability to achieve its investment objective.

A third party or PIMCO also may create a “synthetic” convertible security by combining separate securities that
possess the two principal characteristics of a traditional convertible security, i.e., an income-producing security
(“income-producing component”) and the right to acquire an equity security (“convertible component”). The
income-producing component is achieved by investing in non-convertible, income-producing securities such as bonds,
preferred securities and money market instruments, which may be represented by derivative instruments. The
convertible component is achieved by investing in securities or instruments such as warrants or options to buy
common stock at a certain exercise price, or options on a stock index. Unlike a traditional convertible security, which
is a single security having a single market value, a synthetic convertible comprises two or more separate securities,
each with its own market value. Therefore, the “market value” of a synthetic convertible security is the sum of the
values of its income-producing component and its convertible component. For this reason, the values of a synthetic
convertible security and a traditional convertible security may respond differently to market fluctuations.



Portfolio may purchase a warrant for inclusion in a synthetic convertible security but temporarily hold short-term



value of a company’s stock also may be affected by changes in financial markets that are relatively unrelated to the
company or its industry, such as changes in interest rates or currency exchange rates. In addition, a company’s stock
generally pays dividends only after the company invests in its own business and makes required payments to holders
of its bonds, other debt and preferred securities. For this reason, the value of a company’s stock will usually react more
strongly than its bonds, other debt and preferred securities to actual or perceived changes in the company’s financial
condition or prospects. Stocks of smaller companies may be more vulnerable to adverse developments than those of
larger companies. Stocks of companies that the portfolio managers believe are fast-growing may trade at a higher
multiple of current earnings than other stocks. The value of such stocks may be more sensitive to changes in current or
expected earnings than the values of other stocks. The Portfolios generally consider a small-cap company to be a
company with a market capitalization of up to $1.5 billion, a mid-cap company to be a company with a market
capitalization of between $1.5 billion and $10 billion, and a large-cap company to be a company with a market
capitalization of greater than $10 billion.

Different types of equity securities provide different voting and dividend rights and priority in the event of the
bankruptcy and/or insolvency of the issuer. In addition to common stock, equity securities may include preferred
securities, convertible securities and warrants, which are discussed elsewhere in the Prospectuses and this Statement of
Additional Information. Equity securities other than common stock are subject to many of the same risks as common
stock, although possibly to different degrees. The risks of equity securities are generally magnified in the case of
equity investments in distressed companies.

Preferred Securities

Each Portfolio may invest in preferred securities. Preferred securities represent an equity interest in a company
that generally entitles the holder to receive, in preference to the holders of other stocks such as common stocks,
dividends and a fixed share of the proceeds resulting from a liquidation of the company. Some preferred securities also
entitle their holders to receive additional liquidation proceeds on the same basis as holders of a company’s common
stock, and thus also represent an ownership interest in that company.

Preferred securities may pay fixed or adjustable rates of return. Preferred securities are subject to issuer-specific
and market risks applicable generally to equity securities. In addition, a company’s preferred securities generally pay
dividends only after the company makes required payments to holders of its bonds and other debt. For this reason, the
value of preferred securities will usually react more strongly than bonds and other debt to actual or perceived changes
in the company’s financial condition or prospects. Preferred securities of smaller companies may be more vulnerable to
adverse developments than preferred securities of larger companies.

Depositary Receipts

Certain Underlying PIMCO Funds may invest in American Depositary Receipts (“ADRs”), European Depositary
Receipts (“EDRs”), Global Depositary Receipts (“GDRs”) and similar securities that represent interests in a
company’s securities that have been deposited with a bank or trust and that trade on an exchange or over-the-counter
(“OTC™). For example, ADRs represent interests in a non-U.S. company but trade on a U.S. exchange or OTC and are
denominated in U.S. dollars. These securities represent the right to receive securities of the foreign issuer deposited
with the bank or trust. ADRs, EDRs and GDRs can be sponsored by the issuing bank or trust company or the issuer of
the underlying securities. Although the issuing bank or trust company may impose charges for the collection of
dividends and the conversion of such securities into the underlying securities, there are generally no fees imposed on
the purchase or sale of these securities, other than transaction fees ordinarily involved with trading stock. Such
securities may be relatively less liquid or may trade at a lower price than the underlying securities of the issuer.
Additionally, receipt of corporate information about the underlying issuer and proxy disclosure may be untimely.

Warrants to Purchase Securities

The Portfolios may invest in or acquire warrants to purchase equity or fixed income securities. Warrants are
instruments that give the holder the right, but not the obligation, to buy a security directly from an issuer at a specific
price for a specific period of time. Changes in the value of a warrant do not necessarily correspond to changes in the
value of its underlying security. The price of a warrant may be more volatile than the price of its underlying security,
and a warrant may offer greater potential for capital appreciation as well as capital loss. Warrants do not entitle a
holder to dividends or voting rights with respect to the underlying security, do not represent any rights in the assets of
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the issuing company and are subject to the risk that the issuer-counterparty may fail to honor its obligations. A warrant
ceases to have value if it is not exercised prior to its expiration date. These factors can make warrants more speculative
than other types of investments. Bonds with warrants attached to purchase equity securities have many characteristics
of convertible bonds and their prices may, to some degree, reflect the performance of the underlying stock. Bonds also
may be issued with warrants attached to purchase additional fixed income securities at the same coupon rate. A decline
in interest rates would permit a Portfolio to buy additional bonds at the favorable rate or to sell the warrants at a profit.
If interest rates rise, the warrants would generally expire with no value.



international political developments, including the imposition of sanctions and other similar measures, changes in
government policies, changes in taxation, restrictions on foreign investment and currency repatriation, currency
fluctuations, changes or uncertainty in exchange rates (and related risks, such as uncertainty regarding the reliability of
issuers’ financial reporting) and other developments in the laws and regulations of countries in which investment may
be made.

PIMCO generally considers an instrument to be economically tied to an emerging market country if: the issuer is
organized under the laws of an emerging market country; the currency of settlement of the security is a currency of an
emerging market country; the security is guaranteed by the government of an emerging market country (or any
political subdivision, agency, authority or instrumentality of such government); for an asset-backed or other
collateralized security, the country in which the collateral backing the security is located is an emerging market
country; or the security’s “country of exposure” is an emerging market country, as determined by the criteria set forth
below. With respect to derivative instruments, PIMCO generally considers such instruments to be economically tied to
emerging market countries if the underlying assets are currencies of emerging market countries (or baskets or indexes
of such currencies), or instruments or securities that are issued or guaranteed by governments of emerging market
countries or by entities organized under the laws of emerging market countries or if an instrument’s “country of
exposure” is an emerging market country. A security’s “country of exposure” is determined by PIMCO using certain



e Each of the PIMCO High Yield and PIMCO Total Return Portfolios may invest up to 15% of its total assets in
securities and instruments that are economically tied to emerging market countries.



liquidity needs and all other acceptable positive and negative factors. Some emerging markets limit foreign investment,
which may decrease returns relative to domestic investors. The Portfolios may seek exceptions to those restrictions. If
those restrictions are present and cannot be avoided by the Portfolios, the Portfolios’ returns may be lower.

Settlement Risks. Settlement systems in emerging markets may be less well organized and less transparent than in
developed markets and transactions may take longer to settle as a result. Supervisory authorities may also be unable to
apply standards which are comparable with those in developed markets. Thus there may be risks that settlement may
be delayed and that cash or securities belonging to the Portfolios may be in jeopardy because of failures of or defects
in the systems. In particular, market practice may require that payment shall be made prior to receipt of the security
which is being purchased or that delivery of a security must be made before payment is received. In such cases, default
by a broker or bank (the “Counterparty””) through whom the relevant transaction is effected might result in a loss being
suffered by the Portfolios. A Portfolio may not know the identity of a Counterparty, which may increase the possibility
of the Portfolio not receiving payment or delivery of securities in a transaction. The Portfolios will seek, where
possible, to use Counterparties whose financial status is such that this risk is reduced. However, there can be no
certainty that the Portfolios will be successful in eliminating or reducing this risk, particularly as Counterparties
operating in emerging market countries frequently lack the substance, capitalization and/or financial resources of those
in developed countries.

There may also be a danger that, because of uncertainties in the operation of settlement systems in individual
markets, competing claims may arise in respect of securities held by or to be transferred to the Portfolios. Furthermore,
compensation schemes may be non-existent, limited or inadequate to meet the Portfolios’ claims in any of these events.

Counterparty Risk. Trading in the securities of developing markets presents additional credit and financial risks.

The Portfolios may have limited access to, or there may be a limited number of, potential Counterparties that trade in

the securities of emerging market issuers. Governmental regulations may restrict potential Counterparties to certain

financial institutions located or operating in the particular emerging market. Potential Counterparties may not possess,
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could adversely affect the Portfolios’ investments. The transformation from a centrally planned, socialist economy to a
more market oriented economy has also resulted in many economic and social disruptions and distortions. Moreover,
there can be no assurance that the economic, regulatory and political initiatives necessary to achieve and sustain such a



Portfolio’s income distributions to constitute returns of capital for tax purposes or require the Portfolio to make
distributions exceeding book income to qualify as a regulated investment company for federal tax purposes.

Euro- and EU-related risks. In the past, economic crisis brought several small economies in Europe to the brink
of bankruptcy and many other economies into recession and weakened the banking and financial sectors of many
European countries. For example, the governments of Greece, Spain, Portugal, and the Republic of Ireland
experienced severe economic and financial difficulties between 2009 and 2012, an event that is commonly referred to
as the “European sovereign debt crisis.” As was the case during the European sovereign debt crisis, large public
deficits could cause some European countries to become dependent on assistance from other European governments
and institutions or other central banks or supranational agencies such as the International Monetary Fund. Assistance
may be dependent on a country’s implementation of reforms or reaching a certain level of performance. Failure to
reach those objectives or an insufficient level of assistance could result in a deep economic downturn. Responses to
economic or financial difficulties by European governments, central banks and others, including austerity measures
and reforms, may be ineffective, may limit future economic growth or recovery, and/or may result in social unrest or
other unintended consequences. Any of the forgoing events could significantly affect the value of a Portfolio’s
European investments.

The national politics of European countries can be unpredictable and subject to influence by disruptive political
groups or ideologies. The occurrence of conflicts, war or terrorist activities in Europe could have an adverse impact on
financial markets. For example, Russia launched a large-scale invasion of Ukraine in February 2022. The extent,
duration and impact of Russia’s military action in Ukraine, related sanctions and retaliatory actions are difficult to
ascertain, but could be significant and have severe adverse effects on the region, including significant adverse effects
on the regional, European, and global economies and the markets for certain securities and commodities, such as oil
and natural gas, as well as other sectors.

The Economic and Monetary Union of the European Union (“EMU”) is comprised of the European Union (“EU”)
members that have adopted the euro currency. By adopting the euro as its currency, a member state relinquishes
control of its own monetary policies. As a result, European countries are significantly affected by fiscal and monetary
policies implemented by the EMU and European Central Bank. The euro currency may not fully reflect the strengths
and weaknesses of the various economies that comprise the EMU and Europe generally.

It is possible that one or more EMU member countries could abandon the euro and return to a national currency
and/or that the euro will cease to exist as a single currency in its current form. The effects of such an abandonment or a
country’s forced expulsion from the euro on that country, the rest of the EMU, and global markets are impossible to
predict, but are likely to be negative. The exit of any country out of the euro may have an extremely destabilizing
effect on other eurozone countries and their economies and a negative effect on the global economy as a whole. Such
an exit by one country may also increase the possibility that additional countries may exit the euro should they face
similar financial difficulties. In addition, in the event of one or more countries’ exit from the euro, it may be difficult to
value investments denominated in euros or in a replacement currency.

On January 31, 2020, the United Kingdom officially withdrew from the EU (commonly known as “Brexit”).
Upon the United Kingdom’s withdrawal, the EU and the United Kingdom entered into a transition phase, which
concluded on December 31, 2020. Negotiators representing the United Kingdom and EU came to a preliminary trade
agreement that took effect on January 1, 2021, but many aspects of the United Kingdom-EU trade relationship remain
subject to further negotiation. Uncertainties remain relating to certain aspects of the United Kingdom’s future
economic, trading and legal relationships with the European Union and with other countries. Due to political
uncertainty, it is not possible to anticipate the form or nature of the future trading relationship between the United
Kingdom and the EU. The UK, EU and broader global economy may experience substantial volatility in foreign
exchange markets and a sustained weakness in the British pound’s exchange rate against the United States dollar, the
euro and other currencies, which may impact Portfolio returns. Brexit may also destabilize some or all of the other EU
member countries and/or the Eurozone. These developments could result in losses to the Portfolios, as there may be
negative effects on the value of Portfolios’ investments and/or on Portfolios’ ability to enter into certain transactions or
value certain investments, and these developments may make it more difficult for Portfolios to exit certain investments
at an advantageous time or price. Such events could result from, among other things, increased uncertainty and
volatility in the United Kingdom, the EU and other financial markets; fluctuations in asset values; fluctuations in
exchange rates; decreased liquidity of investments located, traded or listed within the United Kingdom, the EU or
elsewhere; changes in the willingness or ability of financial and other counterparties to enter into transactions or the
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price and terms on which other counterparties are willing to transact; and/or changes in legal and regulatory regimes to
which Portfolio investments are or become subject. Any of these events, as well as an exit or expulsion of an EU
member state other than the United Kingdom from the EU, could negatively impact Portfolio returns.

Investments in Russia. Certain Portfolios may have investments in securities and instruments that are
economically tied to Russia. In determining whether an instrument is economically tied to Russia, PIMCO uses the
criteria for determining whether an instrument is economically tied to an emerging market country as set forth above
under “Foreign Securities.” In addition to the risks listed above under “Foreign Securities,” investing in Russia
presents additional risks. In particular, investments in Russia are subject to the risk that the United States and/or other
countries may impose economic sanctions, export or import controls or other similar measures. Other similar measures
may include, but are not limited to, banning or expanding bans on Russia or certain persons or entities associated with
Russia from global payment systems that facilitate cross-border payments, restricting the settlement of securities
transactions by certain investors, and freezing Russian assets or those of particular countries, entities or persons with
ties to Russia (e.g., Belarus). Such sanctions or other similar measures — which may impact companies in many
sectors, including energy, financial services, technology, accounting, quantum computing, shipping, aviation, metals
and mining, and defense, among others — and Russia’s countermeasures may negatively impact the Portfolio’s
performance and/or ability to achieve its investment objective. For example, certain investments in Russian companies
or instruments tied to Russian companies may be prohibited and/or existing investments may become illiquid (e.g., in
the event that transacting in certain existing investments is prohibited, securities markets close, or market participants
cease transacting in certain investments in light of geopolitical events, sanctions or related considerations), which
could render any such securities held by a Portfolio unmarketable for an indefinite period of time and/or cause the
Portfolio to sell other portfolio holdings at a disadvantageous time or price in order to meet shareholder redemptions. It
is also possible that such sanctions, export and import controls, or similar measures may prevent U.S.-based entities
that provide services to the Portfolios from transacting with Russian or Belarusian entities. Under such circumstances,
the Portfolios may not receive payments due with respect to certain investments, such as the payments due in
connection with a Portfolio’s holding of a fixed income security. In addition, such sanctions and other similar
measures, and the Russian government’s response, could result in a downgrade of Russia’s credit rating or of securities
of issuers located in or economically tied to Russia, devaluation of Russia’s currency and/or increased volatility with
respect to Russian securities and the ruble. More generally, investments in Russian securities are highly speculative
and involve significant risks and special considerations not typically associated with investments in the securities
markets of the U.S. and most other developed countries. Over the past century, Russia has experienced political, social
and economic turbulence and has endured decades of communist rule under which tens of millions of its citizens were
collectivized into state agricultural and industrial enterprises. Since the collapse of the Soviet Union, Russia’s
government has been faced with the daunting task of stabilizing its domestic economy, while transforming it into a
modern and efficient structure able to compete in international markets and respond to the needs of its citizens.
However, to date, many of the country’s economic reform initiatives have floundered. In this environment, there is
always the risk that the nation’s government will abandon the current program of economic reform and replace it with
radically different political and economic policies that would be detrimental to the interests of foreign investors, a risk
that has been at least partially realized in connection with Russia’s countersanctions. Further changes could entail a
return to a centrally planned economy and nationalization of private enterprises similar to what existed under the old
Soviet Union.

Russia has attempted, and may attempt in the future, to assert its influence in the region surrounding it through



Poor accounting standards, inept management, pervasive corruption, insider trading and crime, and inadequate
regulatory protection for the rights of investors all pose a significant risk, particularly to foreign investors. In addition,
there is the risk that the Russian tax system will not be reformed to prevent inconsistent, retroactive, and/or exorbitant
taxation, or, in the alternative, the risk that a reformed tax system may result in the inconsistent and unpredictable
enforcement of the new tax laws. Investments in Russia may be subject to the risk of nationalization or expropriation
of assets. Regional armed conflict and its collateral economic and market effects may also pose risks for investments
in Russia.

Compared to most national securities markets, the Russian securities market suffers from a variety of problems
not encountered in more developed markets. There is little long-term historical data on the Russian securities market
because it is relatively new and a substantial proportion of securities transactions in Russia are privately negotiated
outside of stock exchanges. The inexperience of the Russian securities market and the limited volume of trading in
securities in the market may make obtaining accurate prices on portfolio securities from independent sources more
difficult than in more developed markets. Additionally, because of less stringent auditing and financial reporting
standards than apply to U.S. companies, there may be little reliable corporate information available to investors. As a
result, it may be difficult to assess the value or prospects of an investment in Russian companies. Securities of Russian
companies also may experience greater price volatility than securities of U.S. companies. These issues can be
magnified as a result of sanctions and other similar measures that may be imposed and the Russian government’s
response.

Because of the recent formation of the Russian securities market as well as the underdeveloped state of the
banking and telecommunications systems, settlement, clearing and registration of securities transactions are subject to
significant risks. Prior to the implementation of the National Settlement Depository (“NSD”), a recognized central
securities depository, there was no central registration system for equity share registration in Russia and registration
was carried out by either the issuers themselves or by registrars located throughout Russia. Title to Russian equities
held through the NSD is now based on the records of the NSD and not the registrars. Although the implementation of
the NSD has enhanced the efficiency and transparency of the Russian securities market, issues resulting in loss still
can occur. In addition, sanctions by the European Union against the NSD, as well as the potential for sanctions by
other governments, could make it more difficult to conduct or confirm transactions involving Russian securities.
Ownership of securities issued by Russian companies that are not held through depositories such as the NSD may be
defined according to entries in the company’s share register and normally evidenced by extracts from the register or by
formal share certificates. These services may be carried out by the companies themselves or by registrars located
throughout Russia. In such cases, the risk is increased that a Portfolio could lose ownership rights through fraud,
negligence, or even mere oversight. While a Portfolio will endeavor to ensure that its interest continues to be
appropriately recorded either itself or through a custodian or other agent by inspecting the share register and by
obtaining extracts of share registers through regular confirmations, these extracts have no legal enforceability and it is
possible that subsequent illegal amendment or other fraudulent act may deprive the Portfolio of its ownership rights or
improperly dilute its interests. In addition, while applicable Russian regulations impose liability on registrars for losses
resulting from their errors, it may be difficult for a Portfolio to enforce any rights it may have against the registrar or
issuer of the securities in the event of loss of share registration. Furthermore, significant delays or problems may occur
in registering the transfer of securities, which could cause a Portfolio to incur losses due to a counterparty’s failure to
pay for securities the Portfolio has delivered or the Portfolio’s inability to complete its contractual obligations because
of theft or other reasons.

In addition, issuers and registrars are still prominent in the validation and approval of documentation
requirements for corporate action processing in Russia. Because the documentation requirements and approval criteria
vary between registrars and issuers, there remain unclear and inconsistent market standards in the Russian market with
respect to the completion and submission of corporate action elections. In addition, sanctions or Russian
countermeasures may prohibit or limit a Portfolio’s ability to participate in corporate actions, and therefore require the
Portfolio to forego voting on or receiving funds that would otherwise be beneficial to the Portfolio. To the extent that a
Portfolio suffers a loss relating to title or corporate actions relating to its portfolio securities, it may be difficult for the
Portfolio to enforce its rights or otherwise remedy the loss. Russian securities laws may not recognize foreign nominee
accounts held with a custodian bank, and therefore the custodian may be considered the ultimate owner of securities
they hold for their clients. A Portfolio also may experience difficulty in obtaining and/or enforcing judgments in
Russia.

44






Portfolio should be the party entitled to the securities, the related security may still be vulnerable to a claim by a
liquidator of the FII and may not be as well protected as if they were registered solely in the name of the respective
Portfolio.

In addition, investors should note that cash deposited in the cash account of the relevant Portfolio with the
relevant PRC custodian will not be segregated but will be a debt owing from the PRC custodian to the relevant
Portfolio as a depositor. Such cash will be co-mingled with cash belonging to other clients of that local custodian. In
the event of bankruptcy or liquidation of the local custodian, the relevant Portfolio will not have any proprietary rights
to the cash deposited in such cash account, and the relevant Portfolio will become an unsecured creditor, ranking equal
with all other unsecured creditors, of the PRC custodian. The relevant Portfolio may face difficulty and/or encounter
delays in recovering such debt, or may not be able to recover it in full or at all, in which case the relevant Portfolio
will suffer losses.

In addition, securities exchanges in the PRC typically have the right to suspend or limit trading in any security
traded on the relevant exchange. The PRC government or relevant PRC regulators may also implement policies that
may adversely affect the PRC financial markets. Such suspensions, limitations or policies may have a negative impact
on the performance of a Portfolio’s investments.

Although the PRC has experienced a relatively stable political environment in recent years, there is no guarantee
that such stability will be maintained in the future.

The PRC is ruled by the Communist Party. Investments in the PRC are subject to risks associated with greater
governmental control over and involvement in the economy. Unlike in the United States, the PRC’s currency is not
determined by the market, but is instead managed at artificial levels relative to the U.S. dollar. This type of system can
lead to sudden and large adjustments in the currency, which, in turn, can have a disruptive and negative effect on
foreign investors. The PRC also may restrict the free conversion of its currency into foreign currencies, including the
U.S. dollar. Currency repatriation restrictions may have the effect of making securities and instruments tied to the PRC
relatively illiquid, particularly in connection with redemption requests. In addition, the government of the PRC
exercises significant control over economic growth through direct and heavy involvement in resource allocation and
monetary policy, control over payment of foreign currency denominated obligations and provision of preferential
treatment to particular industries and/or companies. Economic reform programs in the PRC have contributed to
growth, but there is no guarantee that such reforms will continue.

The PRC has historically been prone to natural disasters such as droughts, floods, earthquakes and tsunamis, and
the region’s economy may be affected by such environmental events in the future. A Portfolio’s investment in the PRC
is, therefore, subject to the risk of such events. In addition, the relationship between the PRC and Taiwan is
particularly sensitive, and hostilities between the PRC and Taiwan may present a risk to a Portfolio’s investments in
the PRC.

The application of tax laws (e.g., the imposition of withholding taxes on dividend or interest payments) or
confiscatory taxation may also affect a Portfolio’s investment in the PRC. Because the rules governing taxation of
investments in securities and instruments economically tied to the PRC are not always clear, PIMCO may provide for
capital gains taxes on Portfolios investing in such securities and instruments by reserving both realized and unrealized
gains from disposing or holding securities and instruments economically tied to the PRC. This approach is based on
current market practice and PIMCO’s understanding of the applicable tax rules. Changes in market practice or
understanding of the applicable tax rules may result in the amounts reserved being too great or too small relative to
actual tax burdens.

In addition, because the Public Company Accounting Oversight Board are generally restricted from inspecting the
audit work and practices of registered accountants in the PRC, there is the risk that material accounting and financial
information about PRC issuers may be unavailable or unreliable.

Investing through Stock Connect. Certain Portfolios may invest in eligible securities (“Stock Connect Securities™)
listed and traded on the Shanghai Stock Exchange (“SSE”) or the Shenzhen Stock Exchange (“SZSE”) through the
Shanghai - Hong Kong Stock Connect program and the Shenzhen - Hong Kong Stock Connect program (collectively,
“Stock Connect”). Stock Connect allows non-Chinese investors (such as the Portfolios) to purchase certain PRC-listed
equities via brokers in Hong Kong. Although Stock Connect is the first program allowing non-Chinese investors to
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trade Chinese equities without a license, purchases of securities through Stock Connect are subject to market-wide
daily quota limitations, which may prevent a Portfolio from purchasing Stock Connect securities when it is otherwise
advantageous to do so. Once such daily quota on SSE or SZSE is used up, acceptance of the corresponding buy orders
on SSE or SZSE (as applicable) will be immediately suspended and no further buy orders will be accepted for the



will exercise on-going supervision on the onshore settlement agent and the Portfolio’s trading under the CIBM Direct
Rules and may take relevant administrative actions such as suspension of trading and mandatory exit against the
Portfolio and/or PIMCO in the event of any incompliance with the CIBM Direct Rules. Although there is no quota
limitation regarding investment via the CIBM Direct, a Portfolio is required to make further filings with the PBOC if it
wishes to increase its anticipated investment size. There is no guarantee the PBOC will accept such further filings. In
the event any further filings for an increase in the anticipated investment size are not accepted by the PBOC, a
Portfolio’s ability to invest via the CIBM Direct will be limited and the performance of the relevant Portfolio may be
unfavorably affected as a result. Since the relevant filings, registration with PBOC, and account opening for
investment in the CIBM via the CIBM Direct have to be carried out via an onshore settlement agent, registration agent
or other third parties (as the case may be), the relevant Portfolio is subject to the risks of default or errors on the part of
such third parties. The relevant Portfolio may also incur losses due to the acts or omissions of the onshore settlement
agent in the process of settling any transactions. As a result, the net asset value of the relevant Portfolio may be
adversely affected. In addition, investors should note that cash deposited in the cash account of the relevant Portfolio
with the relevant onshore settlement agent will not be segregated. In the event of the bankruptcy or liquidation of the
onshore settlement agent, the relevant Portfolio will not have any proprietary rights to the cash deposited in such cash
account and may face difficulty and/or encounter delays in recovering such assets, or may not be able to recover it in
full or at all, in which case the Portfolio will suffer losses.

The CIBM Direct Rules are relatively new and are still subject to continuous evolvement, which may adversely
affect the Portfolio’s capability to invest in the CIBM. A Portfolio will be tested for compliance with investment
limitations for instruments traded on CIBM (including instruments traded through both CIBM Direct and the Bond
Connect Program) prior to the trade. Therefore, a Portfolio will not be in violation of an investment limitation if the
Portfolio submits a trade for an instrument traded on CIBM and the trade is not completed until the following day if
the Portfolio was in llowing day ifPortfol10825bmits a trade folation of an investment limitation if the
investmenOand/or P through bot( of trada traeigTJurrn r4.8(As a resuject tandndade the trade is not condo)P“yial the suntil the followi



Kong sub-custodian. While the ultimate investors hold a beneficial interest in Bond Connect securities, the
mechanisms that beneficial owners may use to enforce their rights are untested and courts in the PRC have limited
experience in applying the concept of beneficial ownership. As such, a Portfolio may not be able to participate in
corporate actions affecting its rights as a bondholder, such as timely payment of distributions, due to time constraints
or for other operational reasons. Investors who wish to participate in Bond Connect do so through an offshore custody
agent, registration agent or other third parties (as the case may be), who would be responsible for making the relevant
filings and account opening with the relevant authorities. A Portfolio is therefore subject to the risk of default or errors
on the part of such agents. Bond Connect trades are settled in RMB and investors must have timely access to a reliable
supply of RMB in Hong Kong, which cannot be guaranteed. Moreover, securities purchased through Bond Connect
generally may not be sold, purchased or otherwise transferred other than through Bond Connect in accordance with
applicable rules.

A primary feature of Bond Connect is the application of the home market’s laws and rules applicable to investors
in Chinese fixed-income instruments. Therefore, a Portfolio’s investments in securities via Bond Connect are generally
subject to Chinese securities regulations and listing rules, among other restrictions. Such securities may lose their
eligibility at any time, in which case they could be sold but could no longer be purchased through Bond Connect. A
Portfolio will not benefit from access to Hong Kong investor compensation funds, which are set up to protect against
defaults of trades, when investing through Bond Connect. Bond Connect is only available on days when markets in
both the PRC and Hong Kong are open. As a result, prices of securities purchased through Bond Connect may
fluctuate at times when a Portfolio is unable to add to or exit its position and, therefore, may limit the Portfolio’s
ability to trade when it would be otherwise attractive to do so. Finally, uncertainties in the P