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5 Things you Need to Know About: Rates

When interest rates move, it's not just borrowers who are concerned with the outcome. As an important driver of bond prices, interest

rates are also closely watched by bond investors.

1. INTEREST RATES AND BOND PRICES

One of the key drivers of bond pricing is interest rates.
If rates rise, older bonds with lower rates will drop in price to
compensate for the lower coupon payments (and vice versa).

Yields rise

Prices fall

2. THE INFLATION DOUBLE THREAT
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Inflation erodes the purchasing
power of future income
payments from bonds.

Inflation can lead to interest rate
increases which, in turn, push
down bond prices.

3. THEYIELD CURVE

The yield curve plots the interest rates for similar quality bonds
against their maturities (years to expiration). There are three main

4. DURATION RISK

Duration risk reveals how sensitive a bond is to interest rate
movements. In general, the higher the duration, the more the bond
value will fall if interest rates rise.

How a 1% rise in interest rates impacts bonds with
different durations
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5. RISING RATES

Rising rates don't have to mean bad news for bond investors.

As the chart shows, a fixed income investment may decline in

the short-term because the existing bond holdings fall in price.
However, higher interest rates lead to a higher yield on the invested
bonds in subsequent periods. Investors can also reinvest maturing
bonds into higher-yielding securities, which can return a bond
portfolio back to growth more quickly.

The upside of rising rates
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Past performance is not a guarantee or a reliable indicator of future results.

All investments contain risk and may lose value. Investing in the bond market is subject to risks, including market, interest rate, issuer, credit, inflation risk, and liquidity risk. The
value of most bonds and bond strategies are impacted by changes in interest rates. Bonds and bond strategies with longer durations tend to be more sensitive and volatile than
those with shorter durations; bond prices generally fall as interest rates rise, and the current low interest rate environment increases this risk. Reductions in bond counterparty
capacity may contribute to decreased market liquidity and increased price volatility. Bond investments may be worth more or less than the original cost when redeemed.

Statements concerning financial market trends or portfolio strategies are based on current market conditions, which will fluctuate. There is no guarantee that these investment
strategies will work under all market conditions or are appropriate for all investors and each investor should evaluate their ability to invest for the long term, especially during
periods of downturn in the market. Outlook and strategies are subject to change without notice.

This material has been distributed for informational purposes only and should not be considered as investment advice or a recommendation of any particular security, strategy or
investment product. Information contained herein has been obtained from sources believed to be reliable, but not guaranteed.

PIMCO as a general matter provides services to qualified institutions, financial intermediaries and institutional investors. Individual investors should contact their own financial
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