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Over the past several years, global equity markets 
have been defined by concentration, with a handful of 
mega-cap technology companies accounting for an 
outsized share of returns. This has led to a narrow bull 
market and pushed valuations higher, particularly in 
the U.S. Yet, as we enter 2026, the broad perception 
of “expensive equities” masks pockets of value and a 
growing opportunity set, supported by solid economic 
growth and improving earnings. 

For more than two decades, PIMCO has designed 
and managed global asset allocation strategies in 
which equities play a pivotal role. Within these multi-
asset portfolios, equity exposures are implemented 
through a disciplined, data-driven and repeatable 
approach to pursuing equity alpha that is designed to 
help complement broader portfolio objectives rather 
than operate in isolation. In this context, we believe 
our systematic equity approach is well-positioned for 
navigating toward more balanced and broader  
market participation. 

Our rules-based, systematic equity investment 
process focuses on identifying well-rounded 
companies across regions and sectors, helping our 
multi-asset portfolios remain broadly diversified 
while accessing sources of return potential that  
more traditional approaches may overlook.

In an environment where equity markets have 
become increasingly concentrated, we believe 
this discipline is particularly important and can 
contribute meaningfully to outcomes across the 
multi-asset portfolios that incorporate it.

WHAT ARE SYSTEMATIC 
EQUITIES?

Systematic equity investing 
is a way to invest in the stock 
market using clear rules and 
data, rather than guesswork or 
hunches. Instead of trying to  
pick stocks based on trends or 
headlines, this approach uses 
research, data, and technology 
to systematically identify 
opportunities across  
global markets.

The goal? To help investors in 
PIMCO’s multi-asset strategies 
grow their investments 
more steadily, avoid over-
concentrations in big-name 
stocks, and help mitigate the 
volatility that often comes from 
following the “crowd.”

Shelby Pope
Asset Allocation Strategist
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HOW ARE OUR STRATEGIES POSITIONING FOR 
OPPORTUNITIES IN 2026?

In 2025, global equity markets returned more than 22%1 as 
valuations approached historically high levels. Following over 
a decade of U.S. equity market outperformance , markets 
outside the U.S. – notably emerging markets (EM) in Asia as 
well as parts of Europe – delivered higher returns than the U.S. 
in 20252. Across investment styles, value, momentum, and 
growth factors all contributed positively, while quality lagged. 
Despite market concentration, differences between individual 
stocks widened materially.

Against this backdrop, our 2026 positioning focuses on:

Value beneath elevated U.S. valuations.  
U.S. valuations remain rich, but solid economic growth 
and improving earnings point to a more balanced, mid-
cycle environment. This should help create opportunities 
for active, systematic stock selection to seek value 
beyond the most expensive companies.

Global diversification with an ex-U.S. tilt.  
We continue to favour regions such as EM Asia and parts 
of Europe, seeking out “hidden gem” companies whose 
valuations we believe are more reasonable and whose 
earnings outlooks appear stronger.

Alpha in the AI supply chain and high-quality sectors. 
We see particular potential in EM companies linked to the 
AI supply chain, such as top-tier Asian semiconductor 
suppliers. We also see value in high-quality, defensive 
sectors such as healthcare, supported by resilient cash 
flows and durable fundamentals.

Broader earnings and continued dispersion.  
We expect earnings growth to broaden across sectors, 
with non-tech areas likely contributing more meaningfully. 
Continued dispersion among individual stocks should 
reward active selection and diversified factor exposures.

PIMCO’S SYSTEMATIC EQUITY APPROACH

Our systematic equity strategies are grounded in the belief 
that markets are not perfectly efficient and that persistent 
sources of return can be accessed through a transparent, 
time-tested process (see Figure 1).

•	 Multi-factor lens (four themes): We analyse companies 
using momentum, growth, quality, and value factors – 
drawing on both traditional data (earnings, cash flows) 
and alternative data (text analytics from company filings, 
customer-supplier relationships).

•	 Research-driven signals: We use more than two dozen 
distinct “alpha signals”, including over 15 proprietary PIMCO-
designed indicators, to help identify well-rounded companies 
with strong return potential. 

•	 Quality of signals over quantity of signals: Return 
generation can often stem from the robustness of individual 
signals rather than their sheer number. Our process aims to 
only include signals grounded in sound economic theory that 
we believe are capable of generating alpha net of transaction 
costs across the global opportunity set.

•	 Diversified portfolios with risk controls: We look to spread 
exposure across countries, sectors, and companies, 
supported by guardrails designed to pursue a balance 
between identifying companies poised to outperform and 
avoiding concentration risk.

Source: PIMCO as of 31 December 2025. For illustrative purposes only. 
There can be no guarantee that the trends mentioned above will continue. Statements of opinion are subject to change, without notice, based on market and other 
conditions. No representation is made or assurance given that such views are correct. There can be no assurance that any investment strategy will produce the desired 
results or achieve any particular level of returns or that the trends mentioned will continue.

1	 Source: Bloomberg. Global equities represented by the MSCI ACWI Index.
2 	 Source: Bloomberg. EM equities represented by the MSCI Emerging Markets Index; European equities represented by the Euro STOXX 50, FTSE 100, and MSCI Europe 

indices; U.S. equities represented by the S&P 500 Index.
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Case Studies: How PIMCO’s Systematic Strategies  
Responded to 2025’s Shifting Signals
Throughout 2025, our systematic equity process dynamically adjusted portfolio positioning as underlying factor signals evolved.  
This approach helped increase exposure to securities where multiple signals strengthened in tandem and reduced exposures where 
signal profiles weakened or became less differentiated.

The examples below are provided for illustrative purposes only and were selected by PIMCO to demonstrate how our process is 
designed to respond to changing market conditions. They do not represent all portfolio decisions or outcomes, and signal changes 
are one of the many inputs within our overall investment process3:

AI-LINKED SEMICONDUCTOR SUPPLIER IN EMERGING MARKETS

As 2025 progressed, this company’s score profile strengthened meaningfully, with improving earnings indicators, firmer momentum 
trends, and supportive industry data. With these signals reinforcing one another, our portfolios increased exposure to the stock as 
its scoring profile continued to improve.

GLOBAL TECHNOLOGY INFRASTRUCTURE PROVIDER

Mid-year, momentum indicators strengthened while quality and valuation signals remained steady. With several strong indicators 
aligning at once, our portfolios increased their positioning to reflect what we believe was a notable improvement in the stock’s 
overall attractiveness.

LARGE GLOBAL HEALTHCARE COMPANY

After delivering solid early-year performance, this company’s earnings-quality metrics began to soften and its overall signal strength 
moderated. In line with our disciplined process, our portfolios reduced exposure as the stock’s scores weakened.

3	 Past performance, factor signals, and portfolio positions are not a guarantee or a reliable indicator of future results.

Figure 1: PIMCO’s Systematic Equity portfolio construction process

1 Global & Diversified Universe

2 Individual Factor Rankings

3 Stock-Level Ranking

4 Stock Selection & Optimization

5 Re-optimize / Rebalance

Broad opportunity set using MSCI ACWI as 
starting point – large & mid cap stocks across 
developed and emerging markets

Rank all stocks in universe using 4 equity 
themes to prevent style bias

Generate 1 comprehensive score for each 
stock to rank by level of conviction

Consider risk/return, transaction costs,  
and country, sector & stock diversification

Repeat steps 1 to 4 to maximize alpha

Global Investment Universe

Quality 

Equity Portfolio

Re-optimization process

Momentum Value Growth

As of 31 December 2025. Source: PIMCO. For illustrative purposes only. The process described above assigns each security a composite score reflecting what we 
believe is the strength of its underlying factor signals and is not intended to be a prediction of future performance. There can be no assurance that any investment 
strategy will produce the desired results or achieve any particular level of returns.
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WHY SYSTEMATIC, ACTIVE EQUITY MATTERS NOW

Passive strategies can overweight areas where valuations are 
stretched, while traditional discretionary active management 
may expose investors to concentration risk. A globally-
diversified, systematic, and rules-based approach can help 
address these challenges by:

•	 Identifying diverse sources of return potential across  
regions, sectors, and companies

•	 Managing concentration risk and reduce imbalanced 
exposure across investment styles

•	 Adapting as market conditions shift, through disciplined, 
rules-based re-balancing

THE CHALLENGE WITH FUNDAMENTAL ACTIVE 
MANAGEMENT

Most active equity managers have struggled to consistently 
outperform their benchmarks, particularly in markets 
dominated by a small number of stocks. Over the trailing 
one-year period4, less than 40% of active managers in 
Morningstar’s Global Large-Cap Blend Equity category 
outperformed their benchmarks. Over longer periods,  
the success rate falls dramatically, with only 3.7% 
outperforming over the past decade. Notably, over the 
last 10 years, the median active global equity manager 
underperformed the MSCI All Country World Index (ACWI)  
by a cumulative 76%. 

Several behavioural biases may contribute to this:

•	 Overconfidence: Making outsized bets on  
familiar companies

•	 Performance chasing: Buying recent winners

•	 Familiarity bias: Focusing too heavily on home markets  
or well-known brands

A disciplined, data-driven, and rules-based approach helps 
mitigate these biases and helps support more consistent 
decision-making.

CONCLUSION

Heading into 2026, headline equity valuations remain 
elevated, but opportunities are expanding across regions, 
sectors, and styles. In this environment, a disciplined, 
systematic approach can help identify emerging leaders while 
avoiding overexposure to a more concentrated set of stocks.

Within the equity allocations of PIMCO’s multi-asset 
strategies, we are consistently reviewing and evaluating long-
term themes to balance exposures across quality, value and 
momentum factors, and allocating to markets where earnings 
growth prospects appear to be improving, with the goal of 
improving portfolio outcomes over time.

By combining clear, intuitive alpha signals with robust 
research, data, and risk controls, PIMCO’s systematic equity 
approach is well‑positioned to help navigate the next phases 
of market evolution in pursuit of consistent, long‑term 
outcomes across our asset allocation strategies.

4	 Data as of December 31, 2025. Source: Morningstar.
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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 low interest rate environments increase this risk. Reductions in bond 
counterparty capacity may contribute to decreased market liquidity and increased price volatility. Bond investments may be worth more or less than the original cost 
when redeemed. Investing in foreign-denominated and/or -domiciled securities may involve heightened risk due to currency fluctuations, and economic and political 
risks, which may be enhanced in emerging markets. Equities may decline in value due to both real and perceived general market, economic and industry conditions. 
Management risk is the risk that the investment techniques and risk analyses applied by an investment manager will not produce the desired results, and that certain 
policies or developments may affect the investment techniques available to the manager in connection with managing the strategy. Diversification does not ensure 
against loss. 
Statements concerning financial market trends or portfolio strategies are based on current market conditions, which will fluctuate. There is no guarantee that these 
investment strategies will work under all market conditions or are appropriate for all investors and each investor should evaluate their ability to invest for the long term, 
especially during periods of downturn in the market. Outlook and strategies are subject to change without notice.
INDEX DESCRIPTIONS
The Morningstar Global LargeCap Blend Equity category consists of funds that primarily invest in largecapitalization companies across developed global markets, 
including regions such as North America and Greater Europe. Funds in this category typically allocate at least 75% of total assets to equities and pursue a balanced blend 
of growth and value characteristics across industries and geographies. This category is intended to provide diversified exposure to large global companies with potential 
for longterm, steady growth
The MSCI All Country World Index (ACWI) is a freefloat adjusted, marketcapitalizationweighted benchmark designed to measure the equity performance of both 
Developed Markets (DM) and Emerging Markets (EM) worldwide. The index captures approximately 85% of the global investable equity opportunity set and includes more 
than 2,500 large and midcap constituents spanning 49 countries. ACWI is widely used as a comprehensive measure of global equity market performance.
©2026 Morningstar. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or 
distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising 
from any use of this information. Past performance is no guarantee of future results.
It is not possible to invest directly in an unmanaged index
This document contains examples of the firm's internal investment research capability. The data contained within the reports may not be related to the strategies 
discussed herein, may be stale and should not be relied upon as investment advice or a recommendation of any particular security, strategy or investment product. In 
selecting case studies, PIMCO considers investment performance in addition to other factors, including, but  not limited to, whether the example illustrates the particular 
investment strategy being featured and processes applied by PIMCO to making investment decisions. Information contained herein has been obtained from sources 
believed to be reliable, but not guaranteed.
The terms “cheap” and “rich” as used herein generally refer to a security or asset class that is deemed to be substantially under- or overpriced compared to both its 
historical average as well as to the investment manager’s future expectations. There is no guarantee of future results or that a security’s valuation will ensure a profit or 
protect against a loss.
This material contains the current opinions of the author and such opinions are subject to change without notice.  This material is distributed for informational purposes 
only and should not be considered as investment advice or a recommendation of any particular security, strategy or investment product. Information contained herein has 
been obtained from sources believed to be reliable, but not guaranteed.
PIMCO as a general matter provides services to qualified institutions, financial intermediaries and institutional investors. Individual investors should contact their own 
financial professional to determine the most appropriate investment options for their financial situation. This is not an offer to any person in any jurisdiction where unlawful 
or unauthorized. | Pacific Investment Management Company LLC, 650 Newport Center Drive, Newport Beach, CA 92660 is regulated by the United States Securities and 
Exchange Commission. | PIMCO Europe Ltd (Company No. 2604517, 11 Baker Street, London W1U 3AH, United Kingdom) is authorised and regulated by the Financial 
Conduct Authority (FCA) (12 Endeavour Square, London E20 1JN) in the UK. The services provided by PIMCO Europe Ltd are not available to retail investors, who should not 
rely on this communication but contact their financial adviser. Since PIMCO Europe Ltd services and products are provided exclusively to professional clients, the 
appropriateness of such is always affirmed. | PIMCO Europe GmbH (Company No. 192083, Seidlstr. 24-24a, 80335 Munich, Germany) is authorized and regulated by the 
German Federal Financial Supervisory Authority (BaFin) (Marie- Curie-Str. 24-28, 60439 Frankfurt am Main) in Germany in accordance with Section 15 of the German 
Securities Institutions Act (WpIG). | PIMCO Europe GmbH Italian Branch (Company No. 10005170963, Via Turati nn. 25/27 (angolo via Cavalieri n. 4) 20121 Milano, 
Italy), PIMCO Europe GmbH Irish Branch (Company No. 909462, 57B Harcourt Street Dublin D02 F721, Ireland), PIMCO Europe GmbH UK Branch (Company No. 
FC037712, 11 Baker Street, London W1U 3AH, UK), PIMCO Europe GmbH Spanish Branch (N.I.F. W2765338E, Paseo de la Castellana 43, Oficina 05-111, 28046 
Madrid, Spain), PIMCO Europe GmbH French Branch (Company No. 918745621 R.C.S. Paris, 50–52 Boulevard Haussmann, 75009 Paris, France) and PIMCO Europe 
GmbH (DIFC Branch) (Company No. 9613, Index Tower Floor 10, unit 1001 Dubai International Financial Centre, Dubai, United Arab Emirates) are additionally 
supervised by: (1) Italian Branch: the Commissione Nazionale per le Società e la Borsa (CONSOB) (Giovanni Battista Martini, 3 - 00198 Rome) in accordance with Article 
27 of the Italian Consolidated Financial Act; (2) Irish Branch: the Central Bank of Ireland (New Wapping Street, North Wall Quay, Dublin 1 D01 F7X3) in accordance with 
Regulation 43 of the European Union (Markets in Financial Instruments) Regulations 2017, as amended; (3) UK Branch: the Financial Conduct Authority (FCA) (12 
Endeavour Square, London E20 1JN); (4) Spanish Branch: the Comisión Nacional del Mercado de Valores (CNMV) (Edison, 4, 28006 Madrid) in accordance with 
obligations stipulated in articles 168 and  203  to 224, as well as obligations contained in Title V, Section I of the Law on the Securities Market (LSM) and in articles 111, 114 
and 117 of Royal Decree 217/2008, respectively, (5) French Branch: ACPR/Banque de France (4 Place de Budapest, CS 92459, 75436 Paris Cedex 09) in accordance with 
Art. 35 of Directive 2014/65/EU on markets in financial instruments and under the surveillance of ACPR and AMF and (6) DIFC Branch:  Regulated by the Dubai Financial 
Services Authority ("DFSA") (Level 13, West Wing, The Gate, DIFC) in accordance with Art. 48 of the Regulatory Law 2004. The services provided by PIMCO Europe GmbH 
are available only to professional clients as defined in Section 67 para. 2 German Securities Trading Act (WpHG). They are not available to individual investors, who should 
not rely on this communication. According to Art. 56 of Regulation (EU) 565/2017, an investment company is entitled to assume that professional clients possess the 
necessary knowledge and experience to understand the risks associated with the relevant investment services or transactions. Since PIMCO Europe GMBH services and 
products are provided exclusively to professional clients, the appropriateness of such is always affirmed. | PIMCO (Schweiz) GmbH (registered in Switzerland, Company 
No. CH-020.4.038.582-2, Brandschenkestrasse 41 Zurich 8002, Switzerland). According to the Swiss Collective Investment Schemes Act of 23 June 2006 (“CISA”), an 
investment company is entitled to assume that professional clients possess the necessary knowledge and experience to understand the risks associated with the relevant 
investment services or transactions. Since PIMCO (Schweiz) GmbH services and products are provided exclusively to professional clients, the appropriateness of such is 
always affirmed. The services provided by PIMCO (Schweiz) GmbH are not available to retail investors, who should not rely on this communication but contact their 
financial adviser. | PIMCO Asia Pte Ltd (8 Marina View, #30-01, Asia Square Tower 1, Singapore 018960, Registration No. 199804652K) is regulated by the Monetary 
Authority of Singapore as a holder of a capital markets services licence and an exempt financial adviser. The asset management services and investment products are not 
available to persons where provision of such services and products is unauthorised. | PIMCO Asia Limited (Suite 2201, 22nd Floor, Two International Finance Centre, No. 8 
Finance Street, Central, Hong Kong) is licensed by the Securities and Futures Commission for Types 1, 4 and 9 regulated activities under the Securities and Futures 
Ordinance. PIMCO Asia Limited is registered as a cross-border discretionary investment manager with the Financial Supervisory Commission of Korea (Registration No. 
08-02-307). The asset management services and investment products are not available to persons where provision of such services and products is unauthorised. | 
PIMCO Investment Management (Shanghai) Limited. Office address: Suite 7204, Shanghai Tower, 479 Lujiazui Ring Road, Pudong, Shanghai 200120, China (Unified 
social credit code: 91310115MA1K41MU72) is registered with Asset Management Association of China as Private Fund Manager (Registration No. P1071502, Type: Other). | 
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PIMCO Australia Pty Ltd ABN 54 084 280 508, AFSL 246862. This publication has been prepared without taking into account the objectives, financial situation or needs of 
investors. Before making an investment decision, investors should obtain professional advice and consider whether the information contained herein is appropriate having 
regard to their objectives, financial situation and needs. To the extent it involves Pacific Investment Management Co LLC (PIMCO LLC) providing financial services to 
wholesale clients, PIMCO LLC is exempt from the requirement to hold an Australian financial services licence in respect of financial services provided to wholesale clients 
in Australia. PIMCO LLC is regulated by the Securities and Exchange Commission under US laws, which differ from Australian laws. | PIMCO Japan Ltd, Financial 
Instruments Business Registration Number is Director of Kanto Local Finance Bureau (Financial Instruments Firm) No. 382. PIMCO Japan Ltd is a member of Japan 
Investment Advisers Association, The Investment Trusts Association, Japan and Type II Financial Instruments Firms Association. All investments contain risk. There is no 
guarantee that the principal amount of the investment will be preserved, or that a certain return will be realized; the investment could suffer a loss. All profits and losses 
incur to the investor. The amounts, maximum amounts and calculation methodologies of each type of fee and expense and their total amounts will vary depending on the 
investment strategy, the status of investment performance, period of management and outstanding balance of assets and thus such fees and expenses cannot be set 
forth herein. | PIMCO Taiwan Limited is an independently operated and managed company. The reference number of business license of the company approved by the 
competent authority is (112) Jin Guan Tou Gu Xin Zi No. 015 . The registered address of the company is 40F., No.68, Sec. 5, Zhongxiao East Rd., Xinyi District, Taipei City 
110, Taiwan (R.O.C.), and the telephone number is +886 2 8729-5500. | PIMCO Canada Corp. (199 Bay Street, Suite 2050, Commerce Court Station, P.O. Box 363, Toronto, 
ON, M5L 1G2) services and products may only be available in certain provinces or territories of Canada and only through dealers authorized for that purpose. | Note to 
Readers in Colombia: This document is provided through the representative office of Pacific Investment Management Company LLC located at Carrera 7 No. 71-52 TB 
Piso 9, Bogota D.C. (Promoción y oferta de los negocios y servicios del mercado de valores por parte de Pacific Investment Management Company LLC, representada en 
Colombia.). | Note to Readers in Brazil: PIMCO Latin America Administradora de Carteiras Ltda.Av. Brg. Faria Lima, 3477 Itaim Bibi, São Paulo - SP 04538-132 Brazil. | 
Note to Readers in Argentina: This document may be provided through the representative office of PIMCO Global Advisors LLC AVENIDA CORRIENTES, 299, Buenos 
Aires, Argentina. | No part of this publication may be reproduced in any form, or referred to in any other publication, without express written permission. PIMCO is a 
trademark of Allianz Asset Management of America LLC in the United States and throughout the world. ©2026, PIMCO.
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