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PIMCO Income Fund Update:
Managing Risk While Locking

In Yield

Higher starting yields help anchor portfolios as uncertainty across markets

and the global economy rises.

KEY TAKEAWAYS

+ Economic and market outcomes are increasingly diverging across regions and
sectors, underscoring the importance of resilience in portfolio construction.

- Starting yields are meaningfully higher than in recent decades, providing a cushion

for investors even if inflation stays elevated and policy paths diverge.

+ Income Fund is diversified across the global fixed income opportunity set with an
up-in-quality, up-in-liquidity bias, maintaining flexibility to navigate volatility and

capitalize on dislocations.

Fixed income markets are offering compelling
income potential, even as investors navigate

an uncertain macro and geopolitical backdrop.

Here, Dan lvascyn, manager of PIMCO Income
Fund with Alfred Murata and Josh Anderson,
answers questions from Esteban Burbano,
fixed income strategist. They discuss the
current environment and how the team

is positioning Income Fund for resilience,
flexibility, and opportunity.

Q: PIMCO'’s latest Cyclical Outlook,
“Layered Uncertainty: Conflict, Credit
Stress and Al,” highlights intensified
uncertainty and increasing divergence
among regions and sectors. How are
these factors influencing our high-level
outlook for the next 6-12 months?

A: We started the year with significant

uncertainty from a macro standpoint with
policy shifts and ongoing disruption from
Al. These factors are driving a “K-shaped”

economy: Stronger households, sectors,

and countries with clear growth drivers are
holding up well, while others more exposed to
inflation, higher rates, or slowing demand are
being left behind. That divergence remains a
defining theme in our outlook.

What has changed is the scale of uncertainty
driven by the Middle East conflict and the
potential for a prolonged energy supply
shock. In environments like this with elevated
uncertainty and fatter tail risks, we are
building portfolios with an emphasis on
resiliency and liquidity.

Q: How are we thinking about growth,
inflation, and the key risks over the next
year or so?

A: Our base case is still positive global growth.
In the U.S., we forecast 2026 growth in the
high-1% to 2% range, assuming geopolitical
tensions do not meaningfully escalate.


https://www.pimco.com/us/en/insights/layered-uncertainty-conflict-credit-stress-and-ai
https://www.pimco.com/us/en/insights/layered-uncertainty-conflict-credit-stress-and-ai

Inflation is the bigger uncertainty. The energy shock is likely
to keep inflation elevated for longer, taking several quarters

to fully return to its prior path even if we have a meaningful
easing of oil supply concerns. This means we could see less
central bank accommodation than many were expecting
prior to the conflict (though perhaps not the hawkish shift
some have predicted more recently, either), along with a more
differentiated policy outlook across countries. Income Fund
also has the flexibility to incorporate inflation-linked bond
investments where appropriate to mitigate inflationary risks.

We continue to monitor a potential stagflationary scenario

— where inflation stays high long enough to begin weighing

on growth. If central banks are forced to push back more
aggressively, that could be negative for credit and equities.
While our base case is that the economy and risk assets hold
up, the range of outcomes is wider than normal, and portfolios
should reflect that uncertainty.

Q: With geopolitical and political uncertainty so
elevated, how are you managing overall portfolio risk?

A: We're currently leaning on three core ideas. First, stay up

in quality. When the world is this uncertain and risk asset
valuations still broadly look stretched, we don't think it's time to
reach aggressively into the most economically sensitive parts
of the credit markets.

Second, stay diversified across the global fixed income
opportunity set. Income Fund is as diversified as it's been in
many years, and that matters when different countries are in
different stages of growth, inflation, and policy cycles.

Third, maintain a focus on liquidity, because liquidity means
future flexibility. We treat liquidity as an asset; it allows us
to step in when others need liquidity and to look to take
advantage of dislocations when they occur.

Speaking more broadly, it's very challenging to predict
macroeconomic outcomes with any precision. A key
foundation of our thinking — and the good news today — is that
you don't necessarily have to make bold predictions about
what central banks will do, what global leaders will do, or how
geopolitical situations might unfold. Instead, you can simply
look to take advantage of attractive absolute and relative
valuations within higher-quality fixed income, and that's where
Income Fund is focused.
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Q: How are you thinking about duration and yield curve
positioning right now?

A: The overarching objective is to lock in today's attractive
yields while maintaining flexibility. If geopolitical risks escalate
and slow growth, interest rates could fall, which would likely
benefit bonds, but reinvestment opportunities may be less
compelling down the road. That makes capturing current
elevated valuations particularly important.

With this in mind, we have modestly increased duration,
focusing on markets that lagged and could benefit from
stabilization, including Australia, the U.K., and in higher-quality
emerging markets. Overall duration remains in line with the
fund’'s benchmark.

We've also remained active in curve positioning as recent
volatility, particularly at the long end, has created opportunities
to adjust exposure. We've shifted from a front-end-heavy
stance toward a more balanced, neutral posture, and while we
still generally favor the front end, positioning today is more
diversified and flexible.

Q: The fund maintains a meaningful overweight to U.S.
agency mortgage-backed securities (MBS). Why does
that still make sense today?

A: Agency mortgages performed very well over the past
couple of years because they started extremely cheap

and then benefited from spread tightening. Recently they
underperformed a bit as rate volatility rose, but we continue to
view them as modestly cheap and closer to fair value today.

That said, we still like them because “fair” looks attractive in

a world where parts of lower-quality credit remain expensive.
They also offer a favorable liquidity profile, which lets us

trade actively to add value, and rotate into other areas when
better opportunities emerge. Over time, as compelling credit
opportunities appear with better risk profiles and incremental
spread, we can rotate, but for now, agency mortgages remain a
key holding.
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Q: What are you seeing in asset-backed securities
(ABS) and structured credit?

A: High quality consumer ABS tied to middle- and higher-
income households still look attractive. Underwriting standards
have generally stayed strong, households have benefited from
years of income growth, and many homeowners hold record
amounts of equity in their properties. That said, we are being
selective, especially as we have observed that some managers
have moved into riskier, higher-yielding, lower-quality corners
of the market.

We are also taking a close look at collateralized loan
obligations (CLOs). Historically we've avoided meaningful
mezzanine exposure due to volatility and embedded leverage,
but senior CLO risk — especially higher-quality tranches — has
started to look more interesting on the margin.

Q: Corporate credit spreads have been tight. Where are
we leaning in and where are we cautious?

A: We are cautious on lower-quality credit. Spreads are tighter
than we would like given macro uncertainty and the potential for
Al-driven disruption, which can create winners and losers across
sectors. Private credit has some concentrated exposures in
more sensitive areas, and we are seeing stress build.

Traditional high yield fundamentals look stronger than some
areas of private credit, but are vulnerable if growth weakens,
so the Income Fund has remained cautious. Investment grade
fundamentals appear generally solid, though valuations are not
especially cheap, in our view.

What is encouraging is the increase in special situations where
companies that once expected private buyers are returning to
public markets. In many cases, theyre offering more investor-
friendly terms to get deals done. That creates potential
opportunities for patient investors with liquidity to step in on
attractive terms.

Q: How are you thinking about currencies?

A: Over the longer term, we expect modest U.S. dollar
weakness, so we maintain a small underweight to the dollar
in Income Fund. But in the short term, conviction is lower
because in periods of acute conflict or risk-off moves, capital
often rushes into the dollar temporarily.

We also recently reduced some currency exposure, particularly
within emerging markets. Our approach continues to be
relative-value-oriented rather than a massive risk position.

Q: What's the key takeaway for Income Fund
investors now?

A: Starting yields are the most important consideration. Today’s
yields are meaningfully higher than we've seen for much of

the past two decades, creating a cushion for income-oriented
investors. Even with inflation elevated in the near-term, high
quality bonds are generally yielding well above inflation, which
has historically been a favorable indicator of forward returns.

For investors with a three- to five-year horizon, those starting
valuations matter. In a flexible portfolio like Income Fund, yield
can act as a long-term foundation, with the potential to add value
over time through active shifts across sectors, the yield curve,
and global markets as opportunities arise. We believe the current
environment is a prime time for investors to consider recentering
portfolios on high quality bonds to generate potential income,
diversify risk, and hedge against downside macro scenarios.

Q: Any final thoughts?

A: Thank you for the trust and confidence you place in PIMCQO'’s
people and investment process. We remain deeply committed
to navigating a world that is clearly challenging, but also one
that offers meaningful opportunities for disciplined, active fixed
income. As always, we're focused on seeking to deliver strong
income and returns over time.
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Investors should consider the investment objectives, risks, charges and expenses of the funds carefully before investing. This and
other information are contained in the fund’s prospectus and summary prospectus, if available, which may be obtained by contacting
your investment professional or PIMCO representative or by visiting www.pimco.com. Please read them carefully before you invest or
send money.

Past performance is not a guarantee or a reliable indicator of future results.

Investments made by a Fund and the results achieved by a Fund are not expected to be the same as those made by any other PIMCO-advised Fund, including those with a
similar name, investment objective or policies. A new or smaller Fund's performance may not represent how the Fund is expected to or may perform in the long-term. New
Funds have limited operating histories for investors to evaluate and new and smaller Funds may not attract sufficient assets to achieve investment and trading efficiencies.
A Fund may be forced to sell a comparatively large portion of its portfolio to meet significant shareholder redemptions for cash, or hold a comparatively large portion of its
portfolio in cash due to significant share purchases for cash, in each case when the Fund otherwise would not seek to do so, which may adversely affect performance.

Itisimportant to note that differences exist between the fund’s daily internal accounting records, the fund's financial statements prepared in accordance with U.S. GAAP,

and recordkeeping practices under income tax regulations. It is possible that the fund may not issue a Section 19 Notice in situations where the fund's financial statements
prepared later and in accordance with U.S. GAAP and/or the final tax character of those distributions might later report that the sources of those distributions included capital
gains and/or a return of capital. Please see the fund's most recent shareholder report for more details. Although the Fund may seek to maintain stable distributions, the Fund's
distribution rates may be affected by numerous factors, including but not limited to changes in realized and projected market returns, fluctuations in market interest rates,
Fund performance, and other factors. There can be no assurance that a change in market conditions or other factors will not result in a change in the Fund’s distribution rate
or that the rate will be sustainable in the future. For instance, during periods of low or declining interest rates, the Fund's distributable income and dividend levels may decline
for many reasons. For example, the Fund may have to deploy uninvested assets (whether from purchases of Fund shares, proceeds from matured, traded or called debt
obligations or other sources) in new, lower yielding instruments. Additionally, payments from certain instruments that may be held by the Fund (such as variable and floating
rate securities) may be negatively impacted by declining interest rates, which may also lead to a decline in the Fund’s distributable income and dividend levels.

A word about risk: Investing in the bond market is subject to risks, including market, interest rate, issuer, credit, inflation risk, and liquidity risk. The value of most bonds and
bond strategies are impacted by changes in interest rates. Bonds and bond strategies with longer durations tend to be more sensitive and volatile than those with shorter
durations; bond prices generally fall as interest rates rise, and low interest rate environments increase this risk. Reductions in bond counterparty capacity may contribute to
decreased market liquidity and increased price volatility. Bond investments may be worth more or less than the original cost when redeemed. Inflation-linked bonds (ILBs)
issued by a government are fixed income securities whose principal value is periodically adjusted according to the rate of inflation; ILBs decline in value when real interest
rates rise. Investing in foreign denominated and/or domiciled securities may involve heightened risk due to currency fluctuations, and economic and political risks, which
may be enhanced in emerging markets. Mortgage and asset-backed securities may be sensitive to changes in interest rates, subject to early repayment risk, and their
value may fluctuate in response to the market's perception of issuer creditworthiness; while generally supported by some form of government or private guarantee there is
no assurance that private guarantors will meet their obligations. References to Agency and non-agency mortgage-backed securities refer to mortgages issued in the United
States. Structured products such as collateralized debt obligations are also highly complex instruments, typically involving a high degree of risk; use of these instruments
may involve derivative instruments that could lose more than the principal amount invested. Collateralized Loan Obligations (CLOs) involve a high degree of risk and are
intended for sale to qualified investors only. The amount of distributions, if any, on CLOs will be affected by, among other things, the timing of purchases of loans, rates of
repayment of or distributions on the underlying assets, the timing of reinvestment in substitute underlying assets and the interest rates available at the time of reinvestment.
Investments in subordinated tranches of CLOs often represent highly leveraged investments in the underlying assets, and may lose all or a significant portion of their value,
even if other tranches of the CLO do not. CLOs are typically illiquid, and holders may not be able to sell these securities at an attractive time or price, or at all. CLOs are also
exposed to risks such as credit, default, liquidity, management, volatility, interest rate and credit risk. High-yield, lower-rated, securities involve greater risk than higher-rated
securities; portfolios that invest in them may be subject to greater levels of credit and liquidity risk than portfolios that do not. Equities may decline in value due to both real
and perceived general market, economic, and industry conditions. Currency rates may fluctuate significantly over short periods of time and may reduce the returns of a
portfolio. Derivatives may involve certain costs and risks such as liquidity, interest rate, market, credit, management and the risk that a position could not be closed when
most advantageous. Investing in derivatives could lose more than the amount invested. 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.

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
toinvest long-term, especially during periods of downturn in the market. Investors should consult their investment professional prior to making an investment decision.

Forecasts, estimates and certain information contained herein are based upon proprietary research and should not be considered as investment advice or a recommendation
of any particular security, strategy or investment product. There is no guarantee that results will be achieved.

References to liquidity refer to normal market conditions.

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. The credit quality of a particular security or group of securities does not ensure the stability or safety of the overall portfolio. The quality ratings of individual issues/
issuers are provided to indicate the credit-worthiness of such issues/issuer and generally range from AAA, Aaa, or AAA (highest) to D, C, or D (lowest) for S&P, Moody's, and
Fitch respectively. Duration is the measure of a bond's price sensitivity to interest rates and is expressed in years. A “K-shaped” economy describes an economic recovery
where different groups or industries experience very different outcomes.

PIMCO as a general matter provides services to qualified institutions, financial intermediaries and institutional investors. Individual investors should contact their own financial
professional to determine the most appropriate investment options for their financial situation. This material contains the opinions of the manager and such opinions are
subject to change without notice. This material has been distributed for informational purposes only and should not be considered as investment advice or a recommendation
of any particular security, strategy or investment product. Information contained herein has been obtained from sources believed to be reliable, but not guaranteed. No part of
this material may be reproduced in any form, or referred to in any other publication, without express written permission. PIMCO is a trademark of Allianz Asset Management of
America LLC in the United States and throughout the world. ©2026, PIMCO.

PIMCO Investments LLC, distributor, 1633 Broadway, New York, NY, 10019 is a company of PIMCO.
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