
PERFORMANCE SUMMARY

The PIMCO Capital Securities Fund (the "Fund") returned 1.84% (Wholesale Class, 
net of fees) in March outperforming the Bloomberg AusBond Bank Bills Index by 
1.47%.  Year-to-date the Fund has returned 2.62% (Wholesale Class, net of fees), 
while the benchmark returned 1.09%.
In March, the Bloomberg European Additional Tier 1 (AT1) Index returned +2.47% 
(USD hedged) and the Bloomberg Global Agg Corp Senior Financials Index (USD 
hedged) returned +1.15%. Over the month, spreads in European AT1s tightened by 35 
basis points (bps), while spreads in Senior Financials tightened by 7 bps.

Contributors
• Exposure to Additional Tier 1 

bonds, and in particular to select 

Dutch and UK issuers contributed 

to performance, as spreads 

tightened over the month.

• Exposure to Senior Financial 

bonds, and in particular to select 

Italian issuers contributed to 

performance as spreads tightened 

over the period.

• Exposure to Tier 2 bonds, and in 

particular to select French issuers, 

contributed to performance as 

spreads tightened over the month.

PIMCO Capital Securities Fund 

Key Facts

Bloomberg Ticker -

ISIN AU60ETL04453

APIR ETL0445AU

Inception date 11 August 2015

Distribution Quarterly 

Management Fee¹ 0.94% p.a.

Portfolio Managers Philippe Bodereau, Matthieu 

Loriferne, Michael Bogecho

Total Net Assets 78.6 (AUD in Millions)

¹In addition to the Management Fee there may be other 
fees and costs associated with an investment in this 
fund. For a detailed explanation on fees and costs 
please refer to the Product Disclosure Statement.

Investment Statistics

Fund Duration （yrs） 3.70

Benchmark Duration (yrs) 0.12

Estimated Yield to Maturity (%)⊕ 6.61

Average Coupon (%) 5.36

Effective Maturity (yrs) 4.59
⊕Yield to Maturity (YTM) is the estimated annual rate of 
return that would be received if the Fund’s current 
securities were all held to their maturity and all 
coupons and principal were made as contracted. YTM 
does not account for fees or taxes. YTM is not a 
forecast, and is not a guarantee of, the future return of 
the Fund. The Fund’s actual return will depend on a 
range of factors, including fluctuations in the value of 
the Fund’s securities held from time to time.
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Performance (Net of Fees)

Net of fees Benchmark

Performance CYTD 1 mos. 3 mos. FYTD 1 Yr. 3 Yrs. 5 Yrs. SI 

Net of fees (%) 2.62 1.84 2.62 12.24 14.17 -0.16 2.87 3.74

Benchmark (%) 1.09 0.37 1.09 3.26 4.19 2.08 1.51 1.70

Outerperformance (%) 1.54 1.47 1.54 8.98 9.98 -2.24 1.36 2.04

Past performance is not a reliable indicator of future results

Returns for periods longer than 1 year are annualised

Net of Fees - Fund performance is quoted net of fees and expenses and assumes the reinvestment of all 
distributions but does not take into account personal income tax
SI is the performance since inception. Inception date is 11/08/2015

The benchmark is the Bloomberg AusBond Bank Bills Index

Risk Profile

Unit value can go up as well as down and any 

capital invested in the fund may be at risk. The 

fund may invest in foreign denominated and/or 

domiciled securities which involve potentially 

higher risks including currency fluctuations and 

political or economic developments. These may 

be enhanced when investing in emerging 

markets. Funds that invest in high-yield, lower-

rated securities, will generally involve greater 

volatility and risk to principal than investments in 

higher-rated securities. The fund may use 

derivatives for hedging or as part of its 

investment strategy which may involve certain 

costs and risks. Portfolios investing in 

derivatives could lose more than the principal 

amount invested. For more details on the fund’s 

potential risks, please read the PDS. 

Important Notice

Please note that this material contains the 

opinions of the manager as of the date noted, 

and may not have been updated to reflect real 

time market developments. All opinions are 

subject to change  without notice. 

Investment Adviser

PIMCO Australia Pty Ltd

Level 19, 5 Martin Place

Sydney, NSW, 2000

1300 113 547

investorservices@au.pimco.com

Newport Beach Headquarters

650 Newport Center Drive

Newport Beach, CA 92660 
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Detractors
• Exposure to a select non-financial 

issuer detracted from performance, 

as the issuer’s bonds spreads 

widened.

• Select interest rate swap positions 

detracted from performance.



PORTFOLIO POSITIONING

1Q24 Market Update

The first quarter of the year has seen relatively strong performance from the capital securities markets, particularly subordinated 

bank debt, with the Bloomberg European Banks Additional Tier 1 (AT1) Index generating returns of +3.67% (USD hedged) while the 

Bloomberg Global Agg Corp Senior Financials Index (USD hedged) rose by +0.64%. This compares to 1Q24 returns of +0.05% and 

+1.64% for Global IG and Global HY, respectively. The negative effect of rising interest rates during the quarter was more than 

offset by spread compression. Over the quarter, spreads in European AT1s tightened by 66 basis points (bps), while spreads in

Senior Financials tightened by 21 bps.

Dutch Banks

In March there was an exploratory report published by the Dutch Finance Ministry which led to headlines in the financial media. The 

headlines stemmed from proposals in the report to modify or phase-out the use of Additional Tier 1 bonds. However, the proposals

should be viewed against a backdrop where the EU is part of the Single Supervisory Mechanism which means that individual central

banks no longer have the power to set regulation. Instead, the Capital Requirements Regulation and Basel committee would 

primarily dictate the definition of AT1 instruments. Furthermore, the report also mentions the potential negative side effects of its 

proposals, such as increased financing costs for Dutch households and companies. Given the low appetite to revise or abolish AT1

instruments at an international level, we believe the Dutch report is unlikely to lead to any changes in the asset class.

Supply & Call update

Primary markets remained busy in March with 4 institutional sized AT1 deals, from SOCGEN, STANLN, ABNANV and FINBAN. 

Year to date, there has been total issuance of €162.5 billion across the capital structure from European banks, which is cons iderably 

higher than the levels seen in 2022 and 2023. In particular the supply of Tier 2 bonds has been more pronounced compared to the 

previous two years. The driver of this elevated supply of Tier 2 bonds has been the refinancing of upcoming calls in 2025 of bonds 

largely issued in the early part of 2020.

The first three months of the year were also active with issuers calling their AT1s, as 14 European bank AT1s with first call dates in 

2024 became callable. All but one issuer called these AT1 bonds, with the non-call by AAREAL being widely expected by the 

market. The continued strong track-record of banks calling their AT1s at their first call date represents a favorable backdrop for the 

market.  

PIMCO CAPITAL SECURITIES FUND | MONTHLY COMMENTARY | MARCH 2024

MONTH IN REVIEW

The Fund favours AT1s from systemic banks and national champions with ample capital buffers, robust equity cushions and a 

diversified revenue stream. At the same time, the Fund remains cautious on smaller issuers and those with more limited scope for

organic capital generation. Geographically, the Fund is well diversified and favors countries such as the UK, Netherlands and

France where banks have the highest levels of capital. In senior and Tier 2 debt, the exposure remains mostly centered on UK 

banks, as well as select idiosyncratic opportunities in peripheral and core European banks offering upside through improving 

fundamentals and potential consolidation.

Over the course of March, the Fund has continued to take advantage of the new issue market to increase its AT1 bond exposure via

attractively priced opportunities, while taking some profits on select Japanese AT1s. Furthermore, the fund slightly decreased its 

allocation to senior bonds while participating in new issue opportunities within the insurance sector. The Fund continues to focus on 

more resilient issuers within the bank capital investment universe. 



OUTLOOK AND STRATEGY

The banking sector is entering this period of economic 

uncertainty with strong initial conditions in credit 

fundamentals. Banks’ asset quality has remained resilient and 

capital buffers are at or close to record highs. While elevated 

inflation, higher interest rates and tighter financial conditions will 

inevitably have an impact on the broader economy, banks are 

well positioned given their strong fundamentals following more 

than a decade of restructuring, de-risking and de-leveraging and 

remain more insulated from inflationary pressures relative to 

other sectors in corporate credit.

Most banks are uniquely positioned to continue to benefit 

from higher rates, particularly in Europe. Banks in Europe are 

by far the biggest beneficiaries within the developed market 

banking system. Financial results published in the fourth quarter 

of 2023 continued to indicate that the benefits of abandoning 

negative rates have become visible on banks’ P&Ls. While we 

believe 2023 likely marked peak earnings for banks in the US 

and Europe, it is important to stress that we do not expect a 

return to an environment of extremely low or negative interest 

rates, which was the case for much of the last decade and which 

put bank earnings under significant pressure.

Valuations look attractive compared to other parts of the 

fixed income universe, particularly given AT1 yields remain 

elevated versus history. While market stress related to events 

over the course of March 2023 propagated primarily to the most 

junior part of banks’ capital structures, over the last year we have 

seen a strong recovery in prices, particularly in November and 

December 2023, with AT1s now trading at the 20th percentile of 

daily spread data since inception of the index in 2014. More 

senior parts of the capital structure also sold off last year, despite 

not being subject to the write-down/conversion mechanism of 

AT1s. Senior Financials are currently trading at the 45th 

percentile of daily spread data since the inception of the AT1 

index in 2014, thus providing attractive spreads compared to 

historical levels. 
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The information in this publication is for general information only and 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. This publication is intended to be general advice only. Retail clients 
should seek advice from their financial adviser before making an investment decision. Past performance is not a reliable indicator of future results.
Interests in any PIMCO fund mentioned in this publication are issued by PIMCO Australia Management Limited ABN 37 611 709 507, AFSL 487 505 of 
which PIMCO Australia Pty Ltd ABN 54 084 280 508, AFSL 246 862 is the investment manager (together PIMCO Australia). 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. Investors should obtain a copy of the Product Disclosure Statement (PDS) and consider the PDS before making any decision about whether to 
acquire an interest in any PIMCO fund mentioned in this publication. PIMCO Australia has determined the target market for this product which is set out 
in the target market determination (TMD) published on our website. The current PDS and TMD can be obtained via www.pimco.com.au. This publication 
may include economic and market commentaries based on proprietary research, which are for general information only. PIMCO Australia believes the 
information contained in this publication to be reliable, however its accuracy, reliability or completeness is not guaranteed. Any opinions or forecasts 
reflect the judgment and assumptions of PIMCO Australia on the basis of information at the date of publication and may later change without notice. 
These should not be taken as a recommendation of any particular security, strategy or investment product. All investments carry risk and may lose value. 
To the maximum extent permitted by law, PIMCO Australia and each of their directors, employees, agents, representatives and advisers disclaim all 
liability to any person for any loss arising, directly or indirectly, from the information in this publication. No part of this publication may be reproduced in 
any form, or referred to in any other publication, without express written permission of PIMCO Australia. PIMCO is a trademark of Allianz Asset 
Management of America LLC in the United States and throughout the world. ©2024 PIMCO.

To the extent this publication includes references to Pacific Investment Management Co LLC (PIMCO LLC) and/or any information regarding funds 
issued by PIMCO LLC and/or its associates, such references are to PIMCO LLC (and/or it associates, as the context requires) as the investment 
manager of the fund, and not as the issuer of the fund. PIMCO LLC is exempt from the requirement to hold an Australian financial services licence 
under the Corporations Act 2001. PIMCO LLC is regulated by the Securities and Exchange Commission under US law, which differ from 
Australian law. PIMCO LLC is only authorised to provide financial services to wholesale clients in Australia.

Additional information: This material may contain additional information, not explicit in the prospectus, on how the Fund or strategy is currently 
managed. Such information is current as at the date of the material and may be subject to change without notice.

Benchmark; Unless otherwise stated in the prospectus or in the relevant key investor information document, the Fund referenced in this material is not 
managed against a particular benchmark or index, and any reference to a particular benchmark or index in this material is made solely for risk or 
performance comparison purposes.

Beta: Beta is a measure of price sensitivity to market movements. Market beta is 1.

Charts: Performance results for certain charts and graphs may be limited by date ranges specified on those charts and graphs; different time periods 
may produce different results. Charts are provided for illustrative purposes and are not indicative of the past or future performance of any PIMCO 
product.

Correlation: Correlation is a statistical measure of how two securities move in relation to each other. The correlation of various indexes or securities 
against one another or against inflation is based upon data over a certain time period. These correlations may vary substantially in the future or over 
different time periods that can result in greater volatility.

Credit Quality: The credit quality of a particular security or group of securities does not ensure the stability or safety of an 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

Diversification: Diversification does not ensure against losses.

Duration: Duration is the measure of a bond's price sensitivity to interest rates and is expressed in years.

Fluctuation: There can be no guarantee that the trends above will continue. Statements concerning financial market trends are based on current market 
conditions, which will fluctuate.

Forecast: These forecasts are predictive in nature. Actual results may differ materially from these projections.

All periods longer than one year are annualised.

Certain information contained in this material constitutes “forward-looking statements,” which can be identified by the use of forward-looking terminology 
such as “may,” “will,” “should,” “expect,” “anticipate,” “target,” “project,” “estimate,” “intend,” “continue,” or “believe,” or the negatives thereof or other 
variations thereon or comparable terminology. Due to various risks and uncertainties, actual events or results or the actual performance of any 
investment may differ from those reflected or contemplated in such forward-looking statements. Prospective investors should not rely on these forward-
looking statements when making an investment decision.

Index: It is not possible to invest directly in an unmanaged index.

Investment Strategies: There is no guarantee that these investment strategies will work under all market conditions and each investor should evaluate 
their ability to invest for a long-term especially during periods of downturn in the market. No representation is being made that any account, product, or 
strategy will or is likely to achieve profits, losses, or results similar to those shown.

Opinions: The materials contain statements of opinion and belief. Any views expressed herein are those of PIMCO as of the date indicated, are based 
on information available to PIMCO as of such date, and are subject to change, without notice, based on market and other conditions. No representation 
is made or assurance given that such views are correct. PIMCO has no duty or obligation to update the information contained herein.

Certain information contained herein concerning economic trends and/or data is based on or derived from information provided by independent third-
party sources. PIMCO believes that the sources from which such information has been obtained are reliable; however, it cannot guarantee the accuracy 
of such information and has not independently verified the accuracy or completeness of such information or the assumptions on which such information 
is based.
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Outlook: 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 suitable 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.

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 the current low interest rate environment increases this risk. 
Current 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. Commodities contain heightened risk, including market, political, regulatory and natural 
conditions, and may not be suitable for all investors. 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. Equities may decline in value due to both real 
and perceived general market, economic and industry conditions.

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. Sovereign securities are generally backed by the issuing government. Obligations of U.S. government 
agencies and authorities are supported by varying degrees, but are generally not backed by the full faith of the U.S. government. Portfolios that invest in 
such securities are not guaranteed and will fluctuate in value. 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. Mortgage- and asset-backed securities may be 
sensitive to changes in interest rates, subject to early repayment risk, and while generally supported by a government, governmentagency or private 
guarantor, there is no assurance that the guarantor will meet its obligations. Income from municipal bonds may be subject to state and local taxes and at 
times the alternative minimum tax. Swaps are a type of derivative; swaps are increasingly subject to central clearing and exchange-trading. Swaps that 
are not centrally cleared and exchangetraded may be less liquid than exchange-traded instruments. 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. Treasury Inflation-Protected Securities (TIPS) are ILBs issued by the U.S. government. Certain U.S. government securities are backed by the full 
faith of the government. Obligations of U.S. government agencies and authorities are supported by varying degrees but are generally not backed by the 
full faith of the U.S. government. Portfolios that invest in such securities are not guaranteed and will fluctuate in value.

Securities Referenced: References to specific securities and their issuers are for illustrative purposes only and are not intended and should not be
interpreted as recommendations to purchase or sell such securities.

No guarantee is being made that the structure or actual account holdings of any account will remain the same. PIMCO may or may not own the securities 
referenced and, if such securities are owned, no representation is being made that such securities will continue to be held.

Strategy Availability: Strategy availability may be limited to certain investment vehicles; not all investment vehicles may be available to all investors. 
Please contact your PIMCO representative for more information.

Interest rate strategies encompass the Fund’s duration, yield curve, and convexity strategies.

Benchmark: Bloomberg AusBond Bank Bills Index.

The Bloomberg AusBond Bank Bills Index is an unmanaged index representative of the total return performance of Australian money market securities.  
It is not possible to invest in an unmanaged index..

Spreads referenced are the average option adjusted spread (OAS) level as generated by Bloomberg.
References to specific issuers are not intended and should not be interpreted as recommendations to purchase, sell or hold securities of those issuers. 
PIMCO products and strategies may or may not include the securities of the issuers referenced and, if such securities are included, no representation is 
being made that such securities will continue to be included.

PIMCO CAPITAL SECURITIES FUND | MONTHLY COMMENTARY | MARCH 2024


