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What do low interest rates tell you about asset allocation?

A. Sell all defensive assets - not a lot of upside to fixed
interest

B. Analyse what these low yields are signaling about
expected economic growth and the likely returns
from risky assets
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Relative asset class performance YTD 2011

Index Performance CYTD11 - Growth of $100
$115

$110

$105

$100

$95

$90

$80
Dec10 Jan1l Feb1l Marll Aprll Mayl1l Junll Julll Augll Sep1l Octll

As of 14 November 2011
SOURCE: Barclays Capital, PIMCO, Bloomberg Financial Markets
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The New Normal: Deleveraging, De-globalisation and Re-regulation!
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Structure of global economy and growth dynamics are changing rapidly

Average real GDP growth forecasted for 2012

Annual percent change

™ 10% or more I 0-3%
H 6-10% H Less than 0%
M 3-6% No data

SOURCE: International Monetary Fund (IMF), World Economic Outlook September 2011.
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Subdued outlook for the global economy
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Traditional patterns of global indebtedness are being reversed

Gross Government Debt-to-GDPRetios. W2007 M2010 W2015F

= Industrialised countries are
expanding their indebtedness
at an unprecedented pace...
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As of 30 September 2011 Indusiriazed Countries fmerging Markets
SOURCE: International Monetary Fund (IMF), Credit Suisse
Industrialized Countries: U.S., Japan, Germany, U.K., France, ltaly, Spain and Canada. Emerging Market Countries: China, India, Indonesia, Malaysia, Philippines, Thailand, Hong Kong,
Korea and Singapore.

Refer to Appendix for additional outlook information.
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PIMCO’s cyclical framework for growth in the developed world

CYCLICAL

CBNETES) Description

Developed economies reflate to a 4-6% nominal growth rate in 12 to 18
A months
Old Normal, V-shaped recovery

Sustainable nominal growth of 4-6% reached over a 24 to 36 month horizon
Old Normal, U-shaped recovery

@

Partial recovery only, as forces of de-leveraging, de-globalisation and re-
regulation restrain nominal growth to 1-3%
Currently, the developed world is in the C-minus scenario

Deteriorating economic conditions

= The economy stalls or iters a ion, with { y risks coming to
the fore
= This is PIMCO’s risk case; its likeli has i

latility a ertainty remains exceedingly HIGH

As of 30 September 2011
Refer to Appendix for additional forecast and outiook information.

Your Global Investment Authority ‘ P97

PIMCO

28/11/2011



Average Pension Fund Asset Allocation
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SOURCE: Towers Watson and secondary sources
Assets/GDP ratio for the world is calculated in USD and assets were estimated as of 31 December 2010
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Average Asset Allocation of a Balanced Portfolio

Asset Allocation

(by market value weight)
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(by contribution to estimated volatility)
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SOURCE: Large Dealer Group Balanced model portfolio, PIMCO Analysis
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The end of the Great Moderation - more volatility, lower realised returns

Index Returns - Growth of $100 over 10 years
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100 year investment horizon...?
1. Jane Gray 109 years, 353 days
2. Blanche Coward 109 years, 337 days
3. Vi Robbins 109 years, 264 days
4. Caroline 109 years, 50 days
5. Ethel Farrell 108 years, 357 days
As of 18 November 2011
SOURCE: Wikipedia
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What does the structured community need to do?

- Education Education Education...
. Efficient funding of our banking system:
- Good for borrowers
- Otherwise:
- ROEs will continue to fall
- Balance Sheets will contract

» Fund managers are willing buyers of quality
(“bulletproof”’?) structured credit, but appetite largely
depends upon long-term allocations to fixed income
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Disclaimer

The services and products provided by PIMCO Australia Pty Lid are only available to persons who come within the category of wholesale clients as defined in the
Corporations Act 2001. They are not available to persons who are retail clients, who should not rely on this communication. Investors should obtain relevant and
specific professional advice before making any investment decision. The information contained herein does not take into account the investment objectives, financial
situation or needs of any particular investor. Before making an investment decision investors should consider, with or without the assistance of a securities advisor,
whether the information contained herein is appropriate in light of their particular investment needs, objectives and financial circumstances

Investment management products and services offered by PIMCO Australia Pty Ltd are offered only to persons within its respective jurisdiction, and are not available
to persons where provision of such products or services is unauthorized.

Past performance is no guarantee of future results. Information contained herein has been obtained from sources believed to be reliable, but not guaranteed. This
presentation contains the opinion of the manager as the date of this presentation, and such opinions are subject to change without notice. This presentation 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. The content of this presentation remains the property of PIMCO. No part of this publication may be reproduced in any form, of referred to in any
other publication, or conveyed to a third party without express written permission.

Copyright 2011, PIMCO
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