
The Market  

and Investor Sentiment  
 

JP Morgan Asset Management 
provides insight to behavioral 
finance’s relationship to current 
market levels.  In “The Sentimental 
Investor:  Staying Disciplined in a 
skeptical market,” JP Morgan 
concludes that “The irrational 
exuberance that typically signals a 
market peak is still not present in 
the data.”  (p. 5.)  That said, the 
phrase “past performance is no 
indication of future results” may 
certainly apply to this historical 
correlation as well. 
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CHANGES AT PIMCO:  Time to assess Total Return 

Winiecki Wealth Management is an independent, fiduciary 

investment and planning firm.  We favor no fund company over 

another.  We strive to provide our readers helpful, timely 

information based on quality, regardless who provides that 

information. 

PIMCO TOTAL RETURN 
 

PIMCO Total Return is not a bond 

fund.  The abrupt departure of its 

manager is a great time to re-assess 

whether it belongs in your portfolio 

or 401(k) plan.  

 

Up until Friday, Bill Gross, 

PIMCO’s founder, acted as its Chief 

Investment Officer and managed the 

Total Return Fund.  On September 

27, Gross abruptly left PIMCO for a 

rival firm.   

 

Continued . . . 
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PIMCO TOTAL RETURN 
 

PIMCO’s Total Return Fund (“Total Return”) has enjoyed widespread use 

for years.  Over $200 billion in assets, it qualifies as a behemoth.  In fact, 

many 401(k) plans offer Total Return as an employee’s only “bond” 

investment option.   

 

Purpose of Bonds 

 

Often, investors include bonds in their portfolio as relatively “safe” 

investments.  Typically, the more conservative an investor, the more bonds 

and cash are included in the portfolio.  When risky investments decline 

significantly, investors often expect their bonds to hold their value and 

reduce their declines. Investors often rely on “traditional” bonds for safety, 

which means safe U.S. Treasury bonds and high quality corporate and 

municipal bonds. 

 

PIMCO is Not a Bond Fund 

 

Total Return may be similar to bond funds in some respects.  Indeed, 

Morningstar classifies it as a bond fund and uses Barclays U.S. Aggregate 

Bond Index as its benchmark.   

 

However, WWM believes Total Return more closely resembles “alternative 

bonds” like Non-U.S. Bonds and Junk Bonds.  Specifically, Total Return’s 

strategy, turnover, leverage, holdings and risks seem to be misunderstood 

by those investors seeking to outperform a bond index with similar risks. 

 

Strategy 

 

“The Fund seeks maximum total return, consistent with preservation of 
capital and prudent investment management.”  (Total Return July 31, 

2014 Summary Prospectus, p. 1.) 

 

Unlike many bond funds, generating income is not an objective. 
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Turnover 

 

“During the most recent fiscal year, the Fund’s portfolio turnover rate was 
227% of the average value of its portfolio.”  (Total Return July 31, 2014 

Summary Prospectus, p. 1.)   

 

Leverage 

 

“Leveraging Risk: the risk that certain transactions of the Fund, such as 
reverse repurchase agreements, loans of portfolio securities, and the use of 
when-issued, delayed delivery or forward commitment transactions, or 
derivative instruments, may give rise to leverage, magnifying gains and losses 
and causing the Fund to be more volatile than if it had not been leveraged. 
This means that leverage entails a heightened risk of loss.” (Total Return July 

31, 2014 Summary Prospectus, p. 3.) 

 

Holdings 

 

“The Fund may invest, without limitation, in derivative instruments, such as 
options, futures contracts or swap agreements, or in mortgage- or 
assetbacked securities . . . .” (Total Return July 31, 2014 Summary Prospectus, 

p. 2.) 

 

Risks 

 

Unlike the U.S. Bond Index and funds that simply buy bonds, Total Return 

risks include high-yield risk, derivatives risk, equity risk, foreign investment 

risk, emerging market risk, currency risk, leveraging risk, short sale risk, and 

convertible securities risk.   

 

Investors seeking “traditional bond” risks and protections may be surprised by 

non-bond like investments in Total Return.  Given these risks, Total Return can 

significantly underperform the U.S. Bond market when investors need stability 

most. 


