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All Treasury Inflation Protected Securities (TIPS) may provide:

— �Inflation protection – One component of TIPS returns comes from the direct link of TIPS principal to the monthly change in inflation, as measured by the  
CPI (consumer price index)

— �Real yield – The securities provide return potential that may exceed realized inflation, which is known as real yield

— �Low default risk – TIPS are backed by the full faith and credit of the U.S. government as to the timely payment of interest and principal

— �Diversification – TIPS may provide diversification relative to U.S. Treasuries and other investments that may underperform when inflation is high or rising
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A short maturity TIPS portfolio may offer:

— �Less interest rate risk than a broad TIPS portfolio

— �Higher correlation to inflation than a broad TIPS portfolio

— Lower volatility than a broad TIPS portfolio
A long maturity TIPS portfolio may offer:

— �Greater return sensitivity to changes  
in real yields (yields above realized inflation) 

— �Purchasing power protection in the more 	
distant future

— �A higher yield or term premium with a 	
positively sloped yield curve 

Source: Bloomberg, as of December 31, 2009
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U.S. TIPS: Yields and Maturities
(Each point represents a U.S. TIPS – there are 30 total)
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An investment in an ETF involves risk, including the loss of principal. Investment return, price, yield and Net Asset Value (NAV) will fluctuate with changes in market conditions. Investments may be worth more or less than the original cost when redeemed. Certain U.S. Govern-
ment 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. 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.

Exchange Traded Funds (“ETF”) are afforded certain exemptions from the Investment Company Act. The exemptions allow, among other things, for individual shares to trade on the secondary market. Individual shares cannot be directly purchased from or redeemed by the ETF. 
Purchases and redemptions directly with ETFs are only accomplished through creation unit aggregations or “baskets” of shares. Shares of an ETF are bought and sold at market price (not NAV). Brokerage commissions will reduce returns. Investment policies, management fees 
and other information can be found in the individual ETF’s prospectus.

This material contains the current 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. 
Pacific Investment Management Company LLC, ©2010, PIMCO.

“BofA Merrill Lynch” and “The BofA Merrill Lynch US Inflation-Linked Treasury Index,” “The BofA Merrill Lynch 1-5 Year US Inflation-Linked Treasury Index” and “The BofA Merrill Lynch 15+ Year US Inflation-Linked Treasury Index” are reprinted with permission. © Copyright 
2010 BofA Merrill Lynch, Pierce, Fenner & Smith Incorporated (“BofA Merrill Lynch”). All rights reserved. “BofA Merrill Lynch” and  “The BofA Merrill Lynch US Inflation-Linked Treasury Index,” “The BofA Merrill Lynch 1-5 Year US Inflation-Linked Treasury Index” and “The BofA 
Merrill Lynch 15+ Year US Inflation-Linked Treasury Index” (collectively, the “BofA Merrill Lynch Indexes”) are service marks of BofA Merrill Lynch and/or its affiliates and have been licensed for use for certain purposes by PIMCO on behalf of the Funds that are based on the 
BofA Merrill Lynch Indexes, and are not issued, sponsored, endorsed or promoted by BofA Merrill Lynch and/or BofA Merrill Lynch’s affiliates nor is BofA Merrill Lynch and/or BofA Merrill Lynch’s affiliates an adviser to the Funds. 
BofA Merrill Lynch and BofA Merrill Lynch’s affiliates make no representation, express or implied, regarding the advisability of investing in the Funds or the BofA Merrill Lynch Indexes and do not guarantee the quality, accuracy or 
completeness of the BofA Merrill Lynch Indexes, Index Values or any Index related data included herein, provided herewith or derived therefrom and assume no liability in connection with their use. As the index provider, BofA Mer-
rill Lynch is licensing certain trademarks, the BofA Merrill Lynch Indexes and trade names which are composed by BofA Merrill Lynch without regard to PIMCO, the Funds or any investor. BofA Merrill Lynch and BofA Merrill Lynch’s 
affiliates do not provide investment advice to PIMCO or the Funds and are not responsible for the performance of the Funds.

ETF Shares are distributed by Allianz Global Investors Distributors LLC, 840 Newport Center Drive, Newport Beach, CA, 92660 888-400-4ETF.

i	 Real duration estimates the price sensitivity of TIPS to changes in real interest rates.
ii�	 Nominal duration allows investors to compare the duration of TIPS with that of nominal bonds. BofA Merrill Lynch calculates nominal duration by multiplying real duration by a rolling 3-month correlation of real and nominal yields.

	 Investors should consider the investment objectives, risks, charges and expenses of a Fund carefully before investing. This and other information are contained in a Fund’s prospectus, which may be obtained by contacting your PIMCO representative. 
Please read the prospectus carefully before you invest or send money

840 Newport Center Drive 
Newport Beach, CA 92660

1-888-400-4ETF 
(1-888-400-4383)

TIPS Indexes Summary
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March 31, 2002–December 31, 2009    

Annual Return 5.72% 7.07% 8.48%

Annual Volatility 4.23% 7.51% 12.36%

Monthly Correlation to CPI 27% 5% -7%

Quarterly Correlation to CPI 48% 14% -20%

As of December 2009    

Real Yield 0.24% 1.09% 2.02%

Real Duration (years)i 2.9 7.6 14.0

Nominal Duration (years)ii 1.7 4.9 9.5

Average Maturity 3.0 8.9 17.6

Market Cap % of the TIPS Market 34% 92% 27%

Sources: PIMCO, Bloomberg, BofA Merrill Lynch, Treasury Direct

The CPI measurement used was the Consumer Price Index for all urban consumers, not seasonally 
adjusted (CPI-U NSA, ticker: CPURNSA). It is used to measure inflation as the rate of change of prices 
of consumer goods. The inflation measures are constructed by the U.S. Department of Labor, Bureau of 
Labor Statistics.

The BofA Merrill Lynch 1-5 Year US Inflation-Linked Treasury IndexSM is an unmanaged index 
comprised of U.S. Treasury Inflation Protected Securities with at least $1 billion in outstanding face 
value and a remaining term to final maturity of at least 1 year and less than 5 years. The BofA Merrill 
Lynch 15+ Year US Inflation-Linked Treasury IndexSM is an unmanaged index comprised of U.S. 
Treasury Inflation Protected Securities with at least $1 billion in outstanding face value and a remaining 
term to final maturity greater than or equal to 15 years. The BofA Merrill Lynch US Inflation-Linked 
Treasury IndexSM is an unmanaged index comprised of U.S. Treasury Inflation Protected Securities 
with at least $1 billion in outstanding face value and a remaining term to final maturity of greater 
than one year. It is not possible to invest in an unmanaged index.


