
Active versus Passive Update: 
Active continues to outperform 
Two years ago, our in-depth study of Morningstar data on global fixed-
income fund returns revealed that active global bond fund managers 
outperformed their passive counterparts after fees, as of 31 December 
2020. We have updated this research with the latest data from the past 
decade (2014-2023), capturing recent inflationary trends. The results? 

Active management still outperformed passive management. 

Below, we drill down into our findings to see whether active bond managers 
have historically given investors an advantage over their passive peers.
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1 Funds are selected and grouped from the Morningstar database based on their prospectus benchmarks 
2 In a case of multiple share class data for a given fund, the institutional share class with the lowest fee ratio was selected  

and thereafter the series with the longest history
There is no guarantee that the trends mentioned above will continue. Statements concerning financial 
market trends are based on current market conditions which will fluctuate.

ACTIVE OUTPERFORMS PASSIVE

The chart below reinforces our previous findings: over 60% of active global bond funds outside 
the U.S.1 have outperformed their median passive counterparts, net of fees, over the long 
term. That is to say that, in the past decade, investors choosing active bond solutions had a 
better than 60% chance of outperforming passive alternatives. Notably, global aggregate and 
global (investment-grade) corporate managers excelled, with more than 75% of these funds 
outperforming their median passive peers2.

Past performance is not a guarantee or a reliable indicator of future results. Outperformance does not necessarily mean 
positive performance.
Chart shows percentage of funds that outperformed their median passive counterparts.
As of 31 December 2023; Source: Morningstar Direct, Bloomberg. Based on three Morningstar E.A.A Global Bond Fund 
categories (institutional shares and ETFs only): Global Bond, Global Corporate Bond, Global High Yield Bond. Global Bond 
category is divided into Global Aggregate and Global Treasury sub-categories according to benchmark characteristics. Funds 
without a prospectus benchmark or benchmarked to cash indices are excluded. NOTE: To address the issue of heterogeneous 
benchmarks within the same categories, we define more granular sub-categories according to benchmark characteristics and 
compare active and passive funds within each sub-category. Refer to the important information at the end for additional 
Morningstar category and risk information. 
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Figure 1: Active global bonds continue to outperform their passive counterparts, net of fees
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The global high yield category, however, presents a unique 
challenge: active high yield funds in general benchmark against 
qualitatively different indices than passive funds, making 
direct comparisons unfair. That being the case, we have 
compared excess returns of active high yield funds against the 
corresponding median excess return of passive peers – both 
over their respective benchmarks. This approach neutralizes 
benchmark differences, revealing that median active high yield 
funds consistently outperformed their passive counterparts, on 
an excess return basis, across different time horizons. 

A deeper dive into our global high yield analysis will be 
distributed in a forthcoming paper. 

THE ACTIVE ADVANTAGE 

The global fixed income market is diverse and complex, 
with several structural differences from the equity market. 
Unlike passive peers, whose primary goal is to track the 
benchmark, active fixed income managers have a large toolbox 
of strategies to fine-tune positions and express investment 
views to potentially outperform their respective benchmarks. 
Additionally, the market includes investors such as central 
banks and insurance companies, who must balance economic 
considerations with accounting, capital and other regulatory 
requirements. These factors combined, create a range of 
opportunities for skilled active managers to find value in global 
fixed income markets to potentially deliver returns that exceed 
any additional fees they may charge. 

WHY PIMCO 

In a constantly shifting investment landscape, partnering with 
a leader in fixed income investing can be highly beneficial for 
investors. With 100% of PIMCO funds having outperformed 
their Morningstar peer group categories over the past 10 years, 
we have far exceeded the average competitor success rate.
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Figure 2: 100% of PIMCO funds outperformed passive 
medians over the last 10 years
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Past performance does not predict future returns. Share value can go up as 
well as down and any capital invested in the Funds may be at risk. For more 
details on each fund’s potential risks, please read the Key Investor Information 
Document/Key Information Document.
Source: Morningstar Direct, as of 31 December 2023.
For PIMCO Funds, the Global Aggregate category is represented by PIMCO GIS 
Global Bond, PIMCO GIS Global Bond Ex-US, and PIMCO Select Global Bond 
(liquidated in 2016), the Global Corporate category is represented by PIMCO GIS 
Global IG Credit and the Global High Yield category is represented by PIMCO GIS 
Global HY Bond. For non-PIMCO funds, please see list of qualifying Morningstar 
benchmarks in the appendix. We compare the PIMCO credit fund with the median 
passive corporate fund, given its lower risk and spread characteristics relative to 
the average corporate fund. We compare the PIMCO BB-B fund with the median 
passive all HY fund. Refer to the important information section at the end for 
additional performance and fee, chart, index, GIS Funds and risk information. 
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APPENDIX

For figures 1 and 2 – the qualifying Morningstar benchmarks are below:

Any base currency, hedged or unhedged

Global Aggregate Global (IG) Credit Global HY Bond

Bloomberg Global Aggregate Ex Securitized Bloomberg Ag Cor (F40%)$/€/£1%$500M Bloomberg Global HY xCMBS xEMG 2%Cap

Bloomberg Global Aggregate OECD Bloomberg Global Aggregate Corp 0901 Bloomberg Global HY 2% Is Capped

Bloomberg Global Aggregate ex USD Bloomberg Global Aggregate Corp 1229 Bloomberg Global High Yield

Bloomberg Global Aggregate Bloomberg Global Aggregate Corp BofAML High Yield Master II Const

Bloomberg Global Aggregated Fl Adj&Scal FTSE WBIG Corp ICE BofA Dv Mkts HY Constnd

ICE BofA Global Corporate ICE BofA Global HY Constrained

ICE BofA NFincl Dv Mkt HY Constrained

Markit iBoxx Global Dev Liq HY Cap

Any fund that had a prospectus benchmark in the above columns was categorised in accordance with the column header.

PLEASE ALSO NOTE: 

1. Only funds with passive peers were included in the analysis.

2. Where a fund exists in several hedging and base currency combinations, we selected just one based on the following criteria:

a. First, the one with the lowest fee.

b. Second, (if two have the same fee level) the one with the longest history.

3. For the 10-year horizon analysis, we insist on a minimum of 12 months of historical data; for other horizons, even one 
observation is sufficient.



Important Information: 
Marketing Communication
This is a marketing communication. This is not a contractually binding document and its issuance is not mandated under any law or regulation of the European Union or 
the United Kingdom. This marketing communication does not include sufficient detail to enable the recipient to make an informed investment decision. Please refer to the 
Prospectus of the UCITS and to the KIID/KID before making any final investment decisions.
For professional use only
Per the information available to us you fulfill the requirements to be classified as professional clients as defined in the MiFiD II Directive 2014/65/EU Annex II Handbook. 
Please inform us if otherwise. The services and products described in this communication are only available to professional clients as defined in the MiFiD II Directive 
2014/65/EU Annex II Handbook and its implementation of local rules and as defined in the Financial Conduct Authority’s Handbook. This communication is not a public 
offer and individual investors should not rely on this document. Opinion and estimates offered constitute our judgment and are subject to change without notice, as are 
statements of financial market trends, which are based on current market conditions. We believe the information provided here is reliable, but do not warrant its accuracy 
or completeness.
For qualified investor use only
Per the information available to us you fulfill the requirements to be classified as professional clients as defined by the Swiss Collective Investment Schemes Act of 23 
June 2006 (“CISA”). Please inform us if otherwise. The information provided herein does not constitute an offer of the product incorporated in Ireland, in Switzerland 
pursuant to the Swiss Federal Law on Financial  Services (“FinSA”) and its implementing ordinance. This is solely an advertisement pursuant to FinSA and its 
implementing ordinance for the product. 
Swiss representative and paying agent : BNP PARIBAS, Paris, Zurich branch, Selnaustrasse 16, 8002 Zurich, Switzerland. The prospectus, articles of association, Key 
Information Document(s) and annual and semi-annual financial reports of the product may be obtained free of charge from the Swiss representative. 
PERFORMANCE AND FEE
Past performance is not a guarantee or a reliable indicator of future results. The “gross of fees” performance figures, if included, are presented before management 
fees and custodial fees, but do reflect commissions, other expenses and reinvestment of earnings.   The “net of fees” performance figures reflect the deduction of 
ongoing charges. All periods longer than one year are annualized. 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.
PIMCO GIS Funds:
Global Investors Series plc is an open-ended investment company with variable capital and with segregated liability between Funds incorporated on 10 December, 
1997 and is authorised in Ireland by the Central Bank as an undertaking for collective investment in transferable securities pursuant to the European Communities 
(Undertakings for Collective Investment in Transferable Securities) Regulations, 2011 (S.I. No. 352 of 2011) as amended. The information is not for use within any country 
or with respect to any person(s) where such use could constitute a violation of the applicable law. The information contained in this communication is intended to 
supplement information contained in the prospectus for this Fund and must be read in conjunction therewith. Investors should consider the investment objectives, risks, 
charges and expenses of these Funds carefully before investing. This and other information is contained in the Fund’s prospectus. Please read the prospectus carefully 
before you invest or send money. Past performance is not a guarantee or a reliable indicator of future results and no guarantee is being made that similar returns will 
be achieved in the future. Returns are net of fees and other expenses and include reinvestment of dividends. The performance data represents past performance and 
investment return and principal value will fluctuate so that the PIMCO GIS Funds shares, when redeemed, may be worth more or less than the original cost. Potential 
differences in performance figures are due to rounding. The Fund may invest in non-U.S. or non-Eurozone securities which involves potentially higher risks including 
non-U.S. or non-Euro currency fluctuations and political or economic uncertainty. For informational purposes only. Please note that not all Funds are registered for sale in 
every jurisdiction. Please contact PIMCO for more information. For additional information and/or a copy of the Fund’s prospectus, please contact the Administrator: State 
Street Fund Services (Ireland) Limited, Telephone +353-1-776-0142, Fax +353-1-562-5517. © 2024
PIMCO Select Funds is an open ended umbrella investment company with variable capital and segregated liability between its sub-funds incorporated with limited 
liability in Ireland and authorised by the Central Bank of Ireland (the “Central Bank”) as an undertaking for collective investment in transferable securities pursuant 
to the European Communities (Undertakings for Collective Investment in Transferable Securities) Regulations, 2011 (S.I. No. 352 of 2011), as amended (“UCITS”). 
The information is not for use within any country or with respect to any person(s) where such use could constitute a violation of the applicable law. The information 
contained in this communication is intended to supplement information contained in the prospectus for this Fund and must be read in conjunction therewith. Investors 
should consider the investment objectives, risks, charges and expenses of these Funds carefully before investing. This and other information is contained in the Fund’s 
prospectus. Please read the prospectus carefully before you invest or send money. For additional information and/or a copy of the Fund’s prospectus, please contact the 
Administrator: State Street Fund Services (Ireland) Limited and State Street Custodial Services (Ireland) Limited (collectively “State Street”), Telephone +353 1 7768000, 
Fax +353 1 7768491.
CHART
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.
CORRELATION 
The correlation of various indices 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.
INDEX
It is not possible to invest directly in an unmanaged index.
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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. 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. 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. Equities may decline in value due to both real and perceived general market, economic, and industry conditions. 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. Diversification does not insure against loss.
MORNINGSTAR
© 2024 Morningstar. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or 
distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising 
from any use of this information. Past performance is no guarantee of future results. 
MORNINGSTAR CATEGORIES
Morningstar E.A.A Global Aggregate Category:
The Morningstar Global Aggregate category encompasses a broad range of fixed-income investments, including government, corporate, and securitized debt from 
various countries. This category is designed to provide investors with a comprehensive view of the global bond market, reflecting the performance of a diverse set of 
bonds across different sectors and regions.
Morningstar E.A.A. Global (IG) Credit Category: 
The Morningstar Global (IG) Credit category includes a diverse range of investment-grade credit securities, primarily focusing on corporate bonds and other fixed-income 
instruments that are rated investment grade by major credit rating agencies. This category aims to provide investors with exposure to high-quality credit markets across 
various sectors and regions. 
Morningstar E.A.A. Global High Yield Category
The Morningstar Global High Yield Bond category comprises a variety of high-yield fixed-income securities, primarily focusing on bonds issued by corporations with lower 
credit ratings. These bonds typically offer higher yields to compensate for the increased risk of default compared to investment-grade bonds. This category provides 
investors with exposure to the global high-yield bond market, which can be subject to significant price volatility and credit risk.
PIMCO Europe Ltd (Company No. 2604517, 11 Baker Street, London W1U 3AH, United Kingdom) is authorised and regulated by the Financial Conduct Authority 
(FCA) (12 Endeavour Square, London E20 1JN) in the UK. The services provided by PIMCO Europe Ltd are not available to retail investors, who should not rely on this 
communication but contact their financial adviser. Since PIMCO Europe Ltd services and products are provided exclusively to professional clients, the appropriateness of 
such is always affirmed. PIMCO Europe GmbH (Company No. 192083, Seidlstr. 24-24a, 80335 Munich, Germany), PIMCO Europe GmbH Italian Branch (Company No. 
10005170963, Via Turati nn. 25/27 (angolo via Cavalieri n. 4) 20121 Milano, Italy), PIMCO Europe GmbH Irish Branch (Company No. 909462, 57B Harcourt Street 
Dublin D02 F721, Ireland), PIMCO Europe GmbH UK Branch (Company No. FC037712, 11 Baker Street, London W1U 3AH, UK), PIMCO Europe GmbH Spanish Branch 
(N.I.F. W2765338E, Paseo de la Castellana 43, Oficina 05-111, 28046 Madrid, Spain) and PIMCO Europe GmbH French Branch (Company No. 918745621 R.C.S. 
Paris, 50–52 Boulevard Haussmann, 75009 Paris, France) are authorised and regulated by the German Federal Financial Supervisory Authority (BaFin) (Marie- Curie-
Str. 24-28, 60439 Frankfurt am Main) in Germany in accordance with Section 15 of the German Securities Institutions Act (WpIG). The Italian Branch, Irish Branch, UK 
Branch, Spanish Branch and French Branch are additionally supervised by: (1) Italian Branch: the Commissione Nazionale per le Società e la Borsa (CONSOB) (Giovanni 
Battista Martini, 3 - 00198 Rome) in accordance with Article 27 of the Italian Consolidated Financial Act; (2) Irish Branch: the Central Bank of Ireland (New Wapping Street, 
North Wall Quay, Dublin 1 D01 F7X3) in accordance with Regulation 43 of the European Union (Markets in Financial Instruments) Regulations 2017, as amended; (3) UK 
Branch: the Financial Conduct Authority (FCA) (12 Endeavour Square, London E20 1JN); (4) Spanish Branch: the Comisión Nacional del Mercado de Valores (CNMV) 
(Edison, 4, 28006 Madrid) in accordance with obligations stipulated in articles 168 and  203  to 224, as well as obligations contained in Tile V, Section I of the Law on the 
Securities Market (LSM) and in articles 111, 114 and 117 of Royal Decree 217/2008, respectively and (5) French Branch: ACPR/Banque de France (4 Place de Budapest, 
CS 92459, 75436 Paris Cedex 09) in accordance with Art. 35 of Directive 2014/65/EU on markets in financial instruments and under the surveillance of ACPR and 
AMF. The services provided by PIMCO Europe GmbH are available only to professional clients as defined in Section 67 para. 2 German Securities Trading Act (WpHG). 
They are not available to individual investors, who should not rely on this communication. According to Art. 56 of Regulation (EU) 565/2017, an investment company is 
entitled to assume that professional clients possess the necessary knowledge and experience to understand the risks associated with the relevant investment services 
or transactions. Since PIMCO Europe GMBH services and products are provided exclusively to professional clients, the appropriateness of such is always affirmed. 
PIMCO (Schweiz) GmbH (registered in Switzerland, Company No. CH-020.4.038.582-2, Brandschenkestrasse 41 Zurich 8002, Switzerland). According to the Swiss 
Collective Investment Schemes Act of 23 June 2006 (“CISA”), an investment company is entitled to assume that professional clients possess the necessary knowledge 
and experience to understand the risks associated with the relevant investment services or transactions. Since PIMCO (Schweiz) GmbH services and products are 
provided exclusively to professional clients, the appropriateness of such is always affirmed. The services provided by PIMCO (Schweiz) GmbH are not available to retail 
investors, who should not rely on this communication but contact their financial adviser.
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. PIMCO is a trademark or registered trademark of Allianz Asset Management of America LLC in the United States and 
throughout the world. ©2024, PIMCO


