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f the Fund's portfolio under normal circumstances. The rating agency guidelines for calculating discounted value do
not impose any limitations on the percentage of the Fund's assets that may be invested in ineligible assets, and the
amount of ineligible assets included in the Fund's portfolio at any time may vary depending upon the rating,
diversification and other characteristics of the eligible assets included in the portfolio. In the event the Fund does not
timely cure a failure to maintain (a) a discounted value of its portfolio equal to the Preferred Shares Basic
Maintenance Amount or (b) the 1940 Act Preferred Shares Asset Coverage, in each case in accordance with the
requirements of the rating agency or agencies then rating the Preferred Shares, the Fund will be required to redeem
Preferred Shares as described under "--Redemption--Mandatory Redemption" below. In addition to the requirements
described above, the rating agency guidelines impose restrictions on the Fund's use of certain financial instruments or
investment techniques that the Fund might otherwise utilize in order to obtain and maintain a rating from Moody's and
Fitch Ratings on the Preferred Shares. For example, the guidelines limit the use of certain hedging transactions such as
futures contracts, options and other derivative transactions for hedging or investment purposes. The guidelines also
limit the use of certain other investment techniques, including borrowing of money, short sales, loans of portfolio
securities, reverse repurchase agreements, issuing any class or series of shares ranking prior to or on a parity with the
Preferred Shares with respect -38- to the payment of dividends or the distribution of assets upon dissolution,
liquidation or winding up of the Fund or merging or consolidating into or with any other entity. It is not currently
anticipated that these guidelines will materially impede PIMCO from managing the Fund's portfolio in accordance
with the Fund's investment objectives and policies. For a complete description of such restrictions, see Article 11 of
the Amended Bylaws, which is attached as Appendix A to the Fund's SAI. The Fund may, but is not required to, adopt
any modifications to the guidelines that may be established by Moody's and/or Fitch Ratings. Failure to adopt any
such modifications, however, may result in a change in the ratings described above or a withdrawal of ratings
altogether. In addition, any rating agency providing a rating for the Preferred Shares may, at any time, change or
withdraw any such rating. The Trustees may, without shareholder approval, amend, alter or repeal any or all of the
definitions and related provisions that have been adopted by the Fund pursuant to the rating agency guidelines in the
event the Fund receives written confirmation from Moody's and Fitch Ratings (or any substitute rating agency) that
any such amendment, alteration or repeal would not impair the rating then assigned to the Preferred Shares. As
recently described by Moody's, a preferred stock rating is an assessment of the capacity and willingness of an issuer to
pay preferred stock obligations. The rating on the Preferred Shares is not a recommendation to purchase, hold or sell
those shares, inasmuch as the rating does not comment as to market price or suitability for a particular investor. The
rating agency guidelines described above also do not address the likelihood that an owner of Preferred Shares will be
able to sell such shares in an auction or otherwise. The ratings are based on current information furnished to Moody's
and Fitch Ratings by the Fund, the Manager and/or PIMCO or information obtained from other sources. The ratings
may be changed, suspended or withdrawn as a result of changes in, or the unavailability of, such information. The
Fund's Common Shares have not been rated by a nationally recognized statistical rating organization. A rating
agency's guidelines will apply to the Preferred Shares only so long as the rating agency is rating the shares. The Fund
will pay certain fees to Moody's and Fitch Ratings for rating the Preferred Shares. A more detailed description of how
Moody's and Fitch Ratings calculate discounted value and the other limitations imposed by the rating agencies is
contained in Article 11 of the Amended Bylaws, which is attached as Appendix A to the Fund's SAI. Liquidation
Subject to the rights of holders of any series or class or classes of shares ranking on a parity with Preferred Shares
with respect to the distribution of assets upon liquidation of the Fund, upon a liquidation of the Fund (whether
voluntary or involuntary), the holders of Preferred Shares then outstanding will be entitled to receive and to be paid,
out of the assets of the Fund available for distribution to its shareholders, before any payment or distribution will be
made on the Common Shares or any other class of shares of the Fund ranking junior in right of payment upon
liquidation to the Preferred Shares, an amount equal to the liquidation preference with respect to such Preferred Shares
($25,000 per share), plus an amount equal to all dividends thereon (whether or not earned or declared by the Fund, but
excluding the interest thereon) accumulated but unpaid to (but not including) the date of final distribution in same-day
funds in connection with the liquidation of the Fund. If such assets of the Fund are insufficient to make the full
liquidation payment on outstanding Preferred Shares and liquidation payments on any other outstanding class or series
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of preferred shares of the Fund ranking on parity with the Preferred Shares as to payment upon liquidation, then such
assets will be distributed among the holders of Preferred Shares and the holders of shares of such other class or series
ratably in proportion to the respective preferential amounts to which they are entitled. After the payment to the holders
of Preferred Shares of the full preferential amounts provided for as described herein, the holders of Preferred Shares as
such will have no right or claim to any of the remaining assets of the Fund. For purposes of the foregoing paragraph, a
liquidation of the Fund does not include: . the sale of all or any portion of the property or business of the Fund; . the
merger or consolidation of the Fund into or with any business trust or other entity; or . the merger or consolidation of
any business trust or other entity into or with the Fund. Redemption Mandatory Redemption. As noted above, the
Fund is required under the Amended Bylaws to maintain (a) a discounted value of eligible portfolio securities equal to
the Preferred Shares Basic Maintenance Amount and (b) the 1940 Act Preferred Shares Asset Coverage. Eligible
portfolio securities for the purposes of (a) above will be determined from time to time by the rating agency then rating
the Preferred Shares. If the Fund fails to maintain such asset coverage amounts and does not timely cure such failure
in accordance with the Amended Bylaws, the Fund must redeem all or a portion of the Preferred Shares. This
mandatory redemption will take place on a date that the Trustees specify out of legally available funds in accordance
with the -39- Declaration, the Amended Bylaws and applicable law, at the redemption price of $25,000 per share, plus
accumulated but unpaid dividends (whether or not earned or declared) to (but not including) the date fixed for
redemption. In determining the number of Preferred Shares required to be redeemed in accordance with the foregoing,
the Fund will redeem the lesser of (a) the minimum number of Preferred Shares necessary to satisfy the Preferred
Shares Basic Maintenance Amount or the 1940 Act Preferred Shares Asset Coverage, as the case may be, and (b) the
maximum number of Preferred Shares and any other preferred shares of the Fund subject to redemption or retirement
that can be redeemed out of funds expected to be legally available therefore at the time of redemption, and in any case
will redeem such Preferred Shares pro rata among the Preferred Shares and any other preferred shares of the Fund
subject to redemption or retirement. The mandatory redemption will be limited to the number of Preferred Shares and
any other preferred shares necessary to restore the required discounted value or the 1940 Act Preferred Shares Asset
Coverage, as the case may be. Optional Redemption. To the extent permitted under the 1940 Act and under
Massachusetts law, upon giving notice of redemption, as provided below, the Fund, at its option, may redeem the
Preferred Shares, in whole or in part, out of funds legally available therefore, at the Optional Redemption Price per
share on any dividend payment date; provided that no Preferred Shares may be redeemed at the option of the Fund
during (a) the initial rate period with respect to the Preferred Shares or (b) a non-call period to which such shares are
subject. "Optional Redemption Price" means $25,000 per Preferred Share plus an amount equal to accumulated but
unpaid dividends (whether or not earned or declared) to the date fixed for redemption plus the applicable redemption
premium, if any. The Fund has the authority to redeem the Preferred Shares for any reason and may redeem all or part
of the outstanding Preferred Shares if it anticipates that the Fund's leveraged capital structure will result, for a
significant period of time, in a lower rate of return to holders or Common Shares than that obtainable if the Common
Shares were unleveraged. The Fund will not make any optional redemption unless the Fund has eligible assets with an
aggregate discounted value at least equal to the Preferred Shares Basic Maintenance Amount (both before and after
giving effect to such redemption). Although the Preferred Shares are subject to redemption under certain
circumstances as described above, unlike the shares of an open-end mutual fund, the Preferred Shares may not be
redeemed at a shareholder's option at net asset value. The Auction General Under the Amended Bylaws, the applicable
rate for the Preferred Shares for each dividend period after the initial rate period will generally be the rate that results
from an auction conducted as set forth in the Amended Bylaws and summarized below. In such an auction, persons
determine to hold or offer to sell Preferred Shares regardless of the rate set by the auction or offer to purchase or sell
Preferred Shares based on specific dividend rates bid by them. See the Amended Bylaws for a more complete
description of the auction process. Auction Agency Agreement. The Fund will enter into an auction agency agreement
with the auction agent (initially, Deutsche Bank) which provides, among other things, that the auction agent will
follow the auction procedures set forth in the Amended Bylaws to determine the applicable rate for Preferred Shares
so long as the applicable rate for Preferred Shares is to be based on the results of an auction. The auction agent will act
as agent for the Fund in connection with auctions. In the absence of bad faith or negligence on its part, the auction
agent will not be liable for any action taken, suffered or omitted, or for any error of judgment made, by it in the
performance of its duties under the auction agency agreement. Pursuant to the auction agency agreement, the Fund is
required to indemnify the auction agent for certain losses and liabilities incurred by the auction agent without
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negligence or bad faith on its part in connection with the performance of its duties under such agreement. The auction
agent may terminate the auction agency agreement upon notice to the Fund no earlier than 60 days after such notice. If
the auction agent should resign, the Fund will attempt to appoint another qualified institution to act as auction agent.
The Fund may remove the auction agent provided that prior to such removal the Fund has entered into an agreement
with a successor auction agent to perform substantially similar services. Except in an auction, the Fund will have the
right (to the extent permitted by applicable law) to purchase or otherwise acquire any Preferred Shares so long as the
Fund is current in the payment of dividends on Preferred Shares and on any other shares of beneficial interest of the
Fund ranking on a parity with the Preferred Shares with respect to the payment of dividends or upon liquidation.
Broker-Dealer Agreements. Each auction requires the participation of one or more Broker-Dealers. The auction agent
will enter into agreements with one or more Broker-Dealers selected by the Fund that provide for the participation of
those Broker-Dealers in auctions for Preferred Shares ("Broker-Dealer Agreements"). The auction agent will pay to
each Broker-Dealer after each auction, from funds provided by the Fund, a service charge that -40- will generally be at
the annual rate of 1/4 of 1% of the stated value ($25,000 per share) of the Preferred Shares placed by a Broker-Dealer
at such auction. For any special rate period, the service charge shall be determined by mutual consent of the Fund and
any such Broker-Dealer or Broker-Dealers. For purposes of the foregoing, the Preferred Shares will be placed by a
Broker-Dealer if such shares were (i) the subject of hold orders deemed to have been made by beneficial owners that
were acquired by such beneficial owners through such Broker-Dealer or (ii) the subject of the following orders
submitted by such Broker-Dealer: (A) a submitted bid of a Beneficial Owner that resulted in such Beneficial Owner
continuing to hold such shares as a result of the auction, (B) a submitted bid of a potential Beneficial Owner that
resulted in such potential Beneficial Owner purchasing such shares as a result of the auction or (C) a submitted hold
order. The Fund may request the auction agent to terminate one or more Broker-Dealer Agreements at any time upon
five days' notice, provided that at least one Broker-Dealer Agreement is in effect after such termination. The
Depository Trust Company ("DTC") initially will act as the securities depository for the Agent Members with respect
to the Preferred Shares. All of the shares of each series of Preferred Shares initially will be registered in the name of
Cede & Co., as nominee of the Securities Depository. Such shares will be subject to the provisions restricting transfers
of the Preferred Shares contained in the Amended Bylaws. Cede & Co. initially will be the holder of record of all
Preferred Shares, and beneficial owners will not be entitled to receive certificates representing their ownership interest
in such shares. See Appendix A (Article 11 of the Amended Bylaws) to the SAIL. The Securities Depository will
maintain lists of its participants and will maintain the positions (ownership interests) of the Preferred Shares held by
each Agent Member, whether as the Beneficial Owner thereof for its own account or as nominee for the Beneficial
Owner thereof. Payments made by the Fund to holders of Preferred Shares will be duly made by making payments to
the nominee of the Securities Depository. Auction Procedures The following is a brief summary of the procedures to
be used in conducting auctions. This summary is qualified in its entirety by reference to Article 11 of the Amended
Bylaws set forth in Appendix A to the SAI The Settlement Procedures to be used with respect to auctions are set forth
in Exhibit A to each Broker-Dealer Agreement, the form of which has been filed as an exhibit to the Registration
Statement of which this prospectus is a part. Prior to the submission deadline on each auction date for the Preferred
Shares, each customer of a Broker-Dealer who is listed on the records of that Broker-Dealer (or, if applicable, the
auction agent) as a Beneficial Owner of Preferred Shares may submit the following types of orders with respect to
Preferred Shares to that Broker-Dealer: 1. Hold Order - indicating its desire to hold the indicated number of Preferred
Shares without regard to the applicable rate for shares of such series for the next dividend period. 2. Bid - indicating
its desire to purchase or hold the indicated number of Preferred Shares at $25,000 per share if the applicable rate for
shares of such series for the next dividend period is not less than the rate specified in the bid. A bid order by an
existing holder will be deemed an irrevocable offer to sell Preferred Shares at $25,000 per share if the applicable rate
for shares of such series for the next dividend period is less than the rate specified in the bid. 3. Sell Order - indicating
its desire to sell Preferred Shares at $25,000 per share without regard to the applicable rate for shares of such series for
the next dividend period. A Beneficial Owner of Preferred Shares may submit different types of orders to its
Broker-Dealer with respect to different Preferred Shares then held by the beneficial owner. A Beneficial Owner that
submits a bid to its Broker-Dealer having a rate higher than the maximum applicable rate on the auction date will be
treated as having submitted a sell order to its Broker-Dealer. A Beneficial Owner that fails to submit an order to its
Broker-Dealer will ordinarily be deemed to have submitted a hold order to its Broker-Dealer. However, if a Beneficial
Owner fails to submit an order for some or all of its shares to its Broker-Dealer for an auction relating to a dividend
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period of more than 91 days, such Beneficial Owner will be deemed to have submitted a sell order for such shares to
its Broker-Dealer. A sell order constitutes an irrevocable offer to sell the Preferred Shares subject to the sell order. In
an auction, a Beneficial Owner may submit different types of orders with respect to Preferred Shares then held by such
beneficial owner, as well as bids for additional Preferred Shares. A Beneficial Owner that offers to become the
Beneficial Owner of additional Preferred Shares is, for the purposes of such offer, a potential holder as discussed
below. A potential holder is either a customer of a Broker-Dealer that is not a Beneficial Owner of Preferred Shares
but wishes to purchase Preferred Shares or a Beneficial Owner that wishes to purchase additional Preferred Shares. A
potential holder may submit bids to its Broker-Dealer in which it offers to purchase Preferred Shares at $25,000 per
share if the applicable rate for the next dividend period is not less than the rate specified in such bid. A bid placed by a
potential holder specifying a rate higher than the maximum applicable rate on the auction date will not be accepted.
-41- The Broker-Dealers in turn will submit the orders of their respective customers who are beneficial owners and
potential holders to the auction agent. Unless otherwise permitted by the Fund, the Broker-Dealers will designate
themselves as existing holders of shares subject to orders submitted or deemed submitted to them by beneficial
owners. They will also designate themselves as potential holders of shares subject to orders submitted to them by
potential holders. However, neither the Fund nor the auction agent will be responsible for a Broker-Dealer's failure to
comply with these procedures. Any order placed with the auction agent by a Broker-Dealer as or on behalf of an
existing holder or a potential holder will be treated the same way as an order placed with a Broker-Dealer by a
Beneficial Owner or potential holder. Similarly, any failure by a Broker-Dealer to submit to the auction agent an order
for any Preferred Shares held by it or its customers who are Beneficial Owners will be treated as a Beneficial Owner's
failure to submit to its Broker-Dealer an order in respect of Preferred Shares held by it. A Broker-Dealer may also
submit orders to the auction agent for its own account as an existing holder or potential holder. If a Broker-Dealer
submits an order for its own account in any auction of Preferred Shares, it may have knowledge of orders placed
through it in that auction and therefore have an advantage over other bidders, but such Broker-Dealer would not have
knowledge of orders submitted by other Broker-Dealers in that auction. There are sufficient clearing bids in an auction
if the number of shares of a series of Preferred Shares subject to bids submitted or deemed submitted to the auction
agent by Broker-Dealers for potential holders with rates equal to or lower than the maximum applicable rate for shares
of such series is at least equal to the sum of the number of applicable Preferred Shares subject to sell orders submitted
or deemed submitted to the auction agent by Broker-Dealers for existing holders and the number of applicable
Preferred Shares subject to bids specifying rates higher than the maximum applicable rate for shares of such series
submitted or deemed submitted to the auction agent by Broker-Dealers for existing holders. If there are sufficient
clearing bids, the applicable rate for the relevant Preferred Shares for the next succeeding dividend period thereof will
be the lowest rate specified in the submitted bids that, taking into account such rate and all lower rates bid by
Broker-Dealers as or on behalf of existing holders and potential holders, would result in such existing holders and
potential holders owning the relevant Preferred Shares available for purchase in the auction. If there are not sufficient
clearing bids, the applicable rate for the next dividend period will be the maximum applicable rate on the auction date.
If there are not sufficient clearing bids, beneficial owners of Preferred Shares that have submitted or are deemed to
have submitted sell orders may not be able to sell in the auction all shares subject to such sell orders. If all existing
holders of Preferred Shares submit (or are deemed to have submitted) hold orders in an auction, the dividend period
next following the auction automatically shall be the same length as the immediately preceding dividend period, and
the applicable rate will be 80% of the Reference Rate (as defined in the Amended Bylaws). The auction procedures
include a pro rata allocation of shares for purchase and sale, which may result in an existing holder continuing to hold
or selling, or a potential holder purchasing, a number of Preferred Shares that is different from the number of shares
specified in its order. To the extent the allocation procedures have that result, Broker-Dealers that have designated
themselves as existing holders or potential holders in respect of customer orders will be required to make appropriate
pro rata allocations among their respective customers. Settlement of purchases and sales will be made on the next
Business Day (which is also a dividend payment date) after the auction date through DTC. Purchasers will make
payment through their Agent Members in same-day funds to DTC against delivery to their respective Agent Members.
DTC will make payment to the sellers’ Agent Members in accordance with DTC's normal procedures, which currently
provide for payment against delivery by their Agent Members in same-day funds. If any existing holder selling
Preferred Shares in an auction fails to deliver such shares, the Broker- Dealer of any person that was to have
purchased Preferred Shares in such auction may deliver to such person a number of whole Preferred Shares that is less
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than the number of shares that otherwise was to be purchased by such person. In such event, the number of Preferred
Shares to be so delivered will be determined by such Broker-Dealer. Delivery of such lesser number of shares will
constitute good delivery. Each Broker-Dealer Agreement also will provide that neither the Fund nor the auction agent
will have responsibility or liability with respect to the failure of a Beneficial Owner, potential Beneficial Owner or
their respective Agent Members to deliver Preferred Shares or to pay for Preferred Shares purchased or sold pursuant
to an auction or otherwise. The auctions for Preferred Shares will normally be held every seven days, and each
subsequent dividend period will normally begin on the following Business Day. The auctions for the Series M
Preferred Shares will normally be held on every Monday beginning on , 2003, the Business Day preceding the
dividend payment date for the initial rate period, and each subsequent dividend period will normally begin on the
following Tuesday. Thereafter, except during special rate periods, auctions for the Series M Preferred Shares normally
will be held every seven days thereafter, and each subsequent dividend period for the Series M Preferred Shares
normally will begin on the following Business Day. The auctions for the Series T Preferred Shares will normally be
held on every Tuesday beginning on , 2003, the -42- Business Day preceding the dividend payment date for the initial
rate period, and each subsequent dividend period will normally begin on the following Wednesday. Thereafter, except
during special rate periods, auctions for the Series T Preferred Shares normally will be held every seven days
thereafter, and each subsequent dividend period for the Series T Preferred Shares normally will begin on the following
Business Day. The auctions for the Series W Preferred Shares will normally be held on every Wednesday beginning
on , 2003, the Business Day preceding the dividend payment date for the initial rate period, and each subsequent
dividend period will normally begin on the following Thursday. Thereafter, except during special rate periods,
auctions for the Series W Preferred Shares normally will be held every seven days thereafter, and each subsequent
dividend period for the Series W Preferred Shares normally will begin on the following Business Day. The auctions
for the Series TH Preferred Shares will normally be held on every Thursday beginning on , 2003, the Business Day
preceding the dividend payment date for the initial rate period, and each subsequent dividend period will normally
begin on the following Friday. Thereafter, except during special rate periods, auctions for the Series TH Preferred
Shares normally will be held every seven days thereafter, and each subsequent dividend period for the Series TH
Preferred Shares normally will begin on the following Business Day. The auctions for the Series F Preferred Shares
will normally be held on every Friday beginning on , 2003, the Business Day preceding the dividend payment date for
the initial rate period, and each subsequent dividend period will normally begin on the following Monday. Thereafter,
except during special rate periods, auctions for the Series F Preferred Shares normally will be held every seven days
thereafter, and each subsequent dividend period for the Series F Preferred Shares normally will begin on the following
Business Day. The following is a simplified example of how a typical auction works. Assume that the Fund has 1,000
outstanding Preferred Shares of a series and three current holders of those shares. The three current holders and three
potential holders submit orders through broker-dealers at the auction: Current Holder A ..... Owns 500 shares, wants to
sell all 500 Bid order of 2.1% rate for shares if auction rate is less than 2.1% all 500 shares Current Holder B .....
Owns 300 shares, wants to hold Hold order - will take the auction rate Current Holder C ..... Owns 200 shares, wants
to sell all 200 Bid order of 1.9% rate for shares if auction rate is less than 1.9% all 200 shares Potential Holder D ...
Wants to buy 200 shares if auction rate Places order to buy 200 is 2.0% or above shares at or above 2.0% Potential
Holder E ... Wants to buy 300 shares if auction rate Places order to buy 300 is 1.9% or above shares at or above 1.9%
Potential Holder F ... Wants to buy 200 shares if auction rate Places order to buy 200 is 2.1% or above shares at or
above 2.1% The lowest dividend rate that will result in all 1,000 Preferred Shares continuing to be held is 2.0% (the
offer by D). Therefore, the dividend rate will be 2.0%. Current holders B and C will continue to own their shares.
Current holder A will sell its shares because A's dividend rate bid was higher than the dividend rate. Potential holder
D will buy 200 shares and potential holder E will buy 300 shares because their bid rates were at or below the dividend
rate. Potential holder F will not buy any shares because its bid rate was above the dividend rate. The example above is
not meant to be an indication of the dividend rates that may be payable on the Preferred Shares. For further description
of the auction procedures, please see Article 11 of the Amended Bylaws, which is attached as Appendix A to the SAIL.
In the event of any conflict between the Amended Bylaws and the description of the Preferred Shares and the auction
procedures in this prospectus or the SAI, the Amended Bylaws will control. Secondary Market Trading and Transfer
of Preferred Shares The Underwriters are not required to make a market in the Preferred Shares. The Broker-Dealers
(including the Underwriters) may maintain a secondary trading market for the Preferred Shares outside of auctions,
but they are not required to do so. There can be no assurance that a secondary trading market for Preferred Shares will
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develop or, if it does develop, that it -43- will provide holders of Preferred Shares with liquidity of investment.
Preferred Shares will not be registered on any stock exchange or on the NASDAQ market. Investors who purchase
Preferred Shares in an auction (particularly if the Fund has declared a special rate period) should note that, because the
dividend rate on such shares will be fixed for the length of that dividend period, the value of such shares may fluctuate
in response to the changes in interest rates, and may be more or less than their original cost if sold on the open market
in advance of the next auction thereof, depending on market conditions. You may sell, transfer, or otherwise dispose
of Preferred Shares only in whole shares and only: . pursuant to a bid or sell order placed with the auction agent in
accordance with the auction procedures; . to a Broker-Dealer; or . to such other persons as may be permitted by the
Fund; provided, however, that (x) if you hold your Preferred Shares in the name of a Broker-Dealer, a sale or transfer
of your Preferred Shares to that Broker-Dealer, or to another customer of that Broker-Dealer, will not be considered a
sale or transfer for purposes of the foregoing limitation if that Broker-Dealer remains the existing holder of the
Preferred Shares immediately after the transaction; and (y) in the case of all transfers, other than through an auction,
the Broker-Dealer (or other person, if the Fund permits) receiving the transfer will advise the auction agent of the
transfer. MANAGEMENT OF THE FUND Trustees and Officers The Board of Trustees is responsible for the
management of the Fund, including supervision of the duties performed by the Manager and PIMCO. There are
currently five Trustees of the Fund, one of whom is treated by the Fund as an "interested person" (as defined in the
1940 Act). The names and business addresses of the Trustees and officers of the Fund and their principal occupations
and other affiliations during the past five years are set forth under "Management of the Fund" in the SAI. Investment
Manager The Manager serves as the investment manager of the Fund. Subject to the supervision of the Board of
Trustees, the Manager is responsible for managing, either directly or through others selected by it, the investment
activities of the Fund and the Fund's business affairs and other administrative matters. The Manager is located at 1345
Avenue of the Americas, New York, New York 10105. Organized in 2000 as a subsidiary successor of a business
originally organized in 1987, the Manager provides investment management and advisory services to a number of
closed-end and open-end investment company clients. As of June 30, 2003, the Manager had approximately $23.7
billion in assets under management. Allianz Dresdner Asset Management of America L.P. is the direct parent
company of PIMCO Advisors Retail Holdings LLC, of which the Manager is a wholly-owned subsidiary. As of June
30, 2003, Allianz Dresdner Asset Management of America L.P. and its Subsidiaries, including PIMCO, had
approximately $404 billion in assets under management. The Manager has retained its affiliate, PIMCO, to manage
the Fund's investments. See "--Portfolio Manager" below. The Manager and PIMCO are each majority-owned indirect
subsidiaries of Allianz AG, a publicly traded German insurance and financial services company. Portfolio Manager
PIMCO serves as the portfolio manager for the Fund. Subject to the supervision of the Manager, PIMCO has full
investment discretion and makes all determinations with respect to the investment of the Fund's assets. PIMCO is
located at 840 Newport Center Drive, Newport Beach, California 92660. Organized in 1971, PIMCO provides
investment management and advisory services to private accounts of institutional and individual clients and to mutual
funds. As of June 30, 2003, PIMCO had approximately $349 billion in assets under management. The Manager (and
not the Fund) will pay a portion of the fees it receives to PIMCO in return for PIMCO's services. For the period from
the commencement of Fund operations through August 31, 2008 (i.e., roughly the first five years of Fund operations),
the fee will be paid monthly at the annual rate of .39% of the Fund's average weekly total managed assets, provided,
however, that the amounts payable for each month shall be reduced to reflect that PIMCO will bear 65% of the fees
payable by the Manager to certain underwriters (other than ) for such month. Beginning September 1, 2008 and
thereafter, -44- the Manager will pay a monthly fee to PIMCO at the annual rate of .55% of the Fund's average weekly
total managed assets, provided, however, that the amounts payable for each month shall be reduced by the amount of
all fees payable by the Manager to certain underwriters other than for such month (such that the Manager retains from
its management fee, on an annual basis, .05% of the Fund's average weekly total managed assets, after having paid
PIMCO and the underwriters). Bill Gross, a founder of PIMCO, serves as Managing Director and Chief Investment
Officer of PIMCO. In his role as Chief Investment Officer, he serves as the head of the Investment Committee, which
oversees setting investment policy decisions, including duration positioning, yield curve management, sector rotation,
credit quality and overall portfolio composition, for all PIMCO portfolios and strategies, including the Fund. The
following individuals at PIMCO share primary responsibility for the day-to-day portfolio management of the Fund:
Name Since Recent Professional Experience

Raymond G. Kennedy, CFA 2003 Mr. Kennedy is a Managing
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Director, portfolio manager and (Inception) senior member of PIMCQ's investment strategy group. He also manages
high yield funds and oversees bank loan trading and collateralized debt obligations. Mr. Kennedy joined PIMCO in
1996, having previously been associated with the Prudential Insurance Company of America as a private placement
asset manager, where he was responsible for investing and managing a portfolio of investment grade and high yield
privately-placed fixed income securities. Prior to that, he was a consultant for Arthur Andersen in Los Angeles and
London. He has 16 years of investment management experience and holds a bachelor's degree from Stanford
University and an MBA from the Anderson Graduate School of Management at the University of California, Los
Angeles. Mr. Kennedy is also a member of LSTA. David C. Hinman, CFA 2003 Mr. Hinman is an Executive Vice
President and portfolio (Inception) manager at PIMCO. He focuses on high yield corporate bonds and co-manages
high yield funds and structured-credit products at PIMCO. He joined PIMCO in 1995, having been previously
associated with Merrill Lynch & Co. in New York where he underwrote high yield corporate bonds. Prior to that, he
was a credit analyst with First Union Corporation. Mr. Hinman has 11 years of investment management experience
and holds a bachelor's degree in Finance from the University of Alabama and an MBA in Finance and Accounting
from The Wharton School at the University of Pennsylvania. Jason R. Rosiak 2003 Mr. Rosiak is a Vice President and
portfolio manager at (Inception) PIMCO. He focuses on high yield corporate bonds and bank loans, oversees the
construction of PIMCO's Structured Products and manages a trade desk research group. He joined PIMCO in 1996,
having been previously associated with Bankers Trust NA, where he worked in their mortgage-backed securities
division. He has 8 years of investment management experience and holds a bachelor's degree in Economics from the
University of California, Los Angeles and an MBA from the Marshall School of Business at the University of
Southern California. Mr. Kennedy oversees Messrs. Hinman and Rosiak regarding the management of the Fund.
Investment Management Agreement Pursuant to an investment management agreement between the Manager and the
Fund (the "Investment Management Agreement"), the Fund has agreed to pay the Manager an annual management fee
payable on a monthly basis at the annual rate of -45- ..75% of the Fund's average weekly total managed assets
(including assets attributable to Preferred Shares and any other forms of leverage that may be outstanding) for the
services and facilities it provides. In addition to the fees of the Manager, the Fund pays all other costs and expenses of
its operations, including compensation of its Trustees (other than those affiliated with the Manager), custodial
expenses, shareholder servicing expenses, transfer agency and dividend disbursing expenses, legal fees, expenses of
independent auditors, expenses of repurchasing shares, expenses of issuing any Preferred Shares, expenses of
preparing, printing and distributing prospectuses, shareholder reports, notices, proxy statements and reports to
governmental agencies, and taxes, if any. Because the fees received by the Manager are based on the total net assets of
the Fund (including assets attributable to Preferred Shares and any leverage created thereby), the Manager has a
financial incentive for the Fund to issue Preferred Shares, which may create a conflict of interest between the Manager
and the holders of the Fund's Common Shares. NET ASSET VALUE The net asset value ("NAV") of the Fund equals
the total value of the Fund's portfolio investments and other assets, less any liabilities. For purposes of calculating
NAYV, portfolio securities and other assets for which market quotes are available are stated at market value. Market
value is generally determined on the basis of the last reported sales price or, if available, the closing price reported for
an issue traded on an over-the-counter stock market (including the NASDAQ Official Closing Price for NASD traded
securities), or if no sales or closing prices are reported, based on quotes obtained from a quotation reporting system,
established market makers or pricing services. Certain securities or investments for which market quotations are not
readily available (such as most Senior Loans) may be valued, pursuant to guidelines established by the Board of
Trustees, with reference to other securities or indexes. For instance, a pricing service may recommend a fair market
value based on prices of comparable securities. Short-term investments having a maturity of 60 days or less are
generally valued at amortized cost. Exchange traded options, futures and options on futures are valued at the
settlement price determined by the exchange. Other securities for which market quotes are not readily available are
valued at fair value as determined in good faith by the Board of Trustees or persons acting at their direction. The NAV
of the Fund will be determined weekly, generally on the last day of the week that the New York Stock Exchange is
open for trading, as of the close of regular trading on the New York Stock Exchange that day (normally 4:00 p.m.,
Eastern time) (the "NYSE Close"). Domestic debt securities and foreign securities are normally priced using data
reflecting the earlier closing of the principal markets for those securities. Information that becomes known to the Fund
or its agent after the Fund's NAV has been calculated on a particular day will not be used to retroactively adjust the
price of a security or the Fund's NAV determined earlier that day. Investments initially valued in currencies other than
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the U.S. dollar are converted to U.S. dollars using exchange rates obtained from pricing services. As a result, the NAV
of the Fund's shares may be affected by changes in the value of currencies in relation to the U.S. dollar. The value of
securities traded in markets outside the United States or denominated in currencies other than the U.S. dollar may be
affected significantly on a day that the New York Stock Exchange is closed. In unusual circumstances, instead of
valuing securities in the usual manner, the Fund may value securities at fair value as determined in good faith by the
Board of Trustees, generally based upon recommendations provided by PIMCO. Fair valuation also may be required
due to material events that occur after the close of the relevant market but prior to the NYSE Close. TAX MATTERS
Federal Income Tax Matters The following federal income tax discussion is based on the advice of Ropes & Gray
LLP, counsel to the Fund, and reflects provisions of the Code, existing U.S. Treasury regulations, rulings published by
the IRS, and other applicable authority, as of the date of this prospectus. These authorities are subject to change by
legislative or administrative action, possibly with retroactive effect. The following discussion is only a summary of
some of the important tax considerations generally applicable to investments in the Fund. For more detailed
information regarding tax considerations, see the SAI. There may be other tax considerations applicable to particular
investors. In addition, income earned through an investment in the Fund may be subject to state, local and foreign
taxes. The Fund intends to elect to be treated and to qualify each year for taxation as a regulated investment company
eligible for treatment under the provisions of Subchapter M of the Code. If the Fund so qualifies and satisfies certain
distribution -46- requirements, the Fund will not be subject to federal income tax on income distributed in a timely
manner to its shareholders in the form of dividends or capital gain distributions. In order for any portion of any
distributions to holders of Preferred Shares to be eligible for favorable tax treatment (in this instance, capital gain
dividends), the Preferred Shares must be treated as equity for federal income tax purposes. Based in part on certain
representations made by the Fund to Ropes & Gray LLP relating to the lack of any present intention to redeem or
purchase Preferred Shares at any time in the future, it is the opinion of Ropes & Gray LLP that the Preferred Shares
will constitute equity for federal income tax purposes. This opinion relies in part on a published ruling of the IRS
stating that certain auction preferred stock similar in many material respects to the Preferred Shares represents equity.
The opinion of Ropes & Gray LLP represents only its best legal judgment and is not binding on the IRS or the courts.
If the IRS were to assert successfully that variable rate preferred stock such as the Preferred Shares should be treated
as debt for federal income tax purposes, distributions on Preferred Shares (including distributions designated by the
Fund as capital gain dividends) would be interest income (as opposed to dividend income or capital gain). Ropes &
Gray LLP has advised the Fund that, should the IRS pursue in court the position that the Preferred Shares should be
treated as debt for federal income tax purposes, the IRS would be unlikely to prevail. To satisfy the distribution
requirements applicable to regulated investment companies, amounts paid as dividends by the Fund to its
shareholders, including holders of Preferred Shares, must qualify for the dividends-paid deduction. If the Fund
realizes a long-term capital gain, it will be required to allocate such gain between and among the Common Shares and
any Preferred Shares issued by the Fund in proportion to the total dividends paid to each class during the year in
which the income is realized. In certain circumstances, the IRS could take the position that dividends paid on the
Preferred Shares constitute preferential dividends under Section 562(c) of the Code, and thus do not qualify for the
dividends-paid deduction. The Fund believes this position, if asserted, would be unlikely to prevail. If at any time
when Preferred Shares are outstanding the Fund does not meet applicable asset coverage requirements, it will be
required to suspend distributions to Common Shareholders until the requisite asset coverage is restored. Any such
suspension may cause the Fund to pay a 4% federal excise tax (imposed on regulated investment companies that fail
to distribute for a given calendar year, generally, at least 98% of their net investment income and capital gain net
income) and income tax on undistributed income or gains, and may, in certain circumstances, prevent the Fund from
qualifying for treatment as a regulated investment company. The Fund may redeem Preferred Shares in an effort to
comply with the distribution requirement applicable to regulated investment companies and to avoid income and
excise taxes. The Fund may have to dispose of portfolio securities to generate cash for such redemption, which may
result in transaction expenses and gain at the Fund level and in further distributions. The Fund's investments in certain
debt obligations may cause the Fund to recognize taxable income in excess of the cash generated by such obligations.
Thus, the Fund could be required at times to liquidate other investments in order to satisfy its distribution
requirements. For federal income tax purposes, distributions of investment income generally are taxable as ordinary
income. Taxes on distributions of capital gains are determined by how long the Fund owned the investments that
generated them, rather than how long a shareholder has owned his or her shares. Distributions of net capital gains
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from the sale of investments that the Fund owned for more than one year and that are properly designated by the Fund
as capital gain dividends will be taxable as long-term capital gains. Distributions of gains from the sale of investments
that the Fund owned for one year or less will be taxable as ordinary income. For taxable years beginning on or before
December 31, 2008, distributions of investment income designated by the Fund as derived from "qualified dividend
income" will be taxed in the hands of individuals at the rates applicable to long-term capital gain, provided holding
period and other requirements are met at both the shareholder and Fund level. The Fund does not expect a significant
portion of Fund distributions to be derived from qualified dividend income. Distributions are taxable to shareholders
even if they are paid from income or gains earned by the Fund before a shareholder's investment (and thus were
included in the price the shareholder paid). Any gain resulting from the sale or exchange of Fund shares generally will
be taxable as capital gain. Long-term capital gain rates applicable to individuals have been temporarily reduced - in
general, to 15% with lower rates applying to taxpayers in the 10% and 15% brackets - for taxable years beginning on
or before December 31, 2008. The Fund's investments in foreign securities may be subject to foreign withholding
taxes. In that case, the Fund's yield on those securities would be decreased. Shareholders will not be entitled to claim a
credit or deduction with respect to foreign taxes paid by the Fund. In addition, the Fund's investments in foreign
securities or foreign currencies may increase or accelerate the Fund's recognition of ordinary income and may affect
the timing or amount of the Fund's distributions. -47- Under current law, the backup withholding tax rate is 28% for
amounts paid through 2010. The Fund may be required to apply backup withholding to taxable distributions or
redemption proceeds payable to a shareholder. Please see "Tax Matters" in the SAI for additional information about
(and changes to) the new backup withholding tax rates. If, in connection with the designation of a Special Dividend
Period, (i) the Fund provides in a Notice of Special Dividend Period that the Fund may redeem all or part of a series of
Preferred Shares and that upon such redemption the holders of that series of Preferred Shares may receive a premium
in addition to receipt of a redemption price per share equal to the sum of $25,000 plus an amount equal to the
accumulated but unpaid dividends thereon during the whole or any part of the Special Dividend Period, (ii) based on
all the facts and circumstances at the time of the designation of the Special Dividend Period the Fund is more likely
than not to redeem such series of Preferred Shares during the Special Dividend Period, and (iii) the premium to be
paid upon redemption during such Special Dividend Period exceeds a specified de minimis amount, it is possible that
the holders of such series will be required to accrue the premium as a dividend (to the extent of the Fund's earnings
and profits). This section relates only to federal income tax consequences of investing in the Fund; the consequences
under other tax laws may differ. You should consult your tax advisor as to the possible application of foreign, state
and local income tax laws to Fund dividends and capital distributions. Please see "Tax Matters" in the SAI for
additional information regarding the tax aspects of investing in the Fund. DESCRIPTION OF CAPITAL
STRUCTURE The Fund is an unincorporated business trust established under the laws of The Commonwealth of
Massachusetts by the Declaration. The Declaration provides that the trustees of the Fund may authorize separate
classes of shares of beneficial interest. The trustees have authorized an unlimited number of common shares of
beneficial interest and preferred shares of beneficial interest. Preferred shares (such as the Preferred Shares) may be
issued in one or more series, with such par value and with such rights as determined by the Board of Trustees, by
action of the Board of Trustees without the approval of the Common Shareholders. For a description of the Preferred
Shares, see "Description of Preferred Shares" above. The following table shows the amount of (i) shares authorized

and (ii) shares outstanding, for each class of authorized securities of the Fund as of , 2003: ------- Amount Amount
Title of Class Authorized Outstanding Common Shares ..... Unlimited Preferred
Shares Series M ....... H oo Series T ....... H oo Series W ....... H oo Series TH ...... H oo Series F ....... H oo *
Assumes the authorization of Preferred Shares by the Board of ----- Trustees prior to issuance of the Preferred Shares.

Holders of Common Shares are entitled to share equally in dividends declared by the Board of Trustees payable to
holders of Common Shares and in the net assets of the Fund available for distribution to holders of Common Shares
after payment of the preferential amounts payable to holders of any outstanding preferred shares of beneficial interest.
Neither holders of Common Shares nor holders of preferred shares have preemptive or conversion rights or have the
right to cause the Fund to redeem their shares. Upon liquidation of the Fund, after paying or adequately providing for
the payment of all liabilities of the Fund and the liquidation preference with respect to any outstanding preferred
shares, and upon receipt of such releases, indemnities and refunding agreements as they deem necessary for their
protection, the trustees may distribute the remaining assets of the Fund among the holders of the Fund's Common
Shares. Pursuant to the Fund's Dividend Reinvestment Plan, all Common Shareholders whose shares are registered in
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their own names will have all dividends, including any capital gain dividends, reinvested automatically in additional
Common Shares by PFPC Inc., as agent for the Common Shareholders, unless the shareholder elects to receive cash.
The Fund and PFPC Inc. reserve the right to amend or terminate the Dividend Reinvestment Plan. Holders of
Common Shares are entitled to one vote for each share held and will vote with the holders of any outstanding
Preferred Shares or other preferred shares on each matter submitted to a vote of holders of Common Shares, except as
described -48- under "Description of Preferred Shares--Voting Rights" and except as otherwise required by the
Declaration, the Amended Bylaws or applicable law. Shareholders of each class are entitled to one vote for each share
held. Except as provided under "Description of Preferred Shares--Voting Rights" and except as otherwise required by
the Declaration, the Amended Bylaws or applicable law, holders of Preferred Shares are (voting as a separate class)
entitled to elect two trustees, and the remaining trustees shall be elected by holders of Common Shares and Preferred
Shares, voting as a single class. So long as any Preferred Shares or any other preferred shares are outstanding, holders
of Common Shares will not be entitled to receive any dividends of or other distributions from the Fund, unless at the
time of such declaration, (1) all accrued dividends on Preferred Shares and any other preferred shares of beneficial
interest or accrued interest on borrowings (if any) has been paid and (2) the value of the Fund's total assets
(determined after deducting the amount of such dividend or other distribution), less all liabilities and indebtedness of
the Fund not represented by senior securities, is at least 300% of the aggregate amount of senior securities
representing indebtedness and at least 200% of the aggregate amount of senior securities representing indebtedness
plus the aggregate liquidation value of the outstanding preferred shares (expected to equal the aggregate original
purchase price of the outstanding preferred shares plus the redemption premium, if any, together with any accrued and
unpaid dividends thereon, whether or not earned or declared and on a cumulative basis). In addition to the
requirements of the 1940 Act, the Fund is required to comply with other asset coverage requirements as a condition of
the Fund obtaining a rating of the Preferred Shares from a rating agency. These requirements include an asset
coverage test more stringent than under the 1940 Act. See "Description of Preferred Shares--Dividends--Restrictions
on Dividends and Other Distributions." The Fund will send unaudited reports at least semi-annually and audited
financial statements annually to all of its shareholders. Common Shares of the Fund commenced trading on the NYSE
on, 2003. As of , 2003, the net asset value per share of Common Shares was $ , and the closing price per share of
Common Shares on the NYSE was $ . Other Issues Relating to Preferred Shares Under the 1940 Act, the Fund is
permitted to have outstanding more than one series of preferred shares of beneficial interest as long as no single series
has priority over another series as to the distribution of assets of the Fund or the payment of dividends. Neither holders
of Common Shares nor holders of preferred shares have pre-emptive rights to purchase any Preferred Shares or any
other preferred shares that might be issued. It is anticipated that the net asset value per Preferred Share will equal its
original purchase price per share plus accumulated dividends per share. ANTI-TAKEOVER AND OTHER
PROVISIONS IN THE DECLARATION OF TRUST The Declaration includes provisions that could limit the ability
of other entities or persons to acquire control of the Fund or to convert the Fund to open-end status. The Fund's
Trustees are divided into three classes. At each annual meeting of shareholders, the term of one class will expire and
each Trustee elected to that class will hold office for a term of three years. The classification of the Board of Trustees
in this manner could delay for an additional year the replacement of a majority of the Board of Trustees. In addition,
the Declaration provides that a Trustee may be removed only for cause and only (i) by action of at least seventy-five
percent (75%) of the outstanding shares of the classes or series of shares entitled to vote for the election of such
Trustee, or (ii) by at least seventy-five percent (75%) of the remaining