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Market Overview

Equity markets continued to move higher in the second
quarter of 2021, but not at the double-digit rate experienced
by some indexes in the prior three months. Large-cap stocks
outperformed small-cap stocks for the quarter, but still
trailed for the year. The rotation to value took a pause
during the quarter in favor of large-caps, but for smaller
companies, value still pulled ahead despite added volatility.
The value trade has recently shown an exceptionally strong
relationship to the slope of the yield curve. As the yield
curve backed off from its highs following the April payrolls
data miss, value stocks also lost some of their momentum.
As investor concerns emerged over both the magnitude of
growth slowing and the speed with which rates might move
up, stocks with better perceived long-term growth outlooks
regained interest.

Strength in equity markets reflected the rebounding
economy as COVID lockdowns eased and large levels of
government stimulus moved into the hands of U.S.
households. As a result, U.S. consumer prices also increased,
in many cases exacerbated by supply-chain disruptions as
businesses worked to adjust to the surge in demand.

Many economic indicators were back to—or even beyond—
pre-pandemic levels. For example, the Purchasing Managers’
Index (PMI) moved higher this spring before settling back
down more recently (though at still high levels). Retail sales
also snapped back sharply as consumers searched for
experiences outside the home. Home sales and home prices
continued to move higher, even post-shutdowns, indicating
the underlying optimism of the U.S. consumer.

Earnings growth at U.S. companies reached historically high
levels in the second quarter, thanks largely to the vaccine
rollouts. In the U.S., over two-thirds of the adult population
have received at least one dose of the vaccine, resulting in

very low levels of new cases. This progress adds greater
certainty to the earnings growth picture as the likelihood of
further shutdowns fades.

Fund Performance

In the second quarter, Pacific Funds Small-Cap Value (Advisor
Class) returned 5.33% versus the Russell 2000® Value Index
return of 4.56%. For the period, the fund outperformed the
benchmark by 77 basis points (one basis point equals 0.01%).

Portfolio Review

Energy, materials, and healthcare were the leaders for the
fund during the quarter, while utilities, consumer staples, and
consumer discretionary were laggards. Sector allocation was
a drag on performance, with the headwinds from
underweights to communication services and energy
exceeding the tailwinds from an underweight to healthcare
and an overweight to consumer discretionary. Stock
selection was strong for the quarter, and the main driver of
performance, with contributors in industrials, materials, and
energy outpacing the effects of detractors in consumer
discretionary, information technology, and utilities.

On a stock specific basis, the fund’s largest individual
contributors included Brigham Minerals, an oil mineral
royalty company, which re-rated favorably from 8.5x to
10.5x EV/EBITDA on stronger oil prices that drove increased
drilling activity by private operators. Brigham Minerals
directly benefited from higher WTI crude oil prices and
higher oil and gas volumes from exploration and production
(E&P) operators. Consensus EBITDA expectations climbed
15% in the quarter, but the consensus still understates
Brigham’s likely earnings power with oil above $70/barrel at
quarter-end. Magnolia Oil & Gas, an E&P company operating
in Texas, reported another strong quarterly result in early
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May due to continued improvement in well results at its
developing Giddings asset. The return-of-cash story
continues with a quarterly record of 9 million shares
repurchased in the first quarter and additional share
repurchases announced in the second quarter. As an
unhedged E&P company, Magnolia is a direct beneficiary of
higher oil and natural gas prices in 2021. American Eagle
Outfitters, an apparel retailer, preannounced significantly
better-than-expected quarterly results driven by continued
secular growth trends at Aerie (its intimate and lounge
brand) along with improvement at American Eagle. The
company also benefited from strong merchandise margins
given high demand and relatively low inventory driving higher
levels of full-price selling.

Conversely, the fund’s detractors included SkyWest, which
underperformed as the airline sector has been weak due to
weaker-than-expected job numbers, higher oil prices and
labor costs. Dave & Buster’s Entertainment, an amusement
and restaurant company, reported strong first quarter
results, but was under pressure likely due to the combination
of profit-taking following strong stock performance along
with concerns over sustainability trends and wage- and
food-related inflation risks. We continue to believe the
company has implemented actions that have driven favorable
structural benefits, including significantly improved cost
structure and likely accelerating unit growth. With such an
improved cost efficiency, the company is well positioned to
potentially have a more favorable margin and earnings profile
on recovery sale levels. B)’s Restaurants, a casual dining
restaurant, was under pressure likely due to the combination
of profit-taking following strong stock performance along
with concerns over sustainability of improving trends.

Market Outlook

With the growth picture comfortably improving, investor
focus has homed in on a few key issues: the rate of inflation,
the rate of growth and the Federal Reserve.

The first issue is whether the rise in inflation will be transitory
(and for how long). While some inflation is considered healthy,
too much inflation is seen as a headwind. Inflation caused by

bottlenecks in the economy has shown signs of abating. Wage

pressure, however, is one of the more concerning metrics to
watch as it has more lasting effects of corporate profitability.
Labor demand is high across many industries, and employers
have had a difficult time luring back workers. Some of this
pressure should abate as government payments decline, and
workers transition back to the workforce.

The U.S. economy is clearly expanding, but signs are beginning
to emerge that the speed in growth is slowing. Even if absolute
levels of economic health remain at high, if the rate of growth
slows too much at the margin, the market will most likely take
notice.

The other critical issue is the yield curve and how the Federal
Reserve reacts to an improving labor market and higher levels
of inflation. The Fed is now talking about talking about
tapering. Some economists believe this could start happening
by the end of the year. The Fed is currently buying $80 billion
in Treasury securities and $40 billion in mortgage-backed
securities. We expect the Fed will take a measured approach
to tapering in hopes of avoiding disruption to the fixed-income
and equity markets. The additional step the Fed may take will
be to raise short-term interest rates. The impact of these
actions on the shape of the yield curve is uncertain, but the
direction will most certainly be higher interest rates by
yearend. The question remains: have we already experienced
the steepest yield curve or will economic growth and asset-
purchase tapering push the long end of the curve higher?

In terms of equity prices, valuations are high with the S&P 500
Index trading at over 20 times 2022 earnings. That said, stocks
are still attractively priced versus bonds at this level.
Continued improvement in economic growth will likely
support corporate earnings and valuation levels. Interest rates
that gradually move higher may prove positive for equities and
even for stocks with attractive valuation characteristics. If
inflation rises too high or interest rates move too dramatically,
however, equity prices are at risk. Ve believe growth will
likely continue, although at a more moderate rate than
experienced this spring. As we move through these uncharted
waters, we also believe that volatility could remain elevated.
We view sentiment around the trajectory of bond yields as an
important influence on equity markets and continue to
monitor it very closely.
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Advisor Class

Total Returns (%) Annualized Total Returns (%)
100% nception

Top-10 Holdings (%)

Magnolia Oil & Gas Corp. Class A 2.31
Brigham Minerals, Inc. Class A 2.29
90%
80% Portland General Electric Company 1.98
73.28
70% Pinnacle Financial Partners, Inc. 1.73
66.75
60% Herc Holdings, Inc. 1.70
50% Atkore Inc 1.63
40% Hancock Whitney Corporation 1.61
30% American Eagle Outfitters, Inc. 1.59
26.55 26.69
20% Deluxe Corporation 1.57
13.62

10% 1027 1076 10.00 ConnectOne Bancorp, Inc. 1.56

7.59 8.07

533 456 I
v M B O

& Pacific Funds Small-Cap Value - D H Russell 2000 Value Index

Returns reflect reinvestment of dividends and distributions. Advisor Class shares incepted on 1/11/16.The Fund acquired the assets of the Rothschild U.S.
Small-Cap Value Fund (the Predecessor Fund) in a reorganization transaction on 1/11/16. The Fund’s objectives (goals), policies, guidelines, and restrictions
are substantially the same as those of the Predecessor Fund. The performance figures shown for Advisor Class shares of the Fund reflect the historical
performance of the then-existing Institutional Class shares of the Predecessor Fund for periods prior to 1/11/16. The performance figures for periods prior
to 1/11/16 have not been adjusted to reflect fees and expenses of Advisor Class shares of the Fund. If these returns had been adjusted, then performance
for the share classes could vary from the returns shown based on differences in their fee and expense structures. The Institutional Class shares of the
Predecessor Fund commenced operations on 12/31/14.

Net annual operating expenses for Advisor Class are 0.95% and total (gross annual) expenses are 1.34%. The Fund’s annual operating
expenses shown above are effective 8/1/20 through 7/31/21. Gross Expense Ratio reflects the total annual operating expenses paid by the
Fund. Net Expense Ratio reflects waivers, reductions, reimbursements, and the limitation of certain “Other Expenses.” Expense caps and/or fee waivers
are reevaluated annually. There is no guarantee that the investment adviser will continue to cap expenses after the expiration date. Please see the current
prospectus for detailed information.

For performance data current to the most recent month-end, call Pacific Funds at (800) 722-2333 or go to PacificFunds.
com/Performance. Performance data quoted represents past performance, which does not guarantee future results. Current
performance may be lower or higher than the performance quoted. The investment return and principal value of an
investment will fluctuate so that shares, when redeemed, may be worth more or less than the original cost.

All share classes may not be available at all firms and not all investors may be eligible for all share classes.
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Definitions

The Enterprise Value EV/EBITDA, or Earnings Before Interest, Tax, Depreciation, and Amortization, is a measure of a
company’s profits before any of these net deductions are made.

The Purchasing Managers’ Index (PMI) is an indicator of the economic health of the manufacturing sector, and is based on
five major indicators: new orders, inventory levels, production, supplier deliveries and the employment environment.

The S&P 500 index is a market capitalization-weighted index of 500 widely held stocks often used as a proxy for the U.S. stock
market.

Trade Value means the price per unit of a Product, multiplied by the quantity traded.
Yield Curve is a line that plots yields (interest rates) of bonds having equal credit quality but differing maturity dates.
One basis point equals 0.01%.

The Russell 2000 Value Index measures the performance of equity securities of small-capitalization value companies. It
includes those Russell 2000 Index companies with lower price-to-book ratios and lower forecasted growth values.

About Principal Risks: All investing involves risk, including the possible loss of the principal amount invested. There is no guarantee that the
Fund will achieve its investment goal. Indexes are unmanaged and cannot be invested in directly. Further, they hold no cash and incur no expenses.
Equity securities tend to go up or down in value, sometimes rapidly and unpredictably, in response to many factors, including a company’s
historical and prospective earnings, the value of its assets, general economic conditions, interest rates, investor perceptions and market liquidity.
Small- and mid-capitalization companies may be more susceptible to liquidity risk and price volatility risk and more vulnerable to economic, market
and industry changes than larger, more established companies.

You cannot invest directly into an index.

This commentary represents the views of the portfolio managers at Rothschild & Co Asset Management US Inc. as of 6/30/21 and are presented
for informational purposes only. These views should not be construed as investment advice, an endorsement of any security, mutual fund, sector
or index, or to predict performance of any investment. Any forward-looking statements are not guaranteed. All material is compiled from sources
believed to be reliable, but accuracy cannot be guaranteed. The opinions expressed herein are subject to change without notice as market and
other conditions warrant. Sector names in this commentary are provided by the Fund’s portfolio managers and could be different if provided by a
third party. Fund holdings are subject to change at any time and should not be considered recommendations to buy or sell any security.

Pacific Life Insurance Company is the administrator for Pacific Funds. It is not a fiduciary and therefore does not give advice or make recommendations
regarding insurance or investment products.

You should consider a fund’s investment goal, risks, charges and expenses carefully before investing. The prospectus and/or the
applicable summary prospectus contain this and other information about the Fund and are available from your financial advisor or
PacificFunds.com. The prospectus and/or summary prospectus should be read carefully before investing.

Rothschild & Co Asset Management US Inc. is unaffiliated with Pacific Life Insurance Company. Third-party trademarks and service marks are the
property of their respective owners.

Pacific Funds are distributed by Pacific Select Distributors, LLC (member FINRA & SIPC), a subsidiary of Pacific Life Insurance Company
(Newport Beach, CA), and are available through licensed third parties. Pacific Funds refers to Pacific Funds Series Trust.
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