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Investment Objective 
 

The Fund aims at long-term capital growth by investing in China A-Shares equity markets of the PRC in accordance with 

environmental and social characteristics. 

 

What Happened in June 
 

The Fund outperformed the benchmark in June. Positive stock selection in the Information Technology and Industrials 

sectors was the main contributor. 

 

At a stock level, a key contributor was Advanced Micro-Fabrication Equipment, a leading semiconductor equipment 

company that produces advanced etching tools used in chip manufacturing. The share price performed strongly on 

growing confidence in China’s semiconductor self-sufficiency ambitions and continued investment in domestic wafer 

fabrication capacity. We remain positive on the outlook, supported by rising demand for advanced semiconductors, 

technology localisation trends and opportunities to gain market share from overseas competitors. 

 

Conversely, a detractor was Zijin Mining, one of China’s largest producers of gold and copper. The share price 

weakened as investors took profits following the previous period of strong performance and some moderation in 

commodity price momentum. We believe Zijin is well positioned to benefit from structurally growing demand for copper, 

in particular driven by electrification, power infrastructure investment and the expansion of artificial intelligence (AI) 

related data centre capacity. 
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Portfolio Strategy and Outlook 
 

June was another month where China A-shares outperformed offshore markets. Indeed, one of the most striking features 

of China equities over the past year has been the sustained strength of A-shares, in stark contrast to the much weaker 

performance in Hong Kong. Over this period, the MSCI China A Onshore Index has delivered returns of more than 40%, 

while the offshore-dominated MSCI China Index is in negative territory.  

 

While periods of divergence between onshore and offshore markets are not uncommon, the magnitude of the current 

gap is notable and represents the widest dispersion in close to a decade. In our view, the reasons lie primarily in a 

combination of shifting fundamentals as well as the direction of fund flows.  

 

In terms of fundamentals, the structure of the A-shares market has changed materially over the past decade. 

Historically, China A-shares were widely regarded as a proxy for the domestic economy. However, this characterisation 

has become less relevant as the market has evolved. The weight of the Technology sector has more than tripled during 

this period and now exceeds the combined weight of the Financials, Consumer and Real Estate sectors. 

 

While the China A-share market does not yet have globally recognised “flagship” names comparable to TSMC or 

Samsung Electronics, China’s push for technological self-sufficiency has provided a sustained tailwind to its domestic 

ecosystem. Notably, the Tech universe within China A-shares is heavily skewed towards hardware and enabling 

technologies. This includes the semiconductor supply chain and the “picks and shovels” of the AI investment cycle. These 

stocks have experienced – and continue to benefit from – a significant improvement in earnings expectations, supported 

by valuation re-ratings as investors increasingly factor in the scale of the long-term AI opportunity.  

 

In contrast, offshore China indices have a very different composition. They remain dominated by internet platforms and 

ecommerce companies, where earnings trends have been weaker and, in many cases, subject to downward revisions. 

This reflects a combination of soft domestic consumption in China, intense competitive pressures, and rising capital 

expenditure (capex) linked to AI deployment. Overall, we see internet platforms having moved from being a primary 

engine of China tech growth to a more mature, capital-intensive segment. 

 

At the same time, the resurgence in initial public offering (IPO) activity in Hong Kong has introduced an additional 

headwind. There have been more than 80 IPOs year-to-date in Hong Kong focused mainly on Tech-related areas. These 

new listings have acted as a magnet for capital, with incumbent large-cap Technology names being a funding source for 

the AI trade, further weighing on index-level performance. 

 

In our view, from a longer-term perspective, the current divergence between onshore and offshore China equities reflects 

more than cyclical dynamics. It also signals a structural shift in market composition and earnings drivers. In particular, 

we see China’s national AI strategy creating a self-sustaining growth cycle independent of global tech cycles. This is 

supported by clear policy direction, rapid infrastructure buildout (compute, data centres, power), and accelerating 

adoption across industrial and consumer end markets. 

 

We have not made significant changes to portfolio positioning recently. Previously during periods of market weakness 

associated with events in the Middle East, we used volatility to add to several high conviction names leveraged to AI and 

electrification. Overall, we maintain a preference for innovative companies with strong research and development 

(R&D) capabilities and an ability to expand market share in structurally growing industries. 
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The portfolio remains broadly balanced, with sector allocations kept within +/-5% of the benchmark. As a result, stock 

selection, rather than sector positioning, continues to be the primary driver of relative performance. At month-end, the 

largest sector overweight is Industrials (+4.3%), while the biggest underweight is Information Technology (-4.0%). 
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All data are sourced from Bloomberg and Allianz Global Investors as at 30 June 2026 unless otherwise stated. 
 
The information presented here is intended for general circulation and does not constitute a recommendation to anyone; 
it also has not taken into account the specific investment objectives, financial situation or particular needs of any 
particular person. Information herein is based on sources we believe to be accurate and reliable as at the date it was 
made. We reserve the right to revise any information herein at any time without notice. No offer or solicitation to buy or 
sell securities and no investment advice or recommendation is made herein. In making investment decisions, investors 
should not rely solely on this publication but should seek independent professional advice. However, if you choose not to 
seek professional advice, you should consider the suitability of the product for yourself. Past performance of the fund 
manager(s) and the fund is not indicative of future performance. Prices of units in the Fund and the income from them, if 
any, may fall as well as rise and cannot be guaranteed. Distribution payments of the Fund, where applicable, may at the 
sole discretion of the Manager, be made out of either income and/or net capital gains or capital of the Fund. As a result of 
the payment, the Fund’s net asset value is expected to be immediately reduced. The dividend yields and payouts are not 
guaranteed and might change depending on the market conditions or at the Manager’s discretion; past payout yields 
and payments do not represent future payout yields and payments. Investment involves risks including the possible loss of 
principal amount invested and risks associated with investment in emerging and less developed markets. The Fund may 
invest in financial derivative instruments and/or structured products and be subject to various risks (including 
counterparty, liquidity, credit and market risks etc.). Past performance, or any prediction, projection or forecast, is not 
indicative of future performance. Investors should read the Prospectus obtainable from Allianz Global Investors 
Singapore Limited or any of its appointed distributors for further details including the risk factors, before investing. The 
duplication, publication, extraction, or transmission of the contents, irrespective of the form is not permitted, except for the 
case of explicit permission by Allianz Global Investors. This publication has not been reviewed by the Monetary Authority 
of Singapore (MAS). MAS authorization/recognition is not a recommendation or endorsement. The issuer of this 
publication is Allianz Global Investors Singapore Limited (79 Robinson Road, #09-03, Singapore 068897, Company 
Registration No. 199907169Z). 
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