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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 September 
 

The Fund outperformed the benchmark in September. Stock selection in the Industrials and Information Technology 

sectors were the key contributors.  

 

At a stock level, a key contributor last month was a maker of advanced machinery supporting the production of lithium-

ion batteries, solar panels and automotive applications. The company recently announced strong results including a 

significant pick-up in order momentum. This included incremental orders in solid state battery equipment, where the 

company has a significant competitive advantage. While solid state battery technology has been under development 

and testing for many years, recent breakthroughs in materials and manufacturing are now driving renewed commercial 

momentum.  

 

Conversely, a detractor was Citic Securities, a large full-service financial services business operating across diverse 

segments including investment banking, brokerage and asset management. The stock saw some profit taking after a 

strong rally the previous month. Overall, the Financials sector has lagged recently during the market rotation into 

Technology-focused areas. Looking ahead, a recovery in capital market sentiment should be positive for Citic, given its 

broad investment banking capabilities.  
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Portfolio Strategy and Outlook 
 

September was another good month for both onshore and offshore China equities, rounding off a strong Q3. There were 

broad-based gains across the market with technology-focused stocks generally leading the way.  

 

Year to date, both China A- and China H-shares have returned more than 25% in USD terms, a marked turnaround from 

the doldrums of previous years. In our view, there are a number of factors supporting China equities, which have been in 

place for most of the last year and largely remain in place today.  

 

Key to markets finding initial support levels was a pivot in government policy towards a more pro-growth stance. This 

has recently been reinforced with the focus on “anti-involution”, an attempt to tackle over capacity and associated 

deflationary pressures. One feature of government policy has been an explicit objective of stabilising asset prices. So far, 

this has been more successful with equity markets than the Property sector.  

 

Indeed, recent macro data suggests some weakening of domestic demand which, if the trend continues, could put at risk 

the 5% gross domestic product (GDP) growth target. We expect a mini stimulus package in coming months, similar to 

what was seen in both Q4 of 2023 and 2024.  

 

Aligned with this growth focus has been renewed support for the private sector, after a turbulent few years. Perhaps the 

most visible signal was the reappearance of Jack Ma at a symposium chaired by President Xi Jinping in March, also 

attended by other high-profile business leaders. Linked to this, the announcement of an open-sourced artificial 

intelligence (AI) model developed by an emerging Chinese startup, and growing recognition of China’s advanced 

technological capabilities, has sparked much of the strong market momentum.   

 

There is now more optimism that China’s AI industry has passed a turning point and entered a more self-sustaining cycle 

of rising investment and higher profitability. China’s internet platforms and telecoms carriers are spending heavily on 

data centres and domestic chipmakers are ramping up production of advanced chips.  

 

With the weighting of the Technology sector in MSCI China A-share indices having tripled in recent years, and significant 

representation of other Tech-oriented areas in the offshore space, the structure of China equity markets has already 

evolved to being more representative of China’s future growth engines. This is a key reason why China equities have 

been able to shrug off the muted macro environment.  

 

While each of these factors, as well as the improved geopolitical environment, have played their part in providing the 

foundation for the market upturn, the most notable short-term change has been the return of China’s retail investors, 

who until recently have largely stayed on the sidelines.  

 

Cash levels have increased significantly over several years reflecting macro-induced caution. There are currently around 

USD 23 trillion of household bank deposits in mainland China, of which USD 7 trillion are estimated to be “excess 

savings”, over and above a normalised savings level. It now looks like the rebuilding of household balance sheets is at a 

turning point. With deposit rates having fallen to significantly lower levels, this is leading to some reallocation into risk 

assets.  

 

While the rapid pace of the recent upturn might prompt some near-term profit taking, with this combination of factors in 

place our view is to buy the dips, not sell the rally.  
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Overall portfolio positioning and sector allocations were little changed over the month. We did, however, make some 

stock-specific adjustments given the significant share price moves. For example, we took profits in two stocks related to 

AI high-speed copper cabling and analog chips, and used these as a source of funding for other Technology-related 

ideas. These included initiating a position in a company that makes smart power systems to maintain efficient electricity 

supply for data centres, as well as a producer of advanced lithium batteries.  

 

The portfolio continues to have relatively close-to-benchmark sector allocations, so that stock selection remains the key 

relative performance driver. At month-end, the largest sector overweight is Consumer Discretionary (+4.0%), while the 

largest underweight is Materials (-2.7%). 
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All data are sourced from Bloomberg and Allianz Global Investors as at 30 September 2025 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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