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Investment Objective 
 

The Fund aims at long-term capital growth and income by investing in high yield rated debt securities of Asian bond 

markets. 

 

What Happened in July 
 

Amid resilient economic data from both sides of the Pacific, no further escalation in the Iranian conflict, and trade deals 

being reached across Asia towards the end of the month, sentiment was positive for the month of July. In the US, non-

farm payrolls continue to be stronger than expected at 147,000 against expectations of 106,000, while the University of 

Michigan Consumer Sentiment Index rose to 61.8 despite a slight uptick in the consumer price index (CPI) to 2.7% year-

over-year. In Asia, China’s Q2 gross domestic product (GDP) rose by a better-than-expected 5.2% against consensus 

expectations of 5.1%. Both the National Bureau of Statistics (NBS) and Caixin manufacturing purchasing managers’ 

indices (PMIs) for June were also stronger than forecast due to the short-term de-escalation in the US-China tariff war. 

The market was also looking for further large stimulus measures to be announced at the China Politburo meeting at the 

end of July but was disappointed when nothing specific was announced. With the positive macroeconomic backdrop, 

Asian credit markets were in a risk-seeking mode. While credit spreads are fairly valued, absolute yields are still 

attractive. Asian credits were further supported by resilient fundamentals, a positive credit rating upgrade/downgrade 

trajectory, decreasing default rates, and bond supply that was lower than maturities. With stable to compressing credit 

spreads, most of the market volatility was driven by US Treasuries. 

 

Asian credit (JACI Composite) was up 0.6% in July. Investment grade (IG) credits returned 0.5%, with spread and interest 

rate contributing 0.6% and -0.1% respectively. High yield (HY) credits were up 1.4% with most of the return coming from 

spread return. 

 

New issuance was very active again in July with a total issue size of USD 39 billion, similar to the previous month. With 

close to USD 44 billion of maturities, we had a negative net supply in July. Most of the new issuances were rated IG, while 
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Japan stood out with a few jumbo-sized new issues. On a year-to-date basis, the cumulative supply from new issuances is 

close to maturities. 

 

Asian HY had another strong month of performance where returns were driven by both spread compression and carry. 

Given the supportive macro backdrop, sovereigns led by Pakistan and Sri Lanka performed well. The non-IG Macau 

Gaming sector also performed well with the strongest gross gaming revenue achieved since COVID in July. At the issuer 

level, a Chinese cement producer rose strongly as it recorded stronger-than-expected profits and outlined plans to 

refinance a maturing bond, while a BB-rated Hong Kong supply chain manager announced a partial tender on their 

perpetuals and issued an attractively priced new HY bond that performed well in the secondary. There were no 

meaningful negative contributors at the country/sector level for the month of July. 

 

Portfolio Review 
 

Both allocation and selection contributed positively to active performance. Our underweight in China Financials, 

together with our overweight in China Diversified credits were the main drivers for positive allocation, while our selection 

within Macau Gaming and higher quality China Real Estate issuers were the primary contributors for selection. We 

continue to have higher interest carry in the Fund compared to the benchmark and expect security selection to be the 

key long-term positive contributor. 

 

Market Outlook 
 

There has been a slew of trade deals being struck with the US towards the end of July. This has reduced tariffs for most 

countries to within 15-20%, which is a level that markets feel consumers, companies, and the economy can absorb. With 

less meaningful differences in tariffs between the export-dependent Asian economies, there would not be a material 

change in the comparative advantage of production for each country. Although tariffs are disruptive to global trade, this 

outcome is less disruptive than initially feared. The resolution of tariffs has removed a key risk weighing on financial 

markets since the start of the year, and credit markets are likely to continue grinding higher as focus shifts towards the 

impending policy rate cuts in the US. Together with robust fundamentals, high absolute yields, and low new bond supply, 

we remain constructive on Asian credit markets. 
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All data are sourced from Bloomberg and Allianz Global Investors as at 31 July 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.). Investing in fixed income instruments (if applicable) may expose 
investors to various risks, including but not limited to creditworthiness, interest rate, liquidity and restricted flexibility risks. 
Changes to the economic environment and market conditions may affect these risks, resulting in an adverse effect to the 
value of the investment. During periods of rising nominal interest rates, the values of fixed income instruments (including 
short positions with respect to fixed income instruments) are generally expected to decline. Conversely, during periods of 
declining interest rates, the values are generally expected to rise. Liquidity risk may possibly delay or prevent account 
withdrawals or redemptions. 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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