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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 August 
 

August saw notable volatility in US Treasury yields, with the 10-year yield peaking at 4.33% before retracing to 4.23%, 

marking a modest month-on-month decline of 4 basis points (bps). Despite mixed economic data, the market found 

support as US Federal Reserve (Fed) Chair Jerome Powell signalled at Jackson Hole that the Fed could begin easing 

monetary policy as early as September. This was further boosted by the 90-day extension of the Sino American trade 

truce. However, sentiment was occasionally unsettled by headlines suggesting the White House’s attempts to influence 

Fed policy direction. Asia Credit mirrored this volatility, with spreads widening early in the month before tightening 

towards month-end. A key highlight was the upgrade of India’s sovereign rating by S&P from BBB- to BBB, which 

provided a tailwind to Indian credit spreads. 

 

The JACI Composite Index delivered a solid 1.2% return, with 0.9% attributed to rates and 0.3% to spread compression. 

Investment grade (IG) credits matched this performance, while high yield (HY) outperformed with a 1.5% return, 

supported by a 20-bps tightening in spreads to 492 bps – now below the 500-bps threshold. This continued strength sets 

a positive tone as we enter September. Asia Pacific USD credit supply picked up pace towards the end of August, with 42 

new deals totalling USD 20.5 billion issued during the month. 

 

Asia HY spreads tightened by 20 bps, delivering a 1.5% return. Hong Kong Real Estate led the rally, with a developer in 

the spotlight amid media speculation about a potential take-private deal with an investment firm – later denied by the 

company. Fresh reports suggest ongoing discussions with investors including the aforementioned investment firm and a 

real estate investment trust in Singapore regarding asset disposals. Bond prices have moved higher on the back of 

renewed buying interest. 
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Another Hong Kong real estate company, despite being downgraded to HY, outperformed as its current spread more 

than priced in a downgrade. Yet, another strong performer was a global owner, developer and operator of logistics real 

estate, digital infrastructure and renewable energy, which benefited from two major headlines: a potential RMB 2.5 

billion (~USD 350 million) investment from a Zhejiang SOE to expand data centres, and another potential USD 1.5 billion 

equity injection from a sovereign wealth fund to support growth in logistics, digital infrastructure, and renewable energy. 

 

Portfolio Review 
 

The Fund had another strong month, returning positively and outperforming its benchmark. Key contributors included 

underweight allocations to Chinese Financials and the Philippines, and positive selection in Hong Kong Real Estate. A 

slight drag came from exposure to Hong Kong Financials. The portfolio remains positioned to benefit from strong 

sentiment and higher carry, with long-term performance expected to be driven by security selection and allocation. 

 

Market Outlook 
 

As we enter September, investor caution persists, with many awaiting new issue concessions before deploying capital. 

While upcoming supply may temporarily shift focus from the secondary market, it is unlikely to trigger significant 

repricing. Market momentum should remain intact. Political headlines continue to fluctuate, particularly around the 

Trump administration’s attempts to influence Fed policy. Despite tight spreads, we remain bullish on Asia credit. 

Absolute yields are historically attractive and fundamentals remain solid. S&P’s positive rating actions on India have 

tightened benchmark names, with potential spillover to off-benchmark credits. Recent corporate earnings indicate 

stable to improving profitability and reduced leverage across sectors. With strong technicals and attractive all-in yields, 

we maintain a constructive view on Asia credit, with a slight preference for HY over IG. Carry and security selection are 

expected to be key performance drivers. 
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All data are sourced from Bloomberg and Allianz Global Investors as at 31 August 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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