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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 June

Sentiment for Asia credit was mixed in June with the positive development on trade talks being offset by the escalation
of tensions in the Middle East. On the trade side, the US and China established a framework for implementing the
Geneva consensus following the high-stakes trade talks in the first week of June. A deal was signed between the two
nations later in the month and the US Commerce Secretary hinted to potential agreements with more major trading
partners in the weeks ahead. For Middle East, Israel and Iran exchanged attacks since mid-June, with international
concern growing that the crossfire will spread across the oil-producing region. A tentative ceasefire was later announced
and confirmed by both parties, but the market remained sceptical of the truce. Despite all the uncertainties and
volatilities in the market, Asia credit continued to demonstrate resilience with both investment grade (IG) and high yield
(HY) reporting positive returns in June. On the rates side, US Treasury yields fell significantly during the month, driven by

benign inflation data and dovish commentary from US Federal Reserve (Fed) governors backing an earlier rate cut.

Asian credit (JP Morgan Asia Credit Index - Composite) was up 1.2% in June. HY credit was up 0.8% with all of the returns

coming from interest rates.

New issuance was very active in June with a total issue size of USD 39 billion, up 80% from the previous month. With
close to USD 37 billion of maturities, net supply was slightly positive in June. Most of the new issuance was from the
Financial sector and rated IG. Primary demand remained strong and most of the issues closed flat or above issuance

levels.

Despite the outbreak of the Israel-Iran conflict, Asia HY held up well in June, where spreads merely widened by 19 basis

points (bps). The most dramatic name within the HY space was a major Hong Kong property developer, where the price
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of its perpetual bonds dropped to a historical low after the announcement of a coupon deferral for all outstanding
perpetuals on the last day of May. The liquidity concern spilled over to the bullet bonds as well, dragging their prices
down by 3-7 points. Subsequently, bond prices recovered gradually throughout the month as the company made
progress on refinancing its existing offshore loans. Outside of this company, the sovereign space continued to perform
well in June with both Pakistan and Sri Lanka ranked among the top performers. On detractors, despite the improving
macro environment in the China property space, a prominent developer was one of the weakest performers in Asia HY
during the month. Its bond prices fell after the company launched a consent solicitation to pay payment-in-kind (PIK)

interests and waive any default.

Portfolio Review

The Fund returned positively (gross, AMg USD), outperforming the benchmark for the month.

For the Fund, positive returns were primarily driven by selection, given that spreads remained largely unchanged. Once
again, most of the accretive performance can be attributed to our positioning in a Hong Kong developer as we re-
engage in the bonds of the issuer. Separately, our null exposure to a Philippines developer paid off as their bonds
continued to sell off in June. The Fund also benefitted from an overweight in India and Macau Gaming. We remain long

carry in the Fund and expect security selection to be the key long-term positive contributor.

Market Outlook

With the Middle East conflict being temporarily resolved, market focus is now turning back to the US economy which
should remain highly uncertain given Trump’s unpredictable policies. As global investors reassess the concentration of
risk in US credits, Asia stands out as a compelling destination for diversification, underpinned by the strong
fundamentals with limited tariff exposure. Asian |G credits provide a resilient high-quality alternative to US issuers while
HY credits offer the highest yield among peers with contained default risk. Technicals continued to be supportive to Asia
credits with year-to-date net supply remaining negative after factoring in coupon payments. As a result, we remain
constructive on Asia credit with a slight preference of HY to IG. We maintain our long carry position, expect security
selection to be the key long-term positive contributor and look to increase credit beta on the back of global-induced

selloffs.
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All data are sourced from Bloomberg and Allianz Global Investors as at 30 June 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.
1999071692).
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