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Investment Objective 
 

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

denominated in EUR, USD, GBP, JPY, AUD, NZD or any Asian currency in accordance with the Sustainability Key 

Performance Indicator Strategy (Relative). In this context, the aim is to outperform the sub-fund’s Sustainability KPI 

compared to sub-fund’s benchmark to achieve the investment objective. 

 

What Happened in October 
 

Asian credit markets corrected in October, moving in step with the steep rise in US Treasury rates, as expectations for 

policy rate cuts were tempered down following the continued strong economic data released in the US. In contrast, 

China announced further stimulus measures that boosted broad market sentiments. Amidst this backdrop, Asian credit 

(JP Morgan Asia Credit Index composite) gave up some of its previous gains, correcting 1.0% in October. Investment 

grade (IG) credits suffered the bulk of the US Treasury correction – declining 1.3% over the month despite tighter IG 

credit spreads. High yield (HY) credits outperformed, delivering positive returns of 1.1%, driven by their high carry and 

tighter HY credit spreads, while the short duration nature of the asset class mitigated the negative Treasury impact. 

Year-to-date, Asian credit has delivered 6.1% in total return, with performance driven mainly by spread return (+4.1%) 

and to a smaller extent, Treasury return (+1.9%). Asian HY continued to be the stellar outperformer, with an outstanding 

return of 16.0%, significantly outperforming other regional HY markets. 

 

Asian IG ended the month in negative territory, as the tightening in credit spreads was overshadowed by the sharp rise in 

US Treasury yields. Credit spreads generally tightened across the IG segment, with China, Hong Kong, Indonesia and 

Korea seeing greater spread compression on a relative basis. Given the sharp spike in US Treasury yields, duration 

became a key driver of IG returns for the month. Short duration segments of the market outperformed longer-dated 

bonds such as Indonesia and Philippines sovereigns.  
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In contrast, sentiment for China IG credits was boosted by further announcements from various Chinese authorities 

demonstrating their resolve to stabilise the Real Estate sector and broader economy. The Ministry of Finance first 

announced broad measures to reduce housing inventory, capitalise state-owned enterprise (SOE) banks and alleviate 

local government debt. This was followed by subsequent news from the Chinese government that a sum of at least RMB 

10 trillion over the next few years was being considered. Further measures were also announced, which included 

widening of the “whitelist” of housing projects eligible for financing, removal of more home purchase and sale 

restrictions, as well as reduced mortgage and down payment rates. The Ministry also highlighted in a statement that the 

bottoming out of the property market has begun. 

 

Asian HY delivered another month of firm performance, with credit spreads tightening by 58 basis points (bps), which 

more than compensated for the spike in US Treasury rates. Most market sectors were in positive territory, with Sri Lanka 

and China clearly dominating the gainers. In Sri Lanka, the market was buoyed by better developments on the political 

front as the new government continued to be more pragmatic than initially feared. The country also announced that the 

long awaited USD 12.5 billion sovereign debt exchange will be launched as early as November, with the aim of 

completion by Q4. This would allow Sri Lanka to climb out of default sooner than expected. The China Real Estate HY 

sector also saw strong gains following the various policy announcements from the Chinese government. 

 
Portfolio Review 
 

The Fund returned negatively (gross, USD), underperforming its benchmark for the month. 

 

The Fund’s long duration positioning contributed negatively as US Treasury yields rose. As we subsequently pared back 

our duration positioning, preferring a neutral stance relative to the benchmark. For our credit positioning, we increased 

our HY allocations to increase overall portfolio carry.  

 

Market Outlook 
 

Major global central banks excluding Japan have begun their respective rate cut cycles. While the terminal rates are still 

data-dependent and evolving, the downward trajectory in rates is clear and supportive for credits as an asset class. In 

the short to medium term, the key event risk is the US elections and the potential changes to policies. 

 

Within Asia, we remain sanguine about Asian credit with the continued positive headlines from China. As market 

sentiment continues to be buoyant and excited by the new policy support from China, we think that credit spreads can 

continue to grind tighter. However, we do feel that most of the returns from Asian credits would likely come from lower 

rates and yield carry, which is still decent.  

 

For Asian IG, high all-in yields will continue to support strong investor demand for IG credit. Primary market activity is 

also slowing as we approach year-end, creating a favourable technical environment that should remain supportive of IG 

credit spreads to stay at current levels. Nonetheless, with IG valuations tight relative to historical levels, US Treasury 

volatility would affect Asian IG bonds’ return. We would remain nimble in our duration positioning. 

 

On Asian HY credits, we continue to favour Asian HY, given the wider credit spreads, as well as stable to improving 

fundamental outlook. Asian HY is also relatively more idiosyncratic and less prone to geopolitical concerns. Given the 

strong performance of the asset class, prudent credit selection remains key for outperformance. 
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All data are sourced from Bloomberg and Allianz Global Investors, as at 31 October 2024 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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