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Investment Objective 
 

The Fund aims at long-term capital growth by investing in the global equity markets with a focus on the evolution of 

artificial intelligence in accordance with environmental and social characteristics. 

 

What Happened in February 
 

February was a more volatile month for global equity markets, with the MSCI All Country World Index (ACWI) posting a 

modest gain. Non‑US equities outperformed its US counterparts. This driven in part by the underperformance of mega-

cap Technology companies, which delivered solid earnings but concerns over rising capital intensity weighed on 

sentiment and drove the continued rotation towards cyclical stocks. Tariffs returned to focus after the US Supreme Court 

ruled against the Trump administration’s use of emergency tariff powers. In response, the White House implemented a 

10% global tariff. Geopolitical tensions also drew some attention, marked by a buildup of naval forces near Iran and 

culminating in a US and Israeli strike on the country at month‑end. 

 

From a sector perspective for the MSCI All Country World Index, Materials was the strongest performing sector amid a 

rally in gold and silver. Utilities was another outperformer given its more defensive profile. Communication Services and 

Consumer Discretionary were the top laggards over the month. 

 

Regarding economic data, gross domestic product (GDP) expanded by 1.4% in Q4, below the 2.8% consensus 

expectation. Retail sales also missed estimates, remaining flat in December after increasing by 0.6% in November. Non-

farm payrolls data showed that 130,000 jobs were added to the US economy in January, ahead consensus estimates of 

70,000. More positively, the US unemployment rate continued to ease, falling from 4.4% in December to 4.3% in January. 

Meanwhile, headline inflation fell from 2.7% in December to 2.4% in January, which was cooler than expectations for 

2.5%. It was a subdued month on the monetary policy front among the key central banks, as the Bank of England (BoE), 

European Central Bank (ECB), and the Bank of Japan (BoJ) left rates unchanged. The US Federal Reserve (Fed) did not 

meet in February. 
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Oil prices rose during the month, with Brent crude closing the month above USD 72 a barrel. Although crude prices 

eased early in the month, oil rallied amid growing fears of a US-Iran conflict, with the US increasing its naval presence in 

the Persian Gulf. Meanwhile, gold prices rallied after the sharp sell-off in January. Mounting US-Iran tensions was 

constructive for the precious metal, which closed the month near USD 5,300 an ounce. 

 

Portfolio Review 

 

During the period, the Fund outperformed versus the blended benchmark (50% MSCI ACWI Index/50% MSCI World 

Information Technology Index). From a sector perspective, Information Technology and Industrials were the largest 

contributors, while Financials and Communication Services were offsetting. Overall portfolio outperformance was driven 

by artificial intelligence (AI) infrastructure, with notable strength from our positions in optical networking and 

semiconductor manufacturing equipment companies. AI-enabled industries was also a contributor helped by our stock 

selection in the Industrials and Health Care sectors. On balance, AI applications underperformed as investor sentiment 

remains negative regarding the potential of AI coding agents being a headwind to broader software demand. 

 

Contributors  

 

Corning Inc. is a multinational materials science company that develops and manufactures specialty glass, ceramics, 

and related technologies for diverse applications. Shares outperformed, driven by strong demand for optical fibre tied to 

the expansion of AI data centres. Corning remains well positioned to benefit from an inflection in AI-driven data centre 

buildouts, which should support meaningful earnings growth for the company. Through its highly profitable Optical 

Communications segment, the company supplies high‑performance fibre optic cables and systems that are critical to 

hyperscale AI infrastructure. 

 

Ciena Corp. is a leading provider of optical networking systems, routing and switching solutions, and automation 

software. Shares were higher, reflecting improved demand for optical networking equipment driven by continued 

growth in AI infrastructure spending. Looking forward, the company is poised to benefit from strong optical networking 

spend associated with the AI infrastructure investment cycle, which we believe can drive upside revisions to the 

company’s revenues and profits over the next year. 

 

Detractors 

 

Morgan Stanley is a leading global financial services company with business segments that includes institutional 

securities, wealth management and investment management. Shares underperformed as the Financials sector 

contended with evolving concerns over AI disruption in the wealth management space. In longer term, we believe the 

company is well positioned to deliver products and services leveraging AI to enhance its various product offerings. 

Moreover, the company’s earnings trajectory is also positioned to benefit from a recovery in capital markets, improved 

net interest income trends and controlled costs. 

 

Our underweight position in technology hardware producer Apple Inc. was another relative detractor due to its 

significant weighting in the custom benchmark. Apple had an average 9.1% weight in the benchmark, while the Fund 

had an average exposure of 0.4%. The stock outperformed, helped by quarterly results that exceeded expectations, 

better iPhone 17 sales and a rebound in China revenue. 
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New buys and sells 

 

A new name in the Fund, Merck & Co. Inc., is a leading global biopharmaceutical company. Its core businesses include 

human pharmaceuticals and animal health solutions. The company is leveraging AI to address bottlenecks in the 

traditional drug development process – where success rates remain low – potentially shortening the typical 10+ year 

timeline to bring new therapies to patients while maintaining rigorous scientific standards, with human oversight. We 

initiated a position as we believe shares provide an attractive risk-reward and the company’s drug pipeline is improving. 

 

Netflix Inc. provides a subscription-based video streaming service that integrates AI into many layers of its platform. This 

includes areas like user experience enhancements, streamlining film production and optimising distribution, which 

includes content localisation. We re-initiated a position as there has been a resolution to its acquisition pursuit on 

Warner Brothers Discovery. Instead, Netflix will benefit from a transaction breakup fee of USD 2.8 billion. We view 

Netflix shares as offering an attractive reward to risk at current levels. 

 

We exited the position in Twilio Inc. as shares have been under pressure with the rest of software. While the company 

put up solid quarterly results, they were not strong enough to allay investor concerns about future AI impact. 

 

We exited the remaining position in Shopify Inc. as we have been under pressure due to the company’s software focused 

delivery. The overall software group has been under pressure due to fears related to the impact of AI coding agents on 

software business models. While we like Shopify on a longer-term basis, we chose to exit the name due to the sharp 

correction in shares and a lack of clarity when the negative sentiment regarding software may abate. 

 

Market Outlook 
 

As we look ahead to 2026 and beyond, we maintain a constructive outlook for equities. An improved economic and 

earnings growth backdrop across more sectors should drive a broadening out effect in the equity market. Many major 

central banks have cut interest rates or signalled future cuts to keep financial conditions supportive of economic growth. 

In the US, the Trump administration’s pro-business agenda also provides tailwinds through tax cuts, deregulation, 

domestic investments, and manufacturing reshoring. These efforts should help stimulate growth for both consumers and 

corporations across more areas of the economy. 

 

Regarding the ongoing conflict with Iran, market volatility could elevate should the situation escalate. Historically, these 

types of events typically led to sharp but short-lived corrections. The volatile backdrop could be an opportunity for the 

Fund to add to our highest conviction ideas to position the portfolio better when markets rebound. Our sector diversified 

approach also should help navigate a more volatile environment that includes exposure to more defensive areas such 

as Health Care, Consumer Staples, Energy, and Utilities. 

 

The topic of an AI bubble has been a key area of focus for the media and many investors. In our view, it is too early to 

draw a conclusion. We think it is important to highlight that current valuations and capital intensity are materially lower 

than the dotcom bubble. Also, the AI capital expenditure cycle is being funded by some of the biggest and most 

profitable companies in the world. There are likely pockets of speculation with some data centre projects and private 

companies, and we may see period of digestion at some point in a few years. 

 

While the Technology sector may continue to perform well, we expect improved earnings growth from a wider set of 

companies across other sectors. This should lead to broader equity market participation, creating a healthier and more 

balanced environment compared to one dominated by a concentrated group of mega cap stocks. The Fund is designed 

to invest across a broad spectrum of technologies and industries embracing the disruptive power of AI. This includes 
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sectors such as Financials, Health Care, Consumer, and Industrials that are beginning to see early benefits from AI. As 

earnings re-accelerate across more companies and sectors, we believe this creates compelling stock selection 

opportunities for our diversified AI investing approach. 

 

From an innovation perspective, progress with AI development is accelerating as more powerful capabilities become 

readily available from this robust infrastructure buildout wave. We are beginning to enter the next wave, where AI pilots 

go into production. The advancements of AI-enhanced products or services can drive new levels of productivity, cost 

savings and revenue opportunities across industries. Given the transformative potential of AI investments, we believe 

profit margins may not simply hold steady but could in fact grow, supporting valuations for innovative companies that 

are investing now to disrupt the status quo. 

 

AI infrastructure: The ongoing expansion of global AI data centres remains stronger than many investors appreciate, 

and concerns about capital spending are likely to persist as we climb the wall of worry. There are many bottlenecks to 

this new AI industrial revolution buildout, which continues to provide many compelling opportunities. Some key areas 

include accelerated computing chips, semiconductor manufacturing equipment, power production and power efficiency, 

and advanced networking. 

 

AI applications: Over the next few years, AI applications and software will evolve from being helpful tools to a partner 

that acts on our behalf. We are moving away from the era of “static apps” toward a future of “collaborative autonomous 

agents” that can reliably act, remember context over time, and adapt to any situation. This new wave of intelligent 

applications should drive more automation, deliver significant efficiency gains, and open new monetisation 

opportunities. While the 2025 software spending environment has been mixed, we believe the backdrop could stabilise 

and improve in 2026. 

 

AI-enabled industries: We are still in early stages of true AI adoption across industries. Innovative companies that have 

been early AI adopters are moving more pilot projects into production, accelerating financial and competitive benefits 

compared to their peers. We believe leading AI adopters in the Financial Services, Health Care, Industrials and 

Consumer sectors are beginning to see the early benefits of AI driving better financial results. These opportunities remain 

underappreciated by investors and represent an attractive area for alpha generation in our view. 

 

The AI revolution is only beginning, and its trajectory promises to dramatically reshape the global economy. Recent 

advancements in AI demonstrated its potential, yet we are only in the early chapters of a much larger transformation 

that will gain momentum as innovation brings us closer to artificial general intelligence – potentially within the next 

decade. AI is rapidly redefining processes and competitive dynamics in every sector. In the next decade of AI, we believe 

more alpha generation may come from the companies that help enable AI transformation. The innovators in each 

industry will be ones that truly embrace AI to significantly boost productivity, reduce costs, and launch new products or 

services. Stockpicking will be essential to capturing the benefits of this opportunity, especially in an environment 

characterised by disruption and change. As we have done since the launch of the Fund almost a decade ago, our focus 

remains on identifying the innovative companies best positioned to leverage AI to deliver the most shareholder value 

creation over the long term. 
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Connect with Us sg.allianzgi.com  +65 6438 0828  Search more   

     

 
Like us on Facebook Allianz Global Investors Singapore  

 
Connect on Linkedln Allianz Global Investors 

 Subscribe to YouTube channel Allianz Global Investors    

 
All data are sourced from Bloomberg and Allianz Global Investors as of 28 February 2026 unless otherwise stated. 
 
Allianz Global Investors and Voya Investment Management entered into a long-term strategic partnership on 25 July 
2022, upon which the investment team transferred to Voya Investment Management. This did not materially change the 
composition of the team, the investment philosophy nor the investment process. Management Company: Allianz Global 
Investors GmbH. Delegated Manager: Voya Investment Management Co. LLC (“Voya IM”). 
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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