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Investment Objective 
 

The Fund aims at long-term capital growth by investing in global bond markets in accordance with environmental and 

social characteristics. 

 

What Happened in 2025 
 

December was an active month for central banks. In the US, the US Federal Reserve (Fed) delivered a 25-basis point (25-

bps) rate cut. The Bank of England (BoE) also lowered its base rate by 25 bps, while the European Central Bank (ECB) 

and the People’s Bank of China (PBoC) left their key policy rates unchanged. Japan was an outlier. The Bank of Japan 

(BoJ) delivered a 25-bps rate hike.   

 

2025 was a positive year for risk assets, recovering strongly from the significant weakness which affected global markets 

around the time of US President Trump’s “Liberation Day” tariff offensive in April. Although evaluating the impact of 

tariffs has remained a challenge for market participants, more positive sentiment increasingly took hold as the year 

went on – supported by monetary policy easing, fiscal support (especially in Europe), and the emergence of artificial 

intelligence (AI) as a driver of growth expectations.  

 

Corporate credit performed well, with credit spreads tightening slightly year-on-year, and with most of the asset class 

returns coming from carry and falling rates. Higher carry helped global high yield outperform both investment grade 

and core government bonds. The strongest performing rating categories were BBBs and BBs, which make up the “sweet 

spot” of the Fund. 
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Portfolio Review 
 

The Fund delivered a positive gross performance for December, Q4, and the full year 2025, ahead of its benchmark (US 

Secured Overnight Financing Rate Index in USD).  

 

Portfolio performance in December was modestly stronger than in November. Early December was quite choppy for risk 

sentiment, while the second part of the month was characterised by reduced liquidity and limited new supply. Against 

this backdrop, trading activity in the portfolio was minimal. Performance continued to be marked by a highly diversified 

positive contribution from the portfolio’s holdings.  

 

Over Q4, we maintained portfolio quality and parameters generally unchanged. The great bulk of gains came from the 

BBB and BB rated segments and from securities with a duration between 0 and 5 years. Trading activity was moderate 

and mainly driven by profit taking, new ideas and portfolio risk rotation. In anticipation of a potentially more mixed risk 

environment up ahead, we added 5-year and 10-year US Treasuries, which added to performance over the quarter. 

 

Looking back at the full year, credit selection and coupon income (“carry”), along with some credit spread tightening, all 

contributed positively. Early in 2025, we had reduced interest rate and spread duration, and cut exposure to tariff-

exposed names and high-beta Financials. However, in H2, we added back to those credit exposures and to duration, as 

credit markets stabilised and higher conviction emerged around the path of interest rates. The portfolio ended the year 

with an effective duration of around 3 years, up by about 0.4 years from end-2024.  

 

Over the year, we increased our allocation to high-rated securitised credit, including allocations to collateralised loan 

obligations (CLOs), as more attractive primary market opportunities presented themselves. We also used US Treasuries 

to help us add some interest rate duration and to “play defence” into the year-end. Both trades contributed to a year-on-

year uplift in the portfolio’s weighted average credit rating from BBB- to BBB. Partly offsetting the higher allocation to 

high-grade securities, the portfolio was rebalanced somewhat away from traditional investment grade corporates and 

into high-quality relative value opportunities in high yield and emerging market corporates. 

 

Market Outlook 

 

We remain constructive on the opportunity in global diversified credit for the first part of 2026. Not unlike 2025, we see 

carry as being a key element of returns, given that spreads are at the tight end of historical ranges. While default rates 

are expected to remain contained, careful security selection should remain crucial as we expect to see more 

performance dispersion between stronger and weaker issuers. 
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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 at 31 December 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.). Environmental, Social and Governance (ESG) strategies consider 
factors beyond traditional financial information to select securities or eliminate exposure which could result in relative 
investment performance deviating from other strategies or broad market benchmarks. 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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