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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 August 
 

In August, the global credit markets proved resilient, heavily supported by compelling all-in coupon "carry" despite 

significant macro volatility and a global rates selloff. Credit defaults remained low, backed by stable US and European 

Q2 corporate earnings and gross domestic product (GDP) growth. BBB 1-5 year corporate credit returned 32 basis 

points (bps). Within our universe, high yield (HY) outperformed, followed by emerging markets (EM), Financials, 

securitised and investment grade (IG). 

 

We saw a notable escalation in the US-Iran conflict which pushed crude oil prices back above USD 90 a barrel by the 

end of the month. The rapid rise in energy costs re-ignited fears of sticky, structural inflation. This forced investors to price 

in a "higher-for-longer" interest rate environment. Benchmark government bond yields spiked globally, with the US 10-

year Treasury yield clearing 4.75% and the 30-year yield touching a 19-year high near 5.34% in mid-August with initially 

unclear, but latterly hawkish comments from the US Federal Reserve (Fed) confirming the macro picture. To counteract 

the heavy supply and surging deficits (with US national debt crossing USD 40 trillion), US Treasury Secretary Scott 

Bessent doubled the government's long-dated debt buyback operations to USD 4 billion. These tactical interventions 

ultimately failed to override the fundamental pressures of sticky inflation and high fiscal deficits. 

 

August saw record IG issuance, primarily artificial intelligence (AI) related, pushing IG spreads wider. This contributed to 

the up-in-quality preference within HY as the market contemplated increasingly costly refinancing rates particularly for 

the lowest-rated issuers. 

  



 

2 
 

ALLIANZ GLOBAL DIVERSIFIED CREDIT: MONTHLY COMMENTARY 

 
Portfolio Review 
 

The Fund delivered a positive gross performance both in August and year-to-date, outperforming its benchmark (US 

Secured Overnight Financing Rate Index in USD) for the month but underperforming year-to-date. 

  

Key contributions came from top-down portfolio construction and good security selection although our overweight to 

data centres was a detractor. We believe some of the negative headlines are more relevant to equity than the deals we 

are invested in. We believe that the Fund’s positioning should continue to benefit from short duration, decent credit 

fundamentals, and a good income cushion. However, we cannot ignore the impact of higher interest rates, higher oil and 

gas prices, continued rates volatility and a likely large new issuance calendar. We are therefore positioned slightly short 

carry, primarily in the more stressed parts of the universe, and are focusing on generating alpha from avoiding credit 

blow ups rather than any beta positioning.  
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All data are sourced from Bloomberg and Allianz Global Investors as at 31 August 2026 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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