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Investment Objective 
 

The Fund aims to capture income from a global universe of floating-rate notes. The Fund seeks potential long-term 

capital growth in accordance with the Sustainable and Responsible Investment Strategy (SRI Strategy). 

 

What Happened in September 
 

In September, global investment grade corporate spreads tightened -2 basis points (bps) to 100 bps (USD unchanged at 

92 bps, EUR +1 bps to 117 bps, and GBP +1 bps to 121 bps) versus government bonds and generated +35 bps of excess 

returns. During September the US Federal Reserve’s (Fed’s) 50-bps rate cut provided a boost to markets pushing equity 

markets to highs and causing credit spreads to tighten. The cut was much anticipated albeit higher than expected with 

Powell cooling any market speculation that this was the new normal but a “recalibration” towards target rates. 

Meanwhile, in the UK, the Bank of England (BoE) held interest rates at 5% after consumer price index (CPI) remained a 

bit stickier than expected in August but indicated it may lower rates again as soon as November. In China, economic 

stimulus announcements led to the best week for Chinese equities since 2008, with the CSI 300 up +15.7%. The People’s 

Bank of China (PBoC) introduced several measures including a cut in the required reserve ratio and a reduction in the 

reverse repo rate, alongside mortgage rate cuts and relaxed rules for second-home purchases. Additionally, the Chinese 

Politburo has vowed to intensify fiscal efforts, which should support the property sector and boost domestic 

consumption. 

 

Lower rates could prove to be supportive for some industries, namely the Real Estate sector. The sector has performed 

strongly over the month and with future funding costs on the decline, we would expect good performance from the 

sector over the next few quarters. Risks have risen in the eurozone area as weak purchasing managers' indices (PMIs, 

48.9 versus 50.5 expected) have raised questions on the economic strength of the region as both Germany and France 

reported flash PMIs below 50. Elsewhere in the region, weak demand, especially from China, has led to profit warnings 

from some of the auto companies causing for further concerns in the region. 
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Turning to primary, in the US there was record issuance of USD 179.8 billion, taking the year-to-date total in excess of 

USD 1.35 trillion, surpassing the USD 1.2 trillion yearly estimates and is over 30% above the same point last year. In 

Europe, this month’s issues stood at EUR 103 billion, seeing a sharp rebound in almost all asset classes and has only 

been surpassed by September 2019 and 2021, with year-to-date issuance now at the EUR 800 billion mark. 

 

Portfolio Review 
 

The Fund generated positive gross return in September, slightly ahead of its cash reference index, secured overnight 

financing rate (SOFR). Positive absolute performance was generated by attractive underlying yields inbuilt within the 

Fund, with SOFR at 4.96% by the end of the period. 

 

Portfolio activity was somewhat limited in September with overall portfolio risk remaining broadly unchanged, while we 

remained focused on alpha generation through issuer and sector selection, as well as harvesting new issue premiums. Of 

note was our addition of a global bank’s short call, seasoned, preferreds that offer an attractive yield in our view. 

 

We also used the outperformance of a streaming media company’s USD denominated paper as an opportunity to switch 

into the issuer’s EUR paper, reversing the switch performed in July. The trade helps illustrate the advantages of the 

global, multi-currency nature of the Fund’s investment universe, and cross currency benefits of the approach. 

 

We note that we are increasingly cautious on the Automotive sector, given the continued challenges of the sector 

associated with deteriorating demand, shifting Chinese consumer spending preferences (towards domestic demand), 

and structural challenges associated with the shift to battery electric vehicles (BEVs). However, we believe that the Fund 

remains well positioned in the context, with a preference for issuers focused on the Truck sector (such as a heavy-duty 

truck manufacturer), higher quality issuers (such as a Japanese carmaker), or issuers with more limited exposure to 

China (such as a US automobile manufacturer). 

 

Outlook 
 

The strong technical support of elevated all-in yields remains in place despite the 50-bps rate cut in September, in our 

view. Additionally, we note that the rate cutting cycle should lead to switching out of money market funds, which we 

expect to be supportive for the credit positioning of the Fund. 

 

We continue to think that the floating rate note space is attractive and have seen continued demand for floating paper 

associated with the inverted yield curve. 

 

We consider the global corporate market to be at fair value, as the market is pricing in strong fundamentals across the 

majority of sectors, as evidenced by the recent earnings season, but also discounting future growth concerns. Generally, 

we continue to favour financial issuers given the benefits associated with the elevated interest rate environment and 

attractive valuations relative to industrial issuers, while acknowledging the recent compression make this less attractive, 

at the margin. Consistent with this, we prefer moving up the capital stack in Financial issuers. Additionally, we continue 

to like the defensive nature of US regulated Utilities. 
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All data are sourced from Bloomberg Barclays, Bloomberg and Allianz Global Investors as of 30 September 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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