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Investment Objective 
 

The Fund aims at long-term capital growth and income by investing in global bond markets. 

 

What Happened in August 
 

In August, the US-Iran conflict showed little sign of resolution, reinforcing concerns that inflationary pressures could 

persist through the remainder of 2026, while the shift in the US Federal Reserve's (Fed’s) communication strategy under 

Chair Kevin Warsh continued to increase uncertainty around the policy outlook. This heightened policy uncertainty 

contributed to a further increase in term premia across sovereign bond markets, pushing long-end yields to multi-cycle 

highs. 30-year yields in the US, Japan and Germany ended the month at 5.24%, 4.12% and 3.81%, respectively. 

 

In addition to these macro risks and policy uncertainties, the broader debt supply backdrop also contributed to the back-

up in long-end yields. Consequently, focus turned to the Jackson Hole meeting of central bankers as uncertainty 

surrounding the Fed's reaction function persisted. At Jackson Hole, Chair Warsh delivered a distinctly hawkish message, 

reinforcing the view that the Fed is biased towards policy tightening. Warsh argued that the economy has strengthened 

since July, the labour market remains close to full employment and inflation remains broad-based. Warsh also 

reaffirmed the Fed's commitment to returning inflation to its 2% target, while outlining a more traditional monetary 

policy framework, favouring a smaller, less interventionist Fed, greater reliance on interest rates as the primary policy 

tool and a stronger focus on money supply and inflation dynamics. Short-term interest rate markets responded by 

increasing expectations for Fed tightening over the next 12 months. Yield curves flattened, with the US 7s30s curve 

ending the month at 63 basis points (bps), 6 bps lower. 10-year US Treasury yields ended the month at 4.75%, broadly 

unchanged, while 10-year Bund yields ended the month at 3.32%, 12 bps higher. 

 

In currency markets, the US dollar underperformed against the majority of G10 currencies, with commodity-linked 

currencies, notably the AUD (+2.2%), NOK (+1.4%) and CAD (+1.2%), outperforming against the US dollar. The Japanese 

yen underperformed the US dollar by 1.4% despite further foreign exchange (FX) intervention. 
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Portfolio Review and Strategy  
 

Cross-market relative value and yield curve strategies were a drag on performance in August, as hawkish messaging 

from Fed Chair Warsh at the Jackson Hole symposium sent global rates higher in the month. Positive performance from 

our long exposure to Brazilian local rates and US break evens partially mitigated the drag from other positions. 

 

During the month, we rotated some of our short to US Treasuries into a new short in Canadian government bonds, where 

we see signs of improving cyclical momentum that can support a tightening of the Bank of Canada (BoC) policy stance. 

 

In currency markets, our FX basket – tilted towards higher yielding and pro-cyclical currencies – detracted from 

performance in August. Elsewhere, with the Japanese yen giving back some of the gains from the currency intervention 

at the end of July, our long position in JPY detracted at the margin. 

 

In Europe, our short in the Swiss franc and our long in the Norwegian krone contributed modestly to performance. 

During the month, we implemented a long position in the Swedish krona via options, as we see the currency supported 

by the strong growth momentum that is building in Sweden’s domestic economy. During the month, however, the 

currency came under renewed pressure from its low-yielding status in an environment of rising global interest rates. 

 

In spread sectors, active positioning had a slightly positive performance impact. Spread risk retained a moderate long 

positioning via allocations to investment grade (IG) corporates. Within European spreads, we favour European Union 

(EU) bonds over Germany given attractive valuations and stable net supply dynamics. 

 

Looking ahead, our base case is that the global macro backdrop remains challenging due to Middle East tensions, 

higher energy prices, geoeconomic fragmentation and labour market constraints, although the global economy has 

remained resilient so far this year. Inflation remains the key concern, as pressures from energy costs, tariffs, supply 

constraints and artificial intelligence (AI) related investment continue to keep inflation above central bank targets, 

prompting major central banks to keep the option of further rate hikes on the table. Fiscal policy remains broadly 

supportive of growth, albeit with increasingly uneven effects across countries, while political risks, particularly in the US 

ahead of the November mid-term elections, are moving back into focus. 
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All data are sourced from Bloomberg and Allianz Global Investors as of 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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