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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 April 
 

In April, market volatility rose to levels last seen during the COVID crisis in 2020 as investors grappled with the US 

reciprocal tariff policy announcements at the start of the month. The initial market response was uniformly negative, 

with risky assets selling off and financial conditions tightening globally. US economic growth expectations were revised 

materially lower and there is now a growing risk of a US recession over the coming quarters given that consumers' real 

incomes are likely to be squeezed by rising inflation. The deterioration in the US growth outlook also resulted in a 

downward re-assessment of global growth prospects more generally. As the month progressed, market participants did 

draw some comfort from tariff policy reversals from the Trump administration and the policy easing being priced in the 

major markets. However, with the 10% minimum portion of the reciprocal tariffs set to remain in place for now, it 

underscored the downside risks that remain for the global economy over the coming months. Markets re-priced 

monetary policy expectations lower globally, with the US Federal Reserve (Fed) now priced to cut rates a further four 

times in 2025. There has also been a re-pricing lower in policy rate cut expectations in other G10 markets. The European 

Central Bank (ECB) cut rates by a further 25 basis points (bps) to 2.25% in April, as expected, and there is scope for the 

ECB to continue to cut rates further given the disinflationary pressures in the region. Short interest rate markets are 

pricing an ECB terminal rate of 1.5% in this cycle. 

 

Portfolio Review and Strategy  
 

Government bond markets gyrated over the course of the month given the policy backdrop. 10-year US Treasury yields 

traded in a 4.0-4.6% range, before ending the month at 4.16% (4 bps lower). Erratic US trade policy and pressure from 

President Trump on the Fed to cut interest rates resulted in market participants questioning US policy credibility. Term 
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premia for longer-dated bonds rose – as investors demanded greater compensation for owning US Treasury risk – while 

the US dollar also came under downward pressure. Against this backdrop, our long duration stance, curve steepening 

bias and cross-market relative value (RV) strategies all strongly added to performance. 

 

We actively traded over the month as the extreme levels of volatility let to some dislocations in interest rate markets. In 

particular, US Treasury valuations became increasingly stretched in our view with 30-year Treasury yields rising as much 

as 40 bps. The negative growth impulse from the universal tariffs likely will put further Fed policy easing on the horizon 

in the coming months as the fallout from the US trade policy starts to materialise. 

 

Over the month, we therefore rotated risk into US rates both on an outright and relative value basis. On an outright 

basis, we added duration via buying 30-year Treasuries around the highs of 4.91% in yield. We also rotated duration risk 

out of UK Treasuries into 10-year US Treasury Inflation-Protected Securities (TIPS) and bought 10-year US Treasuries 

against German Bunds following sharp widening in the spread. Towards the end of the month, we booked partial profit 

on the 10-year US/German spread following an impressive narrowing. 

 

The Japanese curve was not immune from the global steepening trend, as trade-related uncertainty will potentially 

delay further policy tightening by the Bank of Japan (BoJ) and as an additional fiscal premium has been priced into the 

long end of the curve. Our Japanese curve flattener detracted in this environment and we elected to close the position in 

April. 

 

In currency markets, the US dollar came under downward pressure, with the trade-weighted US dollar falling to its 

lowest levels since early 2022. The Swiss franc, Japanese yen and euro were the best performing G10 currencies versus 

the USD in April. We entered the month short USD versus AUD, a position that initially became challenged amidst the 

wider risk-off sentiment in the immediate aftermath of the significantly larger-than-expected tariff announcement on 2 

April. However, the Australian dollar quickly recovered and we closed the position this month with a positive contribution 

to performance. From a fundamental perspective, the rising tensions between China and the US may put Asian 

currencies such as the AUD under pressure in the coming months. We therefore prefer to express our bias for a USD 

underweight against other currencies such as the EUR. Therefore, we added a long EUR versus USD position as we 

believe cyclical (slowing growth) and structural (twin deficits and deteriorating policy credibility) factors suggest there 

will be headwinds for the US dollar over the short and medium term. 

 

Elsewhere this month, we entered a tactical trade to be long JPY versus CNH following the tariff announcement which 

quickly moved in our favour upon which we booked profit on the trade within the month. We also entered a new RV 

position to be short GBP versus NOK as we see room for more Bank of England (BoE) easing than is priced given the 

UK’s weak economic outlook and as fiscal concerns will likely continue to weigh on GBP performance. NOK meanwhile 

seems attractive from a valuation perspective. 

 

In credit markets, global investment grade (IG) corporate spreads widened 13 bps in April after having risen as much as 

23 bps following the US trade announcements. Spread risk remained conservative in allocation, with a modest long via 

allocations to IG corporates (sector focus on Financials, EUR reverse-yankee bonds, and US regulated Utilities), plus a 

long position in Spanish sovereign spreads versus Germany. Overall, the positioning was a detractor from performance 

in the month.  

 

Looking ahead, the reassessment of US and global growth expectations favours our long duration and curve-steepening 

positions. We think that bond market volatility is likely to remain elevated in the coming months, so we prefer to trade 

tactically around our core views. 
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All data are sourced from Bloomberg and Allianz Global Investors as of 30 April 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.). 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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