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Investment Objective

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

social characteristics.
What Happened in January

January delivered relentless geopolitical drama from Maduro’s removal to the federal probe on Jerome Powell, but
markets mostly shrugged off the volatility at the index level. Only Trump’s unexpected turn towards acquiring
Greenland jolted equities and the dollar before Europe pushed back and the idea was dropped. Amid the noise, US data
surprised positively: inflation stayed low, gross domestic product (GDP) beat expectations, and the US Federal Reserve
(Fed) held steady. Precious metals surged to historic highs before plunging after Kevin Warsh was named the next Fed

chair and cyclical real asset companies saw their share prices appreciate significantly.

On a regional basis, Japanese stocks finished in front as hopes for pre-election stimulus bolstered sentiment. European
stocks were next, while the US finished further behind. Emerging markets outpaced their developed market peers,

helped by a weak US dollar.

At sector level, all sectors generated positive returns in January. Energy was the strongest performer, while Materials
and Industrials also posted solid gains. When looking at industry group level, we saw significant declines in software and
services (13% in EUR), where the Fund held an overweight position on the basis that these stocks were going to be

eventual artificial intelligence (Al) beneficiaries.
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Portfolio Review

Software stocks suffered in January. Stock selection in the Information Technology (IT) sector hindered performance over
the month with ServiceNow, Intuit and Microsoft all underperforming as software companies lagged on fears of
competitive displacement from Al and concerns that IT budgets are shifting away from traditional software licenses to

fund expensive Al infrastructure.

Whilst we have heavily adjusted the portfolio over the last 12 months to position ourselves among the winners, we do
think the market was in panic selling mode in January. Investors took to a broad, indiscriminate basket selling of
application software segments to reduce their exposure. This has amplified our underperformance in the month.

Whilst the Fund has had a very long-held overweight position in both software and financial services, we now have
underweight positions in these areas (at the time of writing), as we do expect Al model releases to increasingly target

these business models. For now, we have more compelling ideas outside of the group.

We have also moved to reduce our quality bias — where it makes sense from a bottom-up perspective - and have moved

swiftly to react to the Al disruption basket which is changing at a very rapid frequency.

Significant transactions

We sold Compass and Entegris and initiated positions in Amer Sports, a sports retailer delivering strong growth for the

sector, and Regal Rexnord, an industrial company exposed to data centre build.

Market Outlook

From the recent nomination of Kevin Warsh to the uncertain trajectory of the Al trade and the strong moves in precious
metals, there are numerous factors that could keep investors on the sidelines, even before considering geopolitical

developments.

In the coming weeks, we will need to closely monitor corporate updates and their impact to earnings revisions, with
developments in the Al sector particularly worth watching. These are fragile markets and we are convinced our balanced

approach will pay off rather than the current focus on the most speculative assets.

After a hectic January, it is hard to imagine February slowing down. There are plenty of unknowns ahead, with tensions in
Iran continuing to escalate. Speculation has intensified over the possibility of military action involving the US, Iran and
Israel, adding to market volatility. Then, there is the imminent decision on the legality of the tariffs and the

administration’s response.

The Fund has a slight overweight positioning in the Al winners group with the remainder being relatively defensive

prioritising stable earnings and returns in the current environment of economic uncertainty.

The Magnificent 7* companies are spending record levels of capital expenditure (capex) and will need to show a return
on this spend shortly. They also running the risk that there simply is not enough power to satisfy the expectations of the
market, and this will be interesting during 2026. The recent narrative is that demand still outweighs supply, but this is
coming to the point where more questions are being asked about sustaining this level of performance. Power is
becoming political in this critical mid-term election year, and we expect to see further volatility.



MACS-W-ADM@N/A-P-17471986C

ALLIANZ GLOBAL SUSTAINABILITY: MONTHLY COMMENTARY

We continue to find attractive valuations and investment cases that will work well when the market rotates away from

its narrow leadership.
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All data are sourced from Bloomberg and Allianz Global Investors as at 31 January 2026 unless otherwise stated.

* Magnificent 7 refers to a group of US stocks which includes Alphabet, Amazon, Apple, Meta Platforms, Microsoft, Nvidia,
and Tesla.

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. 1999071692).
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