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Investment Objective 
 

The Fund aims at capital growth over the long term by investing primarily in the A-Shares equity markets of the People’s 

Republic of China (“PRC”). 

 

What Happened in July 
 

The Fund lagged the benchmark in July. Stock selection in the Industrials and Information Technology sectors detracted 

as artificial intelligence (AI) proxies saw some profit taking after their previous rally. 

 

At a single stock level, a key detractor last month was a major oil and gas producer. The stock saw some profit taking 

after resilient performance in H1, with lower energy prices being the catalyst. With stronger free cash flow, we see the 

potential for further dividend increases which, along with the close to 5% dividend yield, should provide support to the 

share price.  

 

Conversely, a leading contributor was China Construction Bank, one of the largest banks in China. This is one of our 

favoured financial holdings because of its higher return on equity (ROE) and stronger capital ratios than peers. The stock 

also has a high dividend yield which has provided valuation support, especially in an environment where domestic 

government bond yields have fallen significantly. 
 

Portfolio Strategy and Outlook 
 

The last month has been a period of consolidation for China equities. China A-shares have generally been less volatile 

than offshore equities, with signs that the “national team” were again providing some stability through buying onshore 

exchange-traded funds (ETFs). 
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Much of the focus recently has been on China’s so-called “Third Plenum”, a five-yearly gathering of top policymakers 

designed to set the high-level economic agenda for the coming years. While there was, as usual, a substantial official 

communiqué – the English translation runs to more than 17,000 words – very broadly the main thrust of government 

strategy remains unchanged. 

 

Overall, it can be characterised as looking to shift resources, capital and talent from out-of-favour sectors such as real 

estate towards future growth areas, mostly related to technology and manufacturing. Indeed, most of the document 

explains how the government will do more to achieve its goal of becoming a “science and technology superpower” by 

2035.  

 

One key challenge this shift presents is timing. What has been evident for the last two years is that the growth of 

favoured sectors has not been large enough to fully offset the drag from property, leaving the economy as a whole with 

significant slack. This was, to an extent, recognised at the Third Plenum. For example, there were notable pledges to 

"unswervingly achieve the full-year growth target", "proactively expand domestic demand", and "enhance the 

consistency among various macro policies". 

 

The backdrop is that China recently announced a Q2 gross domestic product (GDP) of 4.7%. This was a significant 

deceleration from the Q1 figure of 5.3%. China has only failed to meet or surpass its official GDP target once in the last 

15 years – and that was in 2022 as a result of COVID.  

 

Given the ongoing weakness of the property sector, the economy will very likely need a further injection of government 

policy support to rebuild momentum, if this year’s growth target of “around 5%” is to be met. Accordingly, we expect to 

see further announcements of both fiscal and monetary stimulus. 

 

There have not been significant changes to portfolio positioning over the last month. We selectively trimmed exposure to 

AI proxies which had performed well and exited a furniture business where growth trends have weakened. Overall, we 

continue to focus on companies with more resilient business models in the challenging macro environment.  

 

The portfolio continues to have relatively close-to-benchmark sector allocations. At month-end, the largest sector 

overweight is Energy (+1.7%), while the largest underweight is Health Care (-3.2%). 
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All data are sourced from Bloomberg and Allianz Global Investors as at 31 July 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.). 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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