
Q: Where does Allianz China 
Future Technologies (the 
Fund) seek opportunities?

We seek long-term capital growth 
by investing in onshore and 
offshore China equities with a focus 
on companies engaged in the 
development of future technologies.

This structural growth opportunity is 
underpinned by China’s commitment 
to technological innovation and 
includes areas such as semiconductors, 
software, robotics & automation, 
smart transportation, biotech, green 
technology, ecommerce and fintech.

Q: What do you expect to 
be the main performance 
drivers?

We believe that China’s future 
economic model will be based around 
technological innovation. China is 
already innovating fast, and we view 
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• This investment may involve risks that could result in loss of part or entire amount of investors’ investment.
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the development of new technologies 
as a key growth driver across a broad 
range of sectors. By tapping into 
this tailwind, this set of companies 
represent a dynamic and diverse 
investment universe with strong growth 
potential.

We also explore opportunities to 
generate potential return. Our China 
equity strategies have benefited from 
positive long-term stock selection 
across a wide range of sectors 
including information technology, 
industrials, healthcare, consumer and 
financials, which also form the core of 
Allianz China Future Technologies.1

Q: How big is the investment 
universe?2

The full China equity universe 
comprises more than 6,000 companies. 
We then filter this based on research 
& development (R&D) spending and 
stock liquidity.
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Overall, the investable universe is currently around 1,300 
stocks. Over 1,000 are China A shares, listed in Shanghai 
and Shenzhen, and the remainder are listed in Hong Kong 
and the US. The China equity universe has expanded 
significantly in recent years due to new company listings, 
and we expect this trend to continue. 

We will also consider select Taiwan stocks if we find 
companies that provide superior ways to access a growth 
opportunity. We expect the exposure to Taiwan to remain 
less than 10% of the overall portfolio allocation.

Q: How do you define a ‘future technologies’ 
stock?

We use R&D as a proxy for innovation, as a high level 
of R&D is often associated with the development of 
intellectual property. In 2021, China overall invested 
around 2.4% of its gross domestic product (GDP) in R&D.3 
Our approach is to invest primarily in companies that 
invest at least double this amount, 5% of revenues in 
R&D, or where we expect a consistent upward trend in 
R&D spending. Generally the companies fall into three 
broad categories – innovation infrastructure, innovation 
applications and innovation-enabled industries.

Liquidity is also a consideration. We prefer to invest in 
stocks with at least USD 25 million daily turnover.

Q: How much of the portfolio do you expect 
to allocate to China A-shares?

We typically expect around 50%-80% to be invested in 
China A-shares.4 Although the majority of the investment 
universe comprises China A-shares, many of these are 
relatively small cap stocks with higher levels of volatility. 
As such they will likely have smaller position sizes in the 
portfolio.

Q: How does geo-politics shape the 
investment opportunity?

A key overriding goal for China is sustainable, long-term 
economic growth. This can only be achieved with ongoing 
high levels of capital investment in critical technologies. This 
is demonstrated in the latest five-year plan5, the planning 
document that sets out China’s development agenda to 
2025, where the word “innovation” was mentioned 165 
times, compared with 54 times for the “communist party”. 

Combined with the geo-political situation, and US attempts 
to constrain China’s technological development, this signals 
that China’s policy focus is likely to be on developing its own 
domestic capabilities in key industries needed to achieve 
the economic goals. As such, the critical technologies 
of the future will likely those that primarily support the 
development of the industrial and manufacturing sectors. 
Semiconductors is a good example, but we believe there 
are also many others which should see sustained policy 
support in coming years. 

Q: What exposure do you expect to have to 
China’s mega cap tech stocks?

The mega cap tech stocks are, by definition, innovative 
companies as they allocate significant capital to R&D. 
They also have a wide range of business activities in many 
areas which are considered ‘future technologies’. As such 
we will consider them in the same way we consider other 
companies in the investment universe.

Having said that, we currently expect to have relatively 
limited exposure to these stocks.4 One reason is because 
if there are specific aspects of the mega cap business 
models that we find attractive (for example cloud, gaming 
etc.), then we would also look to identify other stocks which 
provide purer exposure to the specific growth opportunity.
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1  Allianz Global Investors. Past performance does not predict future returns.
2  Data is based on 2021 individual annual reports. This is for guidance only and not indicative of future allocation.
3 The state council. Spending on R&D in China hits new high (www.gov.cn).
4 This is for guidance only and not indicative of future allocation.
5 Xinhua net, 3 November 2020.
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 material but should seek independent professional advice. 
Investment involves risks, in particular, risks associated with investment in emerging and less developed markets. Past performance is not indicative 
of future performance. Investors should read the offering documents for further details, including the risk factors, before investing. This material and 
website have not been reviewed by the Securities and Futures Commission of Hong Kong. Issued by Allianz Global Investors Asia Pacific Limited. 
Allianz Global Investors Asia Pacific Limited (32/F, Two Pacific Place, 88 Queensway, Admiralty, Hong Kong) is the Hong Kong Representative and is 
regulated by the Securities and Futures Commission of Hong Kong. (54/F, One Island East 18 Westlands Road, Quarry Bay, Hong Kong).
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Q: How would you describe your investment 
style?

Our investment style can be described as fundamental, 
bottom-up and active. Our process is based around 
investing in stocks where we identify growth at a 
reasonable price. 

We have three stock selection criteria : growth, innovation 
impact and valuation. In particular, we look for businesses 
where we expect a high level of innovation. This is often 
reflected in sustained investment in the use of technologies 
to develop new products or services, which both support 
growth and also builds high entry barriers. We also place 
a lot of importance on our qualitative assessment of a 
management team, focusing on its reputation within 
the industry, track record of execution and level of 
transparency.

We are benchmark agnostic. This means we own stocks 
that we want to own and are not forced to invest in stocks 
because of their size in the index. 

Q: How do you manage risk? In what type of 
environment do you expect to outperform/
underperform?

As ever when investing in China, a highly selective 
approach is required. We look to mitigate stock-specific 
risks both through rigorous fundamental research and 
also through our approach to portfolio construction. 
We determine the size of each position based on the 

upside to our target price, the level of our conviction and 
the contribution a stock makes to portfolio risk. Using this 
approach, we look to avoid any single stock contributing 
excessively to the risk profile of the Fund. 

Given the portfolio’s thematic nature, both the sector 
allocations and stock selection within sectors tend to be 
significantly different to that of the benchmark. As such 
there are also likely to be periods when returns differ 
meaningfully from the broader index performance.

As we typically invest in growth-oriented stocks, a strong 
value-led market would likely be a challenging environment.

Q: What makes Allianz China Future 
Technologies distinctive?

We believe the strategy provides a way for investors to 
access a differentiated set of companies that reflect China’s 
future growth drivers. Until recently, a China technology or 
innovation fund would have featured familiar, large-cap 
internet companies as the core of the portfolio. 

It is clear from policy changes since early 2021 that China 
considers the development of other technologies as critical 
to achieving its long-term economic goals. Because of our 
benchmark agnostic approach, this portfolio is likely to have 
meaningful exposure to mid and smaller cap stocks, which 
we think may have greater potential return. In addition, 
as the investment universe is tilted to the very diverse and 
dynamic China A-shares markets, we also expect this to be 
where the majority of the portfolio is invested.4

 


