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• The Fund aims at long-term capital growth by investing in onshore and offshore People’s Republic of China (“PRC”), Hong Kong and Macau equity markets in 
accordance with environmental and social characteristics. The Fund aims to achieve an outperformance (i.e. achieve a higher Environment, Social and 
Governance (“ESG”) score) of the Fund’s weighted average ESG score compared to weighted average ESG score of Fund’s benchmark index by the adoption of 
the ESG Score Strategy. The Fund does not constitute as an ESG fund pursuant to the SFC’s circular issued on 29 June 2021.  

• The Fund is exposed to significant risks of investment/general market, country and region, emerging market, company-specific, currency (such as exchange 
controls, in particular RMB), and the adverse impact on RMB share classes due to currency depreciation.  

• The Fund may invest in the China A-Shares market directly via the Stock Connect or other foreign access regimes and/or other permitted means and/or 
indirectly through all eligible instruments and thus is subject to the associated risks (including quota limitation, change in rule and regulations, repatriation of the 
Fund’s monies, trade restrictions, China market volatility and uncertainty, potential clearing and/or settlement difficulties, change in economic, social and 
political policy in PRC and Mainland China tax risks). 

• The Fund is exposed to risks relating to ESG Score Strategy investment (such as foregoing opportunities to buy certain securities when it might otherwise be 
advantageous to do so,  selling securities when it might be disadvantageous to do so, and/or reducing risk diversifications compared to broadly based funds) 
which may result in the Fund being more volatile and have adverse impact on the performance of the Fund and consequently adversely affect an investor’s 
investment in the Fund. 

• The Fund may invest in financial derivative instruments ("FDI") which may expose to higher leverage, counterparty, liquidity, valuation, volatility, market and over 
the counter transaction risks.  The Fund’s net derivative exposure may be up to 50% of the Fund’s net asset value. 

• This investment may involve risks that could result in loss of part or entire amount of investors’ investment. 
• In making investment decisions, investors should not rely solely on this material. 
Note: Dividend payments may, at the sole discretion of the Investment Manager, be made out of the Fund’s capital or effectively out of the Fund’s capital which 
represents a return or withdrawal of part of the amount investors originally invested and/or capital gains attributable to the original investment. This may result in 
an immediate decrease in the NAV per share and the capital of the Fund available for investment in the future and capital growth may be reduced, in particular 
for hedged share classes for which the distribution amount and NAV of any hedged share classes (HSC) may be adversely affected by differences in the interests 
rates of the reference currency of the HSC and the base currency of the Fund. 

 

What Happened in June 
 
The Fund outperformed the benchmark in June. Positive stock selection in the materials, energy and information 

technology sectors was the main contributor. 

 

At a stock level, a key contributor was Advanced Micro-Fabrication Equipment*, a leading semiconductor equipment 

company that produces advanced etching tools used in chip manufacturing. The share price performed strongly on 

growing confidence in China’s semiconductor self-sufficiency ambitions and continued investment in domestic wafer 

fabrication capacity. We remain positive on the outlook, supported by rising demand for advanced semiconductors, 

technology localisation trends and opportunities to gain market share from overseas competitors. 

 

Conversely a detractor last month was an artificial intelligence company which focused on the development and 

commercialisation of large-scale foundation models and AI applications. The share price was weaker as the market 
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adopted a more cautious stance toward the pace of revenue monetisation. There is also an impending technical headwind 

as the lock-up expiry on stock held by pre-IPO and cornerstone investors begins in early July.  

 

Outlook and Strategy 
 

June was another month where China A shares outperformed offshore markets. Indeed, one of the most striking features 

of China equities over the past year has been the sustained strength of A-shares, in stark contrast to the much weaker 

performance in Hong Kong. Over this period, the MSCI China A Onshore Index has delivered returns of more than 40%, 

while the offshore-dominated MSCI China Index is in negative territory.  

 

While periods of divergence between onshore and offshore markets are not uncommon, the magnitude of the current gap 

is notable and represents the widest dispersion in close to a decade. In our view, the reasons lie primarily in a combination 

of shifting fundamentals as well as the direction of fund flows.  

 

In terms of fundamentals, the structure of the A-share market has changed materially over the past decade. Historically, 

China A-shares were widely regarded as a proxy for the domestic economy. However, this characterisation has become 

less relevant as the market has evolved. The weight of the technology sector has more than tripled during this period and 

now exceeds the combined weight of the financials, consumer and real estate sectors. 

 

While the China A market does not yet have globally recognised “flagship” names comparable to “TSMC” or “Samsung 

Electronics”, China’s push for technological self-sufficiency has provided a sustained tailwind to its domestic ecosystem. 

Notably, the China A tech universe is heavily skewed towards hardware and enabling technologies. This includes the 

semiconductor supply chain and the “picks and shovels” of the AI investment cycle. These stocks have experienced – and 

continue to benefit from – a significant improvement in earnings expectations, supported by valuation re-ratings as 

investors increasingly factor in the scale of the long-term AI opportunity.  

 

In contrast, offshore China indices have a very different composition. They remain dominated by internet platforms and 

ecommerce companies, where earnings trends have been weaker and, in many cases, subject to downward revisions. This 

reflects a combination of soft domestic consumption in China, intense competitive pressures, and rising capex linked to AI 

deployment. Overall, we see internet platforms having moved from being a primary engine of China tech growth to a 

more mature, capital-intensive segment. 

 

At the same time, the resurgence in initial public offering (IPO) activity in Hong Kong has introduced an additional 

headwind. There have been more than 80 IPOs year-to-date in Hong Kong focused mainly on tech-related areas. These 

new listings have acted as a magnet for capital, with incumbent large-cap technology names being a funding source for 

the AI trade, further weighing on index-level performance. 

 

In our view, from a longer-term perspective, the current divergence between onshore and offshore China equities reflects 

more than cyclical dynamics. It also signals a structural shift in market composition and earnings drivers. In particular, we 

see China’s national AI strategy creating a self-sustaining growth cycle independent of global tech cycles. This is supported 

by clear policy direction, rapid infrastructure build-out (compute, data centres, power), and accelerating adoption across 

industrial and consumer end markets. 

 

We have not made significant changes to portfolio positioning recently. Previously during periods of market weakness 

associated with events in the Middle East, we used volatility to add to several high conviction names leveraged to AI and 

electrification. Overall, we maintain a preference for innovative companies with strong research & development 

capabilities and an ability to expand market share in structurally growing industries. 

 

At month end, approximately 55% of the fund was invested in China A-shares. The portfolio remains broadly balanced, 

with sector allocations generally maintained within +/-5% of the benchmark. As a result, stock selection rather than sector 
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positioning, remains the primary driver of relative performance. The largest sector overweight is industrials (+4.2%), while 

the biggest underweight is consumer discretionary (-3.1%). 
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Like us on Facebook 安聯投資–香港  

    
Connect on Linkedln Allianz Global Investors 

 
Subscribe to YouTube channel 安聯投資    

 

Source: Bloomberg, Allianz Global Investors, as of 30 June 2026 unless otherwise stated. 

*The information above is provided for the purpose to demonstrate the Fund’s investment strategy only, it should not be considered a recommendation nor investment 
advice to buy or sell any shares of securities. There is no assurance that any securities discussed herein will remain in the Fund at the time you receive this document.  

Any securities mentioned (above) is for illustrative purposes only. It should not be considered as an investment advice, or a recommendation to buy or sell 
any particular security or strategy. 

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. 

The Fund is not domiciled in the Macao Special Administrative Region (“Macao SAR”), and its regulatory standards may differ from those applicable in 
the Macao SAR. 

ADM-W5781262M
A
C
S
-W
-A
D
M
@
N
/A
-P
-2
15
97
02
9


