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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 December 
 
The Fund outperformed the benchmark in December. Positive stock selection in the Financials sector was the main 

contributor.  

 

At a single stock level, a key contributor last month was a leader in China’s retail banking sector, the bank is a preferred 

pick given its strong retail franchise and higher return on equity compared to most peers. A high level of provision coverage 

ratio also helps provide an earnings buffer. Overall, the Bank sector had a good recovery to end the year with their high 

dividend yields providing valuation support in an environment where domestic government bond yields have fallen 

significantly.  

 

Conversely, a detractor was a semiconductor equipment producer. The stock saw some profit taking after a strong rally 

earlier in Q4. This was fuelled by expectations that further US restrictions on China’s access to semiconductor technologies 

would lead to enhanced opportunities for domestic players. The company has been gaining market share given its 
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technological edge over other equipment players in China and in the longer term should benefit from the increased 

localisation of semiconductor production. 

 
Outlook and Strategy 
 

China equities ended the year with double-digit gains in US dollar terms in both onshore and offshore markets, making 

them one of the better performing global asset classes in 2024 and ending a three-year losing streak. 

 

Most of the gains in the last year occurred in a relatively short period towards the end of September and into October, 

spurred by a significant change in government policy focused on stabilising the economy as well as financial markets. 

Since then, China equities have remained broadly stable, as investors wait for more detail on the extent of the expected 

fiscal stimulus, as well as a potential market stabilisation package.  

 

In addition, a further market headwind has been to what extent higher US tariffs, which weighed heavily on sentiment in 

China equities in 2018, will again become a major factor. Our view is that the “shock factor" of a Trump presidency will be 

somewhat less the second time around, and that China authorities will react with further domestically focused stimulus 

measures in the event of a major hike in tariffs.  

 

Looking ahead to the coming year, a fundamental issue will be the sustainability of the improved economic momentum 

seen in recent months. In particular, China’s export momentum – a key driver of growth last year – will likely fade in 2025. 

As such, an improvement in domestic demand will be needed to achieve the expected gross domestic product (GDP) 

growth target of around 4.5-5.0%.  

 

In our view, the main reasons for the weakness in domestic consumption in recent years are related both to concerns of 

future income prospects in the uncertain macro environment, and also the erosion of wealth linked to falling house prices.  

 

In this area, while recent government initiatives, such as reducing mortgage rates and downpayment ratios, and improving 

access to funding for cash-strapped developers have undoubtedly been a step in the right direction, more policy support 

will likely be needed to underpin the property market. The National People’s Congress, held each March, is typically when 

more policy details are announced.  

 

Notwithstanding the uncertainty regarding what the Trump presidency will bring, overall our view is to be more optimistic 

on the outlook for China equities, particularly in the context of risk/reward outcomes. The government has sent strong 

signals that it will step in to support the China A-shares market in particular, which should help limit downside risks.  

 

While we do not expect a massive fiscal boost in coming months, there is nonetheless a higher probability that a more 

expansionary approach benefits the real economy, and helps support corporate earnings, which have been the main drag 

on China equities this year. With the likelihood of more supportive government measures to come, and with valuations 

still reasonable, our view – and the way we have been managing the Fund – is to use periods of market weakness to “buy 

the dips”.  

 

In line with this approach, in recent months we have added to stocks which are more sensitive to an improvement in the 

domestic economy and financial markets. These include financial services companies such as investment banking and 

mutual fund management businesses, as well as consumption-related stocks. We also believe higher yielding stocks 

should be well supported given the lower interest rate environment in China. Conversely, we have trimmed exposure to 

previous outperformers such as selective technology semiconductor stocks. 
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At year-end, the portfolio has around 41% in China A-shares. Sector weightings continue to be relatively close to the 

benchmark, so that stock selection remains the key relative performance driver. At year-end, the largest sector overweight 

is Consumer Discretionary , while the largest underweight is Communication Services . 
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Connect on Linkedln Allianz Global Investors 

 
Subscribe to YouTube channel 安聯投資    

 

Source: Bloomberg, Allianz Global Investors, as of 31 December 2024 unless otherwise stated. 

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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