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• The Fund aims at long-term capital growth by investing in equities of companies of the People’s Republic of China (“PRC”), Hong Kong and Macau with a focus 
on companies with an engagement in the development of future technologies.    

• The Fund is exposed to significant risks relating to investment/general market, country and region, emerging market, concentration, company-specific, future 
technology development sector, ChiNext Market and/or the STAR Board, small-capitalisation / mid-capitalisation companies, 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 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. 

 

Portfolio Review 
 

The Fund significantly outperformed the benchmark in June. Key contribution came from our information technology 

positioning; and positive stock selection in the materials and industrials sectors also helped. 

 

At a single stock level, the top contributors were: 

• Shenzhen SEICHI Technologies* – The company makes inspection and testing equipment primarily for inspecting new 

display devices and testing semiconductor memory devices. A key beneficiary of the increasing localization of 

semiconductor production in China.  

• An integrated precision manufacturing provider supplying drill bit components for printed circuit boards (PCB) 

manufacturing. Beneficiary of strong order demand on PCB-related equipment makers as well as increased 

localization trend of advanced manufacturing over the long term. 
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• NAURA Technology* – Pone of the leading Chinese semiconductor equipment producers. The company continues to 

be supported by rising demand for advanced semiconductors, technology localization trends and opportunities to gain 

market share from overseas competitors.  

 

The top detractors, on the other hand, included: 

• An artificial intelligence company focused on the development and commercialization of large-scale foundation 

models and AI applications. The share price was weaker ahead of the upcoming lock-up expiry of pre-IPO and 

cornerstone investors. We maintain the position as we expect further model upgrades from the company later this year 

that should contribute to revenue monetization.  

• A clinical-stage biotech company with a focus on oncology. A slightly weaker update on its new drug has triggered 

some profit taking of the stock after a strong rally. Longer term, the company continues to build a diverse product 

pipeline with a number of promising new drugs at final stages of clinical trials. 

• An electrical power equipment maker such as high voltage switchgear, transformers and automation systems. After a 

rally earlier in the year, the stock has seen some recent profit taking. Longer term we expect a robust power grid capex 

cycle in China, with upside from AI-driven data center demand as well as the integration of renewable energy supply. 

 

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 the past 12 months, 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 
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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. 

 

Recent portfolio activity has focused on adding exposure to select companies along the PCB value chain that are benefiting 

from robust demand for high-end PCB applications. For example, we initiated positions in a manufacturer of high-end 

PCBs used in data centers and a supplier of critical materials used in PCB production. 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 the end of the month, the top portfolio allocations were to semiconductor, AI infrastructure, and internet & ecommerce 

platforms. The largest holdings were Tencent*, an internet giant on internet gaming and social media company in China, 

Alibaba*, another internet giant on e-commerce and leader in China’s AI development, and Zhongji Innolight*, a company 

that makes high speed optical transceivers which are an essential component for areas such as high-speed internet, cloud 

computing, and data center communication. At month end, the allocation to China A-Shares was around 57%.   

 

 

 

 

 

 

 

 

 

 

 

 

     

Connect with Us hk.allianzgi.com  +852 2238 8000  Search more  
 

     

 
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 at 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.  

 

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. 
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