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• The Fund aims at long-term capital growth and income by investing in high yield rated debt securities of Asian bond markets. 
• The Fund is exposed to significant risks of investment/general market, interest rate, valuation, sovereign debt, creditworthiness/credit rating/downgrading, 

default, emerging market, country and region and 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 high-yield (non-investment grade and unrated) investments and convertible bonds which may subject to higher risks, such as volatility, 
loss of principal and interest, creditworthiness and downgrading, default, interest rate, general market and liquidity risks and therefore may adversely impact 
the net asset value of the Fund. Convertibles may also be exposed to risks such as prepayment risk, equity movement and greater volatility than straight bond 
investments. 

• 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 
 

June was another constructive month for Asia credit markets, supported by easing geopolitical tensions and a sharp 

decline in oil prices following the announcement of a US-Iran memorandum of understanding. The reopening of the 

Strait of Hormuz helped reduce energy-related concerns and contributed to a broader improvement in risk sentiment. 

Against this backdrop, the JACI returned 0.42% for the month, with high yield (HY) 0.97% outperforming investment 

grade (IG) 0.34% by a wide margin. Despite the positive headline performance, credit markets exhibited notable 

divergence beneath the surface. IG spreads widened 4bps as investors grappled with the implications of a more hawkish 

US Federal Reserve (Fed) outlook following the June Federal Open Market Committee (FOMC) meeting. New Fed Chair 

Kevin Warsh’s communication prompted markets to reprice the expected path of policy rates, leading to renewed 

concerns over higher for longer rates. HY markets proved more resilient. Improved geopolitical sentiment, easing energy 

prices and continued demand for carry supported spread tightening, particularly among higher beta and sovereign 

related credits. As a result, spread across the HY complex compressed by 16bps. Primary markets also reopened 
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decisively during the month. Asiadollar issuance rebounded significantly. Activity was supported by issuers seeking to 

capitalize on improved risk appetite, including the debut bond issuance from Indonesia’s sovereign wealth fund 

Danantara as well as a sizeable multi-tranche refinancing transaction from Vedanta. Notwithstanding, Japanese and 

Australian issuers also took advantage of improved market conditions and offshore funding opportunities. 

 

Asian High Yield (HY) 

 

Asia HY returned 0.97% as spreads tightened meaningfully to 326bps. Improved sentiment surrounding the Middle East 

and lower oil prices encouraged investors to add risk exposure, benefiting both sovereign and corporate high yield 

issuers. With the sovereign complex, a South Asian sovereign issuer and a  South Asian sovereign issuer were among the 

strongest performers during the month, continuing their recovery as spreads compressed further. Among corporate 

credits, a Hong Kong property developer and a Philippine residential property developer were notable outperformers 

during June. It was reported that the Hong Kong property developer is considering rights issue with speculation that the 

proceed would amount to approximately USD 3.8 billion. As for Philippine residential property developer, the bonds are 

boosted by a prominent Filipino political and business dynasty family’s sale of a Philippine water utility operator. The 

premise is that banks could be more willing to extend credit limits to other group entities of the Philippine property and 

infrastructure conglomerate, including its Philippine residential property developer. Despite the buoyant overall 

performance, a few Chinese industrial names remained volatile. Investors also remained selective for lower beta names 

as historically tight credit spreads offered limited room for valuation expansion. 

 

Portfolio Review 
 
The Fund underperforming the benchmark. The underperformance can largely be explained by the Fund’s underweight 

in a Philippine residential property developer and a Hong Kong property developer to a smaller extent. The impact from 

the property developer is material as the bonds rallied by 30-45% across the curve. Coupled with the distressed nature 

of the property developer, delays in the release of its FY25 financials and ongoing litigation against a prominent Filipino 

political and business dynasty family have convinced us to retain an underweight exposure to the credit. The drag from 

both these names is partly negated by gains from our overweight allocation to India and the various frontier sovereign 

markets. 

 

Outlook and Strategy 
 

The signing of the US-Iran memorandum of understanding has provided a meaningful boost to market sentiment, 

helping to unwind geopolitical risk premia and driving a sharp retracement in oil prices. While this reduces the 

immediate tail risk surrounding energy markets and global inflation, uncertainty remains elevated given the limited 

timeframe available to achieve a comprehensive nuclear agreement. As such, markets are likely to remain sensitive to 

headline-driven volatility in the weeks ahead. With oil prices retreating and inflation concerns moderating, investor 

focus has shifted back towards the growth outlook. Although market continues to price in rate hikes, it remains unclear 

whether the recent economic strength can be sustained. Any signs of slowing growth could challenge the market's 

current expectations and lead to a reassessment of the rates outlook. 

 

From a valuation perspective, spreads remain a key constraint, leaving limited room for further compression. Moreover, 

the easing of geopolitical tensions may encourage a reopening of primary markets and a pickup in bond issuance 

activity. Increased supply, particularly within the investment-grade universe, could exert upward pressure on spreads. 

Against this backdrop, we believe that risk reward has become increasingly asymmetrical. While carry remains 

supportive, the potential for further spread tightening appears limited relative to downside risks from growth 

disappointment, shifting rate expectations, or increased supply. We continue to prefer a defensive to neutral stance in 

portfolio construction, emphasizing income generation and maintaining selectivity in risk positioning. Within high yield, 

market differentiation has become more pronounced, with investors increasingly focused on issuer-specific 
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fundamentals. In the distressed cum lower rated segment, we continue to favor idiosyncratic opportunities where 

fundamentals can drive returns independent of broader market direction. 
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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: from Bloomberg, IDS and Allianz Global Investors and as at 30 June 2026 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. 
Investing in fixed income instruments (if applicable) may expose investors to various risks, including but not limited to creditworthiness, interest rate, 
liquidity and restricted flexibility risks. Changes to the economic environment and market conditions may affect these risks, resulting in an adverse 

effect to the value of the investment. During periods of rising nominal interest rates, the values of fixed income instruments (including short positions 
with respect to fixed income instruments) are generally expected to decline. Conversely, during periods of declining interest rates, the values are 
generally expected to rise. Liquidity risk may possibly delay or prevent account withdrawals or redemptions. 

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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