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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 January 
 

January saw a steadier start to the year for Asian credit, with generally supportive risk sentiment but growing macro 

policy uncertainty, particularly around US trade tensions and fiscal paths, occasionally weighed on risk appetite. Asian 

USD credit spreads remained resilient, underpinned by still constructive fundamentals and continued expectations of US 

monetary easing. Market directionality was muted in the absence of strong catalysts while Asian credit market still 

benefited from the carry backdrop. On the rates side, early month data signaled ongoing labor market softness in the 

US, helping anchor the front end of the US yield curve, while longer yields remained sensitive to fiscal concerns and 

policy uncertainty. US Treasury yields exhibited bull steepening over the month with the 10-year hovering in the 4.15-

4.30% range. The January Federal Open Market Committee (FOMC) meeting delivered a pause at 3.50–3.75%, but the 

10–2 split vote and nomination of Kevin Warsh as the next US Federal Reserve (Fed) Chair added an element of policy 

uncertainty. Given higher Treasury yields, JACI Composite performance was supported mainly by spread tightening and 

carry. The JACI Composite returned 0.2%, with spread return of +0.3% and flat Treasury return. Investment grade (IG) 
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was down 0.1% mainly due to rate movement. High Yield (HY) outperformed at 2.2%, supported by a 62bps tightening 

and its short duration profile, as the very front end of the curve outperformed. Primary market of Asia Pacific USD bond 

was very active in January, with 93 deals totaling USD 50.3 billion being printed. 

 

Asian High Yield (HY) 
 
Asia HY credit extended its strong momentum into the start of 2026, delivering a robust total return of 2.2% in January. 

Performance was driven primarily by significant spread tightening of approximately 62 bps, reflecting improving risk 

appetite and constructive technicals across the asset class. Hong Kong and China property credits led sector 

performance, continuing their rebound after the sharp correction in previous months. Positive issuer specific 

developments—most notably at a major China property developer and a leading Hong Kong property group— further 

supported the sector’s outperformance. The China property developer’s bond prices rallied sharply in mid-January after 

details emerged on its onshore bond extension proposal. Under the proposed terms, the company would repay 40% of 

principal upfront, while extending the remaining 60% by one year with collateral backing—a structure viewed as 

materially more favorable than market expectations and indicative of the company’s efforts to stabilize its capital 

structure. Meanwhile, the leading Hong Kong property group also benefited from supportive headlines, following 

Bloomberg reports that a global investment firm is in discussions to become the company’s largest shareholder. The 

reported framework suggests that the firm’s potential investment would be accompanied by strategic restructuring 

initiatives, allowing the property group to continue asset disposals to reinforce liquidity. Market responded positively to 

these developments, with both the senior bonds and perpetual securities trading higher following the news, reflecting 

investor confidence in the potential credit enhancing implications of a strategic equity injection. 

 

Portfolio Review 

The Fund outperformed the benchmark. The Fund has benefited from its overweight in Indian renewables and Sri Lanka. 

Overall gains were partially offset by our underweight in the major China property developer and the leading Hong 

Kong property group. Price action of these tickers has turned more constructive after recent headline development. 

While the situation remains fluid and path-dependent, the market has interpreted the alleged global investment firm 

takeover of the Hong Kong property group as a positive outcome to bondholders. Should new supply continue to remain 

modest, we believe there is scope for the compression trend to persist, particularly in the single-B rated space. 

 

Outlook and Strategy 
 
We remain constructive on Asia credit, even as spreads hover near historically tight levels. Overall yield levels remain 
compelling, supported by elevated base rates that continue to provide a strong carry cushion. The macro backdrop is 
broadly supportive, characterized by stabilizing inflation, accommodative policy signals, and steady regional growth 
momentum. Credit fundamentals across the region remain resilient, with most issuers sustaining manageable leverage 
and healthy liquidity positions. Technicals also remain robust, reinforced by a strong primary market where new issues 
drew substantial oversubscription and priced firmly. Limited net supply and persistent investor demand continue to 
provide a solid anchor for spreads. While tight valuations and macro headlines may introduce periods of volatility, we 
expect any market dips to be readily absorbed given strong reinvestment flows. Carry is likely to remain the 
predominant driver of returns, and overall sentiment should stay supportive. In this environment, we continue to favor 
HY over IG. 
 
 
 
 
 
 
 
 



 

 

3 

ALLIANZ DYNAMIC ASIAN HIGH YIELD BOND: MONTHLY COMMENTARY 

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

     

 
Like us on Facebook 安聯投資–香港  
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Source: from Bloomberg, IDS and Allianz Global Investors and as at 31 January 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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