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• The Fund aims at long-term capital growth by investing in global equity markets in accordance with environmental and social characteristics. With the adoption 
of the socially responsible investment (“SRI”) (Proprietary Scoring) strategy (“SRI (Proprietary Scoring) Strategy”), the Fund takes into account sustainability 
factors based on United Nations Global Compact Principles and follows the principles of SRI. 

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

• The Fund is exposed to risks relating to SRI (Proprietary Scoring) Strategy investment (such as foregoing opportunities to buy certain securities when it might 
otherwise be advantageous to do so, and/or selling securities when it might be disadvantageous to do so or relying on information and data from third party 
ESG research data providers and internal analyses which may be subjective, incomplete, inaccurate or unavailable). The Fund focuses on SRI which may reduce 
risk diversifications and may have an adverse impact on the performance of 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, particularly if such HSC are applying the IRD Neutral Policy. 

 

What Happened in May 
 

Geopolitical developments in the Middle East remained the dominant driver of markets in May, with investor sentiment 

shifting in line with headline risk around the US-Iran conflict. Reports of progress towards a ceasefire and the potential 

reopening of the Strait of Hormuz intermittently supported risk assets, while subsequent clashes led to bouts of volatility 

across asset classes. Oil prices declined over the month despite periodic spikes, with Brent crude falling back below USD 

100 per barrel on optimism around a resolution and ultimately recording a sharp monthly decline. 

 

Central banks adopted a broadly cautious stance against a backdrop of persistent inflation uncertainty and rising 

geopolitical risk. While policy rates were largely unchanged, markets focused on evolving expectations for future policy, 

particularly in the US following the appointment of a new US Federal Reserve (Fed) chair. At the same time, inflation 

dynamics remained mixed, with energy-driven price pressures offset by some moderation in core measures, 

complicating the policy outlook across developed markets. 

 

Global bond markets experienced notable volatility during the month. Yields moved higher earlier in May, with long-

dated US Treasury yields briefly reaching their highest levels since 2007 amid inflation concerns and heavy issuance, 

before retracing later in the period. 
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Global equity markets finished higher, although performance was characterised by significant intra-month swings. 

Equity indices rallied on signs of de-escalation in the Middle East, before retracing on renewed tensions, and ultimately 

moved higher again into month-end as optimism around a potential resolution improved sentiment. Sector 

performance remained concentrated, with Information Technology leading gains on the back of continued momentum 

in artificial intelligence (AI)-related investment, while Energy and Utilities lagged the broader market. In fact, Tech was 

pretty much on its own as it returned circa 19% for the month and all other sectors underperformed the benchmark with 

four in negative return territory. This is clearly an extreme worth noting. 

 

Regionally, returns were led by markets with strong exposure to the global technology and semiconductor supply chain. 

The US and Asian technology hubs performed particularly well, supported by robust earnings and sustained investment 

in AI infrastructure. Europe delivered positive but relatively more muted returns amid weaker underlying economic data 

and heightened geopolitical sensitivity, while emerging markets outperformed developed peers overall, driven 

primarily by strength in South Korea and Taiwan despite weakness in China. 

 

Portfolio Review  
 
The Information Technology sector continued to drive markets in May as AI-related investments had very strong 

earnings and growth. Memory shares saw significant increases due to the sustained excitement for prices and demand 

from inferencing. This saw a memory semiconductor manufacturer, a memory chip producer and a global electronics 

and semiconductor company all deliver high double-digit growth which was negative to relative performance as they 

are not held in the portfolio. However, due to the strong memory prices, Applied Materials* did feature in the top 

contributors for the month but only marginally offset the detraction for the other three companies. 

 

More positively, a cybersecurity software provider was the Fund’s top contributor for May. The company is establishing 

itself as a first mover and leader in integrating AI into its cyber security solutions. The strong earnings announcements 

were also beneficial to performance with the stock rising over 60% for the month. 

 

Our underweight allocation to Energy was beneficial this month as the fragile ceasefire saw the oil price drop below 

USD 100 a barrel. This saw the Oil & Gas sector finish the month down overall and was the strongest sector allocation 

for the month. 

 

Stock selection in the Industrials and Health Care sector also made up a sizeable amount of the detraction for the 

month with an engineering and consulting firm, a waste collection and disposal company),an animal health company 

and an eye care and surgical products company, all among the top detractors for the month. 

 

The Fund sold out of an enterprise workflow and automation software provider and a professional information and 

legal technology company as the AI disruption to software narrative has persisted. While we see both as great 

businesses, we cannot see a catalyst to change this perception in the short term so have rotated into opportunities with 

higher conviction and more structural themes to support growth. AI enthusiasm is fundamentally changing the barriers 

to entry for some industries, and we have acted swiftly to take out these risks. 

 

The Fund initiated position in a global manufacturer of wafer fabrication equipment (WFE) with expertise in vacuum 

solutions, photonics and materials solutions. This company is heavily exposed to the broadest WFE upcycle in history, 

driven by the AI infrastructure buildout. In particular, the position will add exposure to the memory capital expenditure 

(capex) which we believe has become a more visible and extended cycle. The Fund also initiated a position in a  leading 

analog semiconductor vendor. The industry is undergoing a recovery due to the growth in electronic content across 

multiple industries and is well-positioned to benefit from the long-term structural drivers in the cycle. 
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Outlook and Strategy 
 

From a macro perspective, things (ex AI) are challenging almost everywhere. US/Iran is forcing up inflation 

expectations and lowering any chance of interest rate cuts. Even with a heavily stimulated US, we are seeing quite 

weak consumer behaviour, and with the mid-term US elections coming up in Q3/Q4, there is a desperation to resolve 

the Iranian conflict which favours the Iranians taking longer to agree to a “deal”. This could mean we will start to see 

product shortages and much higher input prices which will now hit a weaker consumer unlike in 2022. 

 

The clearest risk is from the incredibly bullish sentiment in the stock market, driven by AI winners causing substantial 

crowding into the Technology sector that is hard to navigate from a valuation starting point. The positive of AI is the 

numbers are extraordinary and the use cases are finally coming through, adding substance to the spending which is 

likely at this point to last for longer. This is stimulative to the broader economy even if the winners are harder to select 

due to the volatility in the market. 

 

We are much more overweight the persistent winners in AI than the short-term winners and whilst we share any 

frustration here it means our confidence in forward performance is much higher. Things like power infrastructure are 

an inevitability at this point and these investments should pay off handsomely for the Fund. 
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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    

 

All data are sourced from Bloomberg and Allianz Global Investors as of 31 May 2026 unless otherwise stated. 
 
*Magnificent Seven refers to a group of US stocks which includes Alphabet, Amazon, Apple, Meta Platforms, Microsoft, Nvidia, and Tesla.. 

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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