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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 January 
 
January delivered relentless geopolitical drama from Maduro’s removal to the federal probe on Jerome Powell, but 

markets mostly shrugged off the volatility at the index level. Only Trump’s unexpected turn towards acquiring Greenland 

jolted equities and the dollar before Europe pushed back and the idea was dropped. Amid the noise, US data surprised 

positively: inflation stayed low, gross domestic product (GDP) beat expectations, and the US Federal Reserve (Fed) held 

steady. Precious metals surged to historic highs before plunging after Kevin Warsh was named the next Fed chair and 

cyclical real asset companies saw their share prices appreciate significantly. 

 

On a regional basis, Japanese stocks finished in front as hopes for pre-election stimulus bolstered sentiment. European 

stocks were next, while the US finished further behind. Emerging markets outpaced their developed market peers, helped 

by a weak US dollar. 

 

At sector level, all sectors generated positive returns in January. Energy was the strongest performer, while Materials and 

Industrials also posted solid gains. When looking at industry group level, we saw significant declines in software and 

services (13% in EUR), where the Fund held an overweight position on the basis that these stocks were going to be eventual 

artificial intelligence (AI) beneficiaries. 
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Portfolio Review  
 

Software stocks suffered in January. Stock selection in the Information Technology (IT) sector hindered performance over 

the month with a workflow automation software company, a financial and tax software company and Microsoft* all 

underperforming as software companies lagged on fears of competitive displacement from AI and concerns that IT 

budgets are shifting away from traditional software licenses to fund expensive AI infrastructure. 

 

Whilst we have heavily adjusted the portfolio over the last 12 months to position ourselves among the winners, we do think 

the market was in panic selling mode in January. Investors took to a broad, indiscriminate basket selling of application 

software segments to reduce their exposure. This has amplified our underperformance in the month. 

 

Whilst the Fund has had a very long-held overweight position in both software and financial services, we now have 

underweight positions in these areas (at the time of writing), as we do expect AI model releases to increasingly target these 

business models. For now, we have more compelling ideas outside of the group. 

 

We have also moved to reduce our quality bias – where it makes sense from a bottom-up perspective – and have moved 

swiftly to react to the AI disruption basket which is changing at a very rapid frequency. 

 

We sold a real estate tech brokerage and a semiconductor materials supplier and initiated positions in a sports retailer 

delivering strong growth for the sector, and an industrial company exposed to data centre build. 

 
 
Outlook and Strategy 
 

From the recent nomination of Kevin Warsh to the uncertain trajectory of the AI trade and the strong moves in precious 

metals, there are numerous factors that could keep investors on the sidelines, even before considering geopolitical 

developments. 

 

In the coming weeks, we will need to closely monitor corporate updates and their impact to earnings revisions, with 

developments in the AI sector particularly worth watching. These are fragile markets and we are convinced our balanced 

approach will pay off rather than the current focus on the most speculative assets. 

 

After a hectic January, it is hard to imagine February slowing down. There are plenty of unknowns ahead, with tensions in 

Iran continuing to escalate. Speculation has intensified over the possibility of military action involving the US, Iran and 

Israel, adding to market volatility. Then, there is the imminent decision on the legality of the tariffs and the administration’s 

response. 

 

The Fund has a slight overweight positioning in the AI winners group with the remainder being relatively defensive 

prioritising stable earnings and returns in the current environment of economic uncertainty. 

 

The Magnificent 7* companies are spending record levels of capital expenditure (capex) and will need to show a return 

on this spend shortly. They also running the risk that there simply is not enough power to satisfy the expectations of the 

market, and this will be interesting during 2026. The recent narrative is that demand still outweighs supply, but this is 

coming to the point where more questions are being asked about sustaining this level of performance. Power is becoming 

political in this critical mid-term election year, and we expect to see further volatility. 

 

We continue to find attractive valuations and investment cases that will work well when the market rotates away from its 

narrow leadership. 
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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    

 

All data are sourced from Bloomberg and Allianz Global Investors as of 31 January 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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