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22 Jul 2019

Allianz Global Investors (AGI)
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PHP 2.25 Billion
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Initial NAVPU
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Lowest NAVPU (03.24.2020)

Pricing / Valuation

Risk Classification

The Fund is suitable for investors with a

moderately aggressive profile or for those who

take medium to long - term views. As a marked

-to-market Fund, its net asset value and total

return may fall or rise as a result of interest rate

movements and stock price movements. On

redemption of units, a policyholder may receive

an amount less than the original amount

invested. Prior to investment in the Fund, the

policyholder shall undergo a client suitability

assessment procedure to determine whether

the Fund is appropriate for him considering his

investment objective, risk tolerance,

preferences and experience.

MarketCommentary

It was a volatile month for global equities,

although many markets closed March slightly

higher. Shares fell sharply mid-month as the

collapse of Silicon Valley Bank (SVB) triggered

broader concern about the global banking

system. As the uncertainty spread to Europe,

Swiss investment bank Credit Suisse was forced

into an emergency merger with rival UBS.

Despite this, global stocks staged a late-month

recovery as further falls in headline inflation rates

boosted hopes that central banks would adopt a

moreaccommodativemonetarypolicy.

Robust Chinese economic data also contributed

to the positive tone at month-end. In general,

data showed that economic activity was

accelerating. And while headline inflation rates

remained on a downward path, core inflation

proved far stickier. Central banks remained

hawkish and continued to hike rates, although

the banking crisis muddied the outlook as

policymakers waited to see the impact of tighter

lendingconditionson confidenceandgrowth.

At a sector level, it was a strong month for

Information Technology and Telecommunication

Services. Utilities and Consumer Staples also

performed well, with the prospect of lower

interest rates serving to boost both higher growth

names and bond proxies. The weakest sector

was Financials, as fears of contagion sparked

memories of a “Lehman moment”. Real Estate

and Energy also lagged, while overall value

stocks underperformedgrowth.

The Japanese yen, which is often seen as being a

safe haven during times of uncertainty,

appreciated. The US dollar fell on speculation the

US Federal Reserve (Fed) was close to its

terminal rate. The British pound and euro also

strengthened against the US dollar. An

unexpected rise in UK inflation boosted the

prospects of the Bank of England (BoE)

continuing to raise rates, while the euro

benefitted from data showing a pick-up in

eurozoneeconomicactivity.

Commodity prices were mixed. Oil and natural

gas prices continued to decline. In contrast,

precious metals prices rallied. Gold, in particular,

benefitted from its safe haven status given the

uncertainty in the banking sector. Industrial

metals prices, such as copper, closed the month

little changed.

MarketOutlook

At the time of writing, investors appear to have

made peace with the banking sector’s temporary

crisis of confidence. Themismatch between SVB’s

liabilities and assets has not spiralled into a

systemic risk. Equally, Credit Suisse has been all

but underwritten by the Swiss government via

UBS. However, the episode neatly highlights how

protracted the process of adjusting to rapidly

rising interest rates can be across the global

economy.

In a period of monetary policy adjustment, the

financial sector becomes the primary mechanism

of transmission. Yet the consequences are

typically felt with a lag of between four to six

quarters. With banks only recently feeling the

stress, there is reason to believe other industries

and consumers have yet to feel the full effect of

moneyonceagain havinga cost.

Softer economic data has combined with easing

softer inflation numbers. In the US, the consumer

price index (CPI) for March rose 5% year-on-year,

easing to its lowest level in nearly two years.

Recent financial stress has further reduced banks’

willingness to lend. As a result, market

participants now expect the Fed to start cutting

interest rates as early as September, with a peak

of 5% in June.

Yet with core CPI (which strips out volatile energy

and food costs) rising 5.6%, there is reason to

believe that price pressures for some goods and

services will remain elevated. Central banks thus

continue to face the difficult task of determining a

policy stance that is sufficiently restrictive to

lower inflation, yet not so high as to risk financial

stability. While the market views an error to the

dovish side as most likely, policymakers may take

the view that recession and significant damage

to labour markets is the necessary price to pay to

mitigate cyclical inflation.

Investment Objective

To achieve long term capital growth by investing 

in global equity markets of developed countries 

with a focus on sustainable practices (namely, 

business practices which are environmentally 

friendly and socially responsible).
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IMPORTANT NOTICE:

This document is for information purposes only. This does not constitute an offer or a solicitation to buy or
sell any investment referred to in this document. The information in this publication is based on carefully
selected sources believed to be reliable but we do not make any representation as to its accuracy or
completeness. Any opinions herein reflected are good as of this date but may be subject to change without
prior notice. Investment or participation in the Fund is subject to risk and possible loss of principal, and is
not insured by the Philippine Deposit Insurance Corporation (PDIC). Losses, if any, shall be for the account
and risk of the Trustor/Participant. Past performance is not indicative of future performance.

Since Inception 5 Years (YoY)3 Years (YoY)1 Year (YoY)Year To DatePerformance History

28.13%N/A43.62%-9.80%6.81%Absolute

6.95%N/A12.83%-9.80%N/AAnnualized

Portfolio Analysis
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