
ALLIANZ GLOBAL OPPORTUNISTIC BOND FEBRUARY 2024 

 

 

INFORMATION FOR FUND DISTRIBUTORS AND INSTITUTIONAL INVESTORS ONLY.  

This is a marketing communication. Please refer to the prospectus of the Fund and to the Key Information 

Document before making any final investment decisions. 

Monthly commentary 

Summary 

• US activity continued to surprise to the upside in February, pushing yield curves flatter, and bond yields higher.  

• The market activity caused a negative return for the strategy in the month, as rising yields and flatter curves weighed 

on our interest rate exposure. 

• Looking ahead, divergent economic trajectories going into a global rate cutting cycle present increased opportunities 

for cross-market relative value strategies while insufficiently priced term premia favour long-end curve steepeners – an 

environment in which the strategy is positioned to deliver attractive total returns. 

 

Performance analysis 

In February, government bond yields rose as US activity, especially in the labour market, continued to surprise to the 

upside.  A host of US Federal Reserve policymakers also highlighted the risks of moving too quickly on easing policy, 

citing the need for further evidence of a sustained disinflation trend. Market pricing for Fed rate cuts in 2024 reversed 

from the 150bp of cuts priced at the beginning of the year towards the Fed's dot plot projections which are closer to three 

cuts this year. Both 2-year and 10-year US Treasury yields rose sharply, ending the month at 4.62% (up 41bp) and 4.25% 

(up 34bp), respectively.  

In the Euro area, Q4 GDP data suggested that economic activity in the region remained stagnant, especially in Germany, 

although survey data did suggest that the peripheral economies continued to outperform the core. ECB President 

Lagarde cautioned against making a hasty decision on rate cuts and pointed to wage growth as an increasingly 

important inflation driver. 10-year Bund yields ended the month at 2.41%, up 25bp; the 10-year Italian BTP spread to 

Bunds tightened to 143bp, around 2-year lows. In the UK, despite an economy sliding into a technical recession at the 

end of 2023 and lower than expected CPI inflation at 4% y/y, 10-year Gilt yields still ended the month at 4.12%, 33bp 

higher. Japanese real activity at the end of 2023 also surprised to the downside, but with core CPI inflation still coming in 

higher than expected, Bank of Japan policymakers continued to hint that the era of negative interest rates and the yield 

curve control policy are close to coming to an end. 2-year JGB yields rose to 17bp, their highest levels since 2011, 

although the JPY still ended the month 2.4% lower versus the USD. Meanwhile, in China, authorities continued to ease 

monetary policy in response to anaemic economic activity and deflationary pressures; CPI inflation declined by 0.8% y/y – 

the weakest reading since the global financial crisis. 5-year CGB yields fell to 2.22%, their lowest levels since the start of 

the COVID pandemic. 
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Investment strategy and activity 

The continuing reset higher in global yields was a challenge for our long duration basket. Prior to the release of the US 

labour market data in the first week of the month, we decided to trim back our global duration footprint following the 

move lower in yields ahead of the US payrolls print. The team decided to reduce in half our long Australian duration 

position, taking profit on a 38bp compression in 10-year yields since building the position in September. We maintain a 

long duration bias via US treasuries, Australia, New Zealand, Norway, and Brazil. 

Our global curve steepener theme detracted from performance. The 10s30s curve steepener in Germany and 7s30s 

steepener in the US detracted as better than expected data on both sides of the Atlantic caused markets to delay rate cut 

expectations to the beginning of the summer, causing a re-flattening of both yield curves. Meanwhile, our relative value 

trade to be long 30y UK Gilts vs. German Bunds added value over the month. 

In FX markets, the strong US data lifted the US dollar, especially during the first half of the month. We decided to use this 

opportunity to take profits on our long USD vs. EUR position. Elsewhere, our long Norwegian Krone vs British Pound, 

traded broadly sideways in the month, with a marginal drag to performance. 

Meanwhile, the Japanese yen, weakened over the month as global rates were priced higher. This challenged our long 

JPY position, structured versus both EUR and USD, which also detracted at the margin. 

Over the month, the team added a new relative value FX trade to the strategy. Strong labour market data in New 

Zealand led markets to price in another rate hike by the RBNZ, while the RBA was priced to begin a rate cutting cycle by 

mid-year. With the AUDNZD FX cross moving towards the lower end of its one-year range, we used this opportunity to 

open a long position in AUD against NZD on the expectation of policy convergence between the two markets. At the end 

of the month, the RBNZ held constant its policy rate and was less hawkish than expected; the trade contributed to 

performance over the month.  

We also added to our long INR against EUR position as we expect the Reserve Bank of India to keep tight management 

on currency volatility through 2024 which makes for a good environment to earn carry. Indian real GDP growth is 

projected to be 6.3% in 2024 and is showing some of the strongest cyclical momentum globally. Given India’s strong GDP 

growth, the RBI is less concerned about the effects of tighter monetary conditions on growth, while it is committed to 

managing liquidity and financial stability, including supporting the INR. 

Credit spreads continued to tighten, with average global corporate spreads tightening 4bp. The strategy retains a 

modest long exposure to Corporates, with selection focused on Financials, non-cyclical Industrials and US regulated 

Utilities, which added value in February.  The team also increased exposure to a long position to US mortgage spreads to 

profit from the increased carry versus Treasuries.  

Looking ahead, firm US economic data appears to confirm hopes of a US soft landing in 2024, but growth prospects in 

the rest of the world are far more subdued. Central banks are still signalling a bias to cut interest rates this year, even 

though the timing of the cuts have been pushed back given that central banks still need convincing that inflation is 

moving sustainably towards their inflation targets. We believe that the macro and policy backdrop favours yield curve 

steepeners and presents a constructive backdrop for sovereign relative value strategies in the months ahead. 
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Investing involves risk. The value of an investment and the income from it may fall as well as rise and investors might not get back the full amount 

invested. Investing in fixed income instruments 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 positions with respect to short-

term fixed income instruments) are generally expected to decline. Conversely, during periods of declining interest rates, the values of these instruments 

are generally expected to rise. Liquidity risk may possibly delay or prevent account withdrawals or redemptions. Allianz Global Opportunistic Bond is a 

sub-fund of Allianz Global Investors Fund SICAV, an open-ended investment company with variable share capital organised under the laws of 

Luxembourg. The value of the units/shares which belong to the Unit/Share Classes of the Sub-Fund that are not denominated in the base currency may 

be subject to an increased volatility. The volatility of other Unit/Share Classes may be different and possibly higher. Past performance does not predict 

future returns. If the currency in which the past performance is displayed differs from the currency of the country in which the investor resides, then the 

investor should be aware that due to the exchange rate fluctuations the performance shown may be higher or lower if converted into the investor’s 

local currency. This is for information only and not to be construed as a solicitation or an invitation to make an offer, to conclude a contract, or to buy or 

sell any securities. The products or securities described herein may not be available for sale in all jurisdictions or to certain categories of investors. This is 

for distribution only as permitted by applicable law and in particular not available to residents and/or nationals of the USA. The investment 

opportunities described herein do not take into account the specific investment objectives, financial situation, knowledge, experience or specific needs 

of any particular person and are not guaranteed. The Management Company may decide to terminate the arrangements made for the marketing of its 

collective investment undertakings in accordance with applicable de-notification regulation. The views and opinions expressed herein, which are 

subject to change without notice, are those of the issuer companies at the time of publication. The data used is derived from various sources, and 

assumed to be correct and reliable at the time of publication. The conditions of any underlying offer or contract that may have been, or will be, made or 

concluded, shall prevail. The duplication, publication, or transmission of the contents, irrespective of the form, is not permitted; except for the case of 

explicit permission by Allianz Global Investors GmbH.  

 

For investors in Europe (excluding Switzerland & the United Kingdom) 

For a free copy of the sales prospectus, incorporation documents, daily fund prices, Key Information Document, latest annual and semi-annual financial 

reports, contact the management company Allianz Global Investors GmbH in the fund’s country of domicile, Luxembourg, or the issuer at the address 

indicated below or www.allianzgi-regulatory.eu. Austrian investors may also contact the Austrian information agent Erste Bank der österreichischen 

Sparkassen AG, Am Belvedere 1, AT-1100 Vienna. Please read these documents, which are solely binding, carefully before investing. This is a marketing 

communication issued by Allianz Global Investors GmbH, www.allianzgi.com, an investment company with limited liability, incorporated in Germany, 

with its registered office at Bockenheimer Landstrasse 42-44, 60323 Frankfurt/M, registered with the local court Frankfurt/M under HRB 9340, 

authorised by Bundesanstalt für Finanzdienstleistungsaufsicht (www.bafin.de). Allianz Global Investors GmbH has established branches in France, 

Italy, Spain, Luxembourg, Sweden, Belgium  and the Netherlands. Contact details and information on the local regulation are available here 

(www.allianzgi.com/Info). The Summary of Investor Rights is available in English, French, German, Italian and Spanish at 

https://regulatory.allianzgi.com/en/investors-rights. 

 

For investors in Switzerland 

For a free copy of the sales prospectus, incorporation documents, daily fund prices, Key Information Document, latest annual and semi-annual financial 

reports, contact the management company Allianz Global Investors GmbH in the fund’s country of domicile, Luxembourg, the Swiss funds’ 

representative and paying agent BNP Paribas Securities Services, Paris, Zurich branch, Selnaustrasse 16, CH-8002 Zürich or the editor either 

electronically or by mail at the given address or regulatory.allianzgi.com. Please read these documents, which are solely binding, carefully before 

investing. This is a marketing communication issued by Allianz Global Investors (Schweiz) AG, a 100% subsidiary of Allianz Global Investors GmbH. The 

Summary of Investor Rights is available in English, French, German, Italian and Spanish at https://regulatory.allianzgi.com/en/investors-rights. 

 

For investors in the United Kingdom 

For a free copy of the sales prospectus, incorporation documents, daily fund prices, Key Investor Information Document, latest annual and semi-annual 

financial reports, contact the issuer at the address indicated below or regulatory.allianzgi.com. Please read these documents, which are solely binding, 

carefully before investing. This is a marketing communication issued by Allianz Global Investors UK Limited, 199 Bishopsgate, London, EC2M 3TY, 

www.allianzglobalinvestors.co.uk.  Allianz Global Investors UK Limited, company number 11516839, is authorised and regulated by the Financial 

Conduct Authority.  Details about the extent of our regulation are available from us on request and on the Financial Conduct Authority's website 

(www.fca.org.uk). The duplication, publication, or transmission of the contents, irrespective of the form, is not permitted; except for the case of explicit 

permission by Allianz Global Investors UK Limited. 

 

February 2024 

Opportunities 

+ Interest income on bonds, capital gains opportunities 

on declining interest rates. 

+ Addition of high-yield and emerging-market bonds 

increases return potential. 

+ Currency gains against investor currency possible. 

+ Broad diversification across numerous securities. 

+ Prospect of extra returns through single security 

analysis and active management. 

Risks 

– Interest rates vary, bonds suffer price declines on 

rising interest rates. The volatility of the fund unit 

price may be increased. 

– Addition of high-yield and emerging-market bonds 

increases risk of volatility and losses, considerably. 

– Currency losses against investor currency possible 

– Limited participation in the return potential of single 

securities. 

– Success of single security analysis and active 

management not guaranteed.

 


