23 June 2010

Allianz Global Investors dismiss concerns over emerging markets inflation 
Allianz Global Investors provide an update on the BRIC markets, highlighting strong consumer demand and growth in the financial sector as two of the current drivers of returns in the region, whilst dismissing concerns around inflation. 

Guido Stiel, Asian Equities expert within the award-winning Allianz RCM BRIC Stars team, comments:
Inflation
“The export numbers for China are rising, with growth in May at 48.5% year on year. The Chinese government is aware of the threat of inflation and is taking action to combat it. For example we are likely to see a wage increase of only 7% to 8% this year, much lower than the average of 15%. Government policy is therefore good for the consumer and good for consumption, fuelling the increasing domestic demand trend we are seeing. We do not think that inflation is a huge threat as we expect good productivity gains. There is still huge over capacity in almost all the sectors in China which is pressuring margins and prices.

“With regard to rising property prices in China, the government is doing the right thing by focusing on the speculators who want to buy second, third and even fourth homes in large cities such as Beijing and Shanghai. In second and third tier cities, we see the exact opposite, and demand comes from first time buyers because there is still a lot of city migration creating a need for homes. Prices in these cities are manageable and first time buyers are able to buy. 

“There was some concern about India’s inflation, however this has started to ease off. Our thinking is that until the end of the year we will see one or two slight increases in the interest rate from the central bank in India. We remain confident that we will see a GDP growth rate of around 7% to 8% in India. 

Domestic demand is still prevalent 

“Looking at recent performance, it is interesting to see that whenever emerging markets become shaky, China tends to outperform, largely because of the two dominant sectors: telecoms and banking. We are overweight in China Mobile because they have continued strong performance. In the banking sector, we are at a point where capital raising in the West is purely about surviving, whereas in China it means going for growth and we are therefore overweight in this sector as well.

“Brazil is also showing strong domestic demand and continues to grow. We hold several stocks which focus on this trend including Anhanguera, Banco Bradesco, and Banco Itau, which are all good consumer plays, as well as Localiza, a car rental company. Likewise, we are interested in Brazil’s commodities and large caps. Although commodity prices came down slightly, we believe that in the long run, this is a sector that we need to be in.

“Turning to India, we are positioned strongly in the banking sector as it is a good proposition for the consumer story. On the more defensive side, we are invested in healthcare stocks, for example Dr Reddy’s, Piramal Healthcare and Infosys, which benefits from the outsourcing trend. Infosys in particular is one of the best managed outsourcing companies not only in India but in the emerging markets world and is a core holding for us.”

Fact file: Allianz RCM BRIC Stars Fund

Investment remit

The Fund’s aim is to achieve long-term capital growth by investing predominantly in the equity markets of Brazil, Russia, India and China. Up to one third of the Fund’s assets may be invested outside the BRIC countries including developed countries and/or other emerging markets.

· Launch date: 24th February 2006

· Managed by: Michael Konstantinov, RCM (since launch)

· Benchmark: 25% MSCI Brazil, 25% MSCI Russia, 25% MSCI India, 25% MSCI China, Total return net rebased annually

· Structure: UK-registered OEIC


-Ends-

For more information:

Nick Smith, Managing Director, Allianz Global Investors Europe, Phone 020 7065 1519

Amy Butler, Lansons Communications, Phone 020 7566 9709

Harshna Brahmbhatt, Lansons Communications, Phone 020 7294 3610

Notes to Editors:
Past performance is not a reliable indicator of future performance. You should not make any assumptions on the future on the basis of performance information.  The value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations and you may not get back the amount originally invested. The information contained herein including any expression of opinion is for information purposes only and is given on the understanding that it is not a recommendation and anyone who acts on it, or changes their opinion thereon, does so entirely at their own risk. The opinions expressed are based on information which we believe to be accurate and reliable, however, these opinions may change without notice.

Photographs:
High-resolution photographs of our fund managers and spokespeople are available to download here:

http://www.allianzglobalinvestors.co.uk/EN/ABOUTUS/MEDIACENTRE/FUNDMANAGER/Pages/default.aspx
Awards:

· Money Observer Fund awards 2009, Allianz Global Investors winner Highly Commended Smaller Group in recognition of consistently superior risk-adjusted performance. 

·             Allianz RCM BRIC Stars Fund awarded an ‘A’ rating from OBSR July 2009. 

·             Awarded Best Emerging Markets Group by Professional Adviser magazine, 2008.

About Allianz Global Investors

Allianz Global Investors AG (AllianzGI), a subsidiary of Allianz SE, is a management holding company for a network of investment specialists in the most important institutional and retail markets around the world. Through PIMCO, RCM, Oppenheimer Capital, NFJ, Nicholas-Applegate and several other specialist firms, AllianzGI offers its clients a broad variety of investment competencies, covering all equity and fixed income investment styles as well as balanced products and alternative investments. With 1,178 billion Euro Assets under Management (31/12/2009), AllianzGI ranks among the top investment management companies worldwide. Through its network of approximately 4,750 employees around the globe, including more than 1000 investment professionals, AllianzGI is able to leverage local expertise and market knowledge to its clients all over the world.
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