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FUND CURRENCY Eagle Funding Luxco Sarl 5.5% 17/08/2030 0.36%
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DOMICILE American Express Co 5.043% VRN 01/05/2034 0.33%
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Fund Description

The AIA Dynamic Income Fund seeks to provide regular target income and total return over the long term by investing in variety of income generating 
asset classes including but not limited to fixed income securities, equities, covered call options and collective investments . Indirect exposure to these 
asset classes will be achieved primarily through investments in units or shares of the Collective Investment Schemes established by AIA including AIA 
Investment Funds that are managed either by AIA Investment Management or reputable third-party investment managers with proven track records 
and a disciplined systematic security selection approach to deliver long-term capital growth.

Historical Performance1

1 Returns are net of fees. Past performance is not indicative of future returns
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Key Figures and Statistics

Fund Allocation

Equities
47.38%

Fixed Income
50.91%

Cash
1.71%
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Readership: This document is intended solely for the addressee(s). Its content may be legally privileged and/or confidential. This material is only valid if distributed in the Philippines.
Opinions: Any opinions expressed in this document may be subject to change without notice. We are not soliciting or recommending any action based on this material.
Risk Warning: Past performance is not indicative of future results. Our investment management services relate to a variety of investments, each of which can fluctuate in value.
The value of portfolios we manage may fall as well as rise, and the investor may not get back the full amount originally invested. The investment risk vary between different types of instruments. For example, for portfolios denominated in foreign currencies,
changes in the rate of exchange may cause the value of investments, and consequently the value of the portfolio, to increase or decrease. In the case of a higher portfolio volatility, the realized loss upon redemption may be high, as the investment's value may
decline substantially.
In making an investment decision, prospective investors must rely on their own examination of the merits and risks involved. Unless otherwise noted, all information contained herein is sourced from AIA Philippines Group internal data. The content included
herein has been shared with various in-house departments within the member companies of AIA Group, in the ordinary course of completion. All AIA Philippines Group member companies comply with the confidentiality requirements of their respective
jurisdictions. Parts of this presentation may be based on information received from sources we consider reliable.
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Commentary:

Macro Review

The U.S. economy remained resilient in the face of tariff uncertainties. Advance estimates released by the U.S. Bureau of Eco nomic Analysis indicated 
that US real GDP increased at an annualised rate of 3.0% quarter-on-quarter (QoQ) in Q2 2025, recovering from a contraction of 0.5% QoQ 
(annualised) in Q1 2025. Compared to the first quarter, the rebound in real GDP during Q2 2025 was mainly driven by a sharp d ecline in imports and 
a pickup in consumer spending, though partially offset by contraction in business investment. While exports fell 1.8% QoQ (an nualised), imports 
declined 30.3% QoQ (annualised), reversing the 37.9% QoQ (annualised) surge seen in Q1 2025. Consumer spending rose 1.4% QoQ (annualised) 
supported by gains in both services and goods. Within services, key contributors included health care, food services, and fin ancial services. For 
goods, growth was led by motor vehicles. Although consumer spending improved from the 0.5% QoQ (annualised) growth in the pre vious quarter, it 
marked the softest consecutive growth since the pandemic. 

The US labour market slowed in July 2025. Nonfarm payrolls came in at +73k for the month, missing consensus expectations. The unemployment 
rate edged up to 4.2%, in line with the median forecast. May and June 2025 nonfarm payroll totals were revised down sharply, with a combined 258k 
jobs deducted from previously reported figures. This significantly changed the trend as the three -month average payroll gain dropped from 150k to 
35k after the July release. July job gains were concentrated in the private education and healthcare sector. Meanwhile, manuf acturing payrolls fell 
for the third straight month, bringing employment in the sector to its lowest level in more than three years.

The U.S. ISM Manufacturing PMI declined to 48.0 in July 2025, down from 49.0 in June 2025, marking the fifth consecutive mont h of contraction in 
the manufacturing sector. The overall drop was primarily driven by weaker supplier deliveries and employment, both of which f ell into 
contractionary territory. Panellists noted that headcount management remains the norm, with hiring activity subdued. The U.S. ISM Services PMI 
edged down to 50.1 in July 2025, from 50.8 in June 2025. This marked the 12th expansionary reading in the past 13 months, tho ugh the pace of 
growth continues to slow. Among the subcomponents, the new orders index remained in expansionary territory, but declined by 1 percentage point 
from June 2025, reflecting softer demand and delayed planning amid tariff uncertainty. The employment index fell further into contraction to 46.4, 
its lowest level since March 2025. Respondents cited recruitment challenges and cost pressures as key reasons for subdued hir ing.

Citi’s Economic Surprise Index ended July 2025 in positive territory, indicating that economic releases for the month general ly surprised to the 
upside. For example, headline CPI in the U.S. rose by 0.2% month-on-month (MoM), meeting forecasts and reflecting a slowdown from June. This 
moderation was largely driven by a decline in gasoline prices. On a year -on-year (YoY) basis, headline CPI held steady at 2.7%, slightly below 
consensus expectations of 2.8%. Meanwhile, core CPI, which excludes food and energy, exceeded forecasts at a 3.1% increase Yo Y, the highest since 
February. This was driven by a sharp rise in airline fares, as well as medical care services. At the July 2025 meeting, the F ederal Open Market 
Committee voted to keep the federal funds rate unchanged at 4.25% to 4.50%, citing a slowdown in economic activity and ongoin g inflationary 
pressures. 

In the Eurozone, the Citi Economic Surprise Index for the Eurozone continued to increase in July 2025. While the HCOB Eurozon e Manufacturing PMI 
extended its stretch in contractionary territory for the last 3 years, it rose slightly to 49.8, marking the slowest contract ion in the sector since July 
2022. Output continued to grow modestly, while new orders remained weak due to subdued export demand. Meanwhile, the HCOB Eur ozone 
Services PMI increased to 51.0, up from 50.5 in June 2025, indicating the fastest growth in the service sector output since M arch 2025. While new 
business for Eurozone service firms remained flat, employment rose at a mild pace, and input cost inflation eased to its lowe st rate since October 
2024. 

On the inflation front, headline HICP inflation held steady at 2.0% YoY, in-line with the European Central Bank’s (ECB) target. Food and services 
inflation remained elevated, while energy prices continued to decline. In terms of monetary policy, the ECB left its key depo sit rate unchanged at 
2.0%. The ECB affirmed that inflation is broadly in line with its medium-term outlook, and price pressures are easing. 

China’s economy showed mixed signals in July 2025. Citi’s Economic Surprise Index for China decreased over the month and ende d almost flat. The 
official manufacturing PMI fell to 49.3, marking the fourth consecutive month of contraction. Sub -indices for new orders and employment declined, 
reflecting sluggish activity amid trade tensions. Meanwhile, the official non -manufacturing PMI edged down to 50.1, from 50.5 in June 2025, though 
remaining above the expansion threshold. While the services sub-index held steady at 50.0, construction activity slowed notably, reflecting ongoing 
stress in the property sector.

On the inflation front, headline CPI was flat YoY, compared to 0.1% YoY increase in June 2025, underscoring weak domestic dem and. However, CPI 
rose 0.4% MoM, exceeding expectations and reversing the previous month’s decline. Meanwhile, producer prices (PPI) fell 3.6% YoY, missing 
economists’ forecast of a 3.3% decline. This marked the 34th consecutive month of deflation, with overcapacity, trade uncerta inty, and extreme 
weather contributing to persistent price pressures.
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weather contributing to persistent price pressures.

Market Review

Global equities continued to rally in July 2025 building on the rally in the second quarter of 2025. Across the major geograp hic regions in USD terms, 
Asia equities led, while India equities lagged in July 2025. For the month ending July 2025, Information Technology, Energy a nd Utilities led while 
Consumer Staples, Materials and Health Care lagged. For July 2025, in terms of investment styles, Growth led while Minimum Vo latility lagged. 

The fixed income markets had mixed returns in July 2025. US investment grade corporate bonds and US high yield corporate bond s delivered positive 
returns, however US treasuries fell in July 2025. US 10-year yield increased in July 2025, reversing a significant part of the decline in the 10-year yield 
that was experienced in June 2025. US high yield and US investment grade credit spreads both tightened in July 2025, with hig h yield credit spread 
tightening more than investment grade credit spread.

Broad commodities markets were down in July 2025. Gold as well as Copper were down in July 2025, while Oil posted a positive return. The US Dollar 
appreciated against both DM currencies and Asia currencies in July 2025.

Portfolio Review

• The fund delivered positive PHP returns for the month of Jul 2025.

• In terms of currency movements, USD appreciated against the PHP for the month.

• In terms of absolute performance for the month of Jul 2025, AIA Equity Income Fund, AIA Diversified Fixed Income Fund and A IA High Yield Bond 
Fund delivered positive USD returns.

• In terms of relative performance for the month of Jul 2025, AIA Equity Income Fund, AIA Diversified Fixed Income Fund and A IA High Yield Bond 
Fund outperformed their respective benchmarks.

Outlook 

We are moderately constructive on the outlook for risk assets over the medium term. Peak tariff concerns could be behind us, though policy 
uncertainty remains a risk factor. The US economy remains resilient, Chinese policy makers have pivoted to defend growth, and Europe and Japan 
are likely to pursue fiscal stimulus. US earnings season has been strong thus far, with earnings surprising to the upside. Wh ile investor sentiment is 
constructive, equity positioning remains below historical norms.

With President Trump at the helm, policy uncertainty is likely to remain elevated and there could be bouts of volatility as m arket participants react to 
policy measures announced by the US administration. Stewardship via active management and disciplined risk management is key to navigate the 
ever-evolving investment landscape.
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