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Five-year anniversary: How Best
Styles SRI successfully navigated
challenging markets

The past five years have been
nothing short of extraordinary.
We've faced a series of
unprecedented events, beginning
with the COVID-19 pandemic,
followed by one of the fastest
economic recoveries on record,
and one of the sharpest interest
rate hikes in U.S. history. While
the Federal Reserve has recently
shifted into a rate-cutting cycle,
market concentration remains
elevated, driven by the dominance
of the “Magnificent 7” tech giants.
In Europe, the geopolitical crisis
triggered by Russia’s invasion

of Ukraine over two years ago
continues to unfold.

In the face of such unpredictable
and challenging circumstances,
each of the Best Styles SRI mutual
funds — Global, Europe, and
Emerging Markets — has not only
outperformed their respective
benchmark, but also comfortably
surpassed their Morningstar peer

group, see Exhibit 1 for Best Styles
Global Equity SRI as an example.

As we mark the fifth anniversary of
the Best Styles SRI mutual fund family,
now is a good moment to reflect on
this journey. Let’s take a closer look at
the key factors behind our success.

Exhibit 1: Best Styles Global Equity SRI vs. Morningstar peer group
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How our multi-factor
strategy thrived in
changing markets

At its core, the Best Styles SRI
strategies follow a systematic
multi-factor approach, blending
five investment styles with

rigorous risk management and
diversification, partnered with a
stringent sustainability strategy.
Developed from extensive research,
the Systematic Equity team
introduced its multi-factor strategy
in 1999, with the name “Best Styles”
referring to the factors, also known
as “styles”. The strategy actively

allocates to the five factors we have
identified as most likely to deliver
excess returns: Value, Momentum,
Revisions, Growth, and Quality -
captured through proprietary factor
definitions. Our goal is to capture the
outperformance potential of these
factors while delivering consistent
performance across market cycles.

Exhibit 2: Our five long-term successful investment styles
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Source: Allianz Global Investors, 2024. This is for illustrative purposes only.

As Exhibit 2 shows, all five factors
have historically provided positive
excess returns, although each faced
periods of volatility and drawdowns.
Notably, the Value factor, a

contrarian style, often exhibits a
negative correlation with Momentum
during times of significant market
stress — such as the dot-com bubble,
the global financial crisis, and the

COVID-19 crash. Combining factors
in an optimally diversified portfolio
can therefore help mitigate the
drawdowns of individual factors and
provide more stable active returns.

Exhibit 3: Simulated relative performance of investment styles for MSCI World universe
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Risk management is another pivotal
component of the Best Styles strategy.
Tilting towards our factors and
implementing a credible sustainability
approach can introduce undesirable
risks, such as active exposures to
macroeconomic factors, sectors, or
market beta, that we believe do not
provide long-term rewards. Using

a systematic approach to portfolio
construction, we manage and
mitigate these unrewarded risks.

Holistic integration of
sustainability requirements
in three steps

Sustainable investing gained
significant traction about a decade
ago, evolving from niche ethical
considerations to a core element

in investment decisions. With the
inherent flexibility of the Best Styles
approach and in collaboration

with a client, the Systematic Equity
team began integrating ESG
considerations into the Best Styles
strategy as early as 2014. As ESG
became increasingly important, we
recognized the need for a fund family
that integrates sophisticated and
comprehensive ESG considerations
— without sacrificing financial return
potential.

Drawing on over 20 years of multi-
factor expertise and the experience
gained in managing sustainable
mandates, we launched three Best
Styles SRI mutual funds in October
2019. Our approach combines Best-
in-Class selection and exclusionary
screening at the security level

with the integration of additional
sustainability metrics into portfolio
construction, providing a compelling
solution with attractive sustainability
characteristics.

Best-in-Class selection

The goal of our Best-in-Class
approach is to exclude companies
from the investment universe that
exhibit the weakest ESG practices,
leveraging the proprietary SRI Rating
devised by AllianzGl's Sustainability
Team. Companies are compared
within their sector and region peer
group, and the 20% of the companies
with the weakest rating as well as
companies without a rating are
excluded. To mitigate potential
reputational and financial risks in
weaker peer groups, we also enforce
a minimum absolute rating.

Exclusions

Even companies with satisfactory
ratings might be engaged in
controversial business activities,

therefore, we further employ a
comprehensive range of norms-
and activity-based exclusions.
Norms-based exclusions focus

on the violation of international
norms and standards, such as the
United Nations Global Compact,
while activity-based exclusions
focus on social (e.g., tobacco,
alcohol, gambling, pornography)
and environmental (e.g., coal,
unconventional oil and gas,
genetically modified organisms in
agriculture, nuclear power) areas.

Sustainability Targets

At portfolio-level, the Best Styles
SRI strategies include additional
absolute and relative sustainability
objectives. The aim is to tilt the
portfolio towards sustainability
leaders and attain a noteworthy
decrease in the carbon footprint in
comparison to the broad market
index. For Best Styles Global Equity
SRI, we achieved a 50% reduction

in GHG emissions compared to

the MSCI World index historically.
Moreover, the strategies incorporate
MIFID Il commitments such as
Sustainable Investment Share,
Taxonomy Alignment Share, and the
consideration of Principal Adverse
Indicators.

Additionally, through stewardship
and engagement efforts
collaboratively done with the
AllianzGl Stewardship experts, we
encourage companies to adopt
better ESG practices, which not

only enhances our portfolios’
sustainability profile but also propels
positive change.

Successfully partnering
multi-factor Investing with
sustainability

Integrating sustainability
considerations into portfolios
presents challenges, such as
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reducing the investable universe
and potentially distorting sector

and factor exposures relative to

the benchmark. In the Best Styles
Global Equity SRI strategy, for
example, the investable universe
shrinks from approximately 5,000 to
3,300 stocks due to the Best-in-Class
approach and exclusions. While

this may limit access to companies
that are attractive from a factor
perspective, we can efficiently
identify substitutes with similar factor
and risk profiles and implement the

desired factor exposures with our
sophisticated portfolio construction
and optimization.

Additionally, sustainability
requirements can introduce inherent
factor tilts. Exhibit 4 illustrates
active factor weights of Best Styles
Global Equity SRI and its sustainable
benchmark, the MSCI World
Extended SRI 5% Issuer Capped
Index, compared to the MSCI World
Index. Notably, the sustainable
benchmark underweights the

successful Value, Momentum, and
Revisions factors, which we consider
suboptimal given their positive
return expectations. Moreover,
imbalanced factor exposure may
introduce dependencies on specific
market environments, introducing
volatility to active returns, and
reduce diversification benefits. To
counter this, we actively manage
factor exposures to maintain a
well-diversified portfolio with positive
exposure across all targeted factors.

Exhibit 4: Our Best Styles Global SRI strategy shows significant active exposure towards our five investment styles
compared to its benchmark and the broad market
Illustrative active exposure to investment styles versus MSCI World Index
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Source: MSCI, Allianz Global Investors, 2024. Not independently verified. This is for illustrative purposes only. SRI: Sustainable and Responsible Investing.

A winning team: Best Styles
& SRI

Over the past five years, our Best
Styles SRI funds have proven their
resilience, navigating a market
environment with a series of
exceptional events. By combining
strong sustainability characteristics
with our time-tested multi-factor
investment process, we have
outperformed both — benchmarks
and peer groups. Despite challenges
like the COVID-19 pandemic,

macroeconomic shifts, and
geopolitical tensions, our disciplined
approach has delivered stability and
strong performance across varied
market conditions.

Looking ahead, we are confident
in our strategies’ ability to adapt
to future market dynamics while
maintaining a strong focus on
sustainability. The combination
of our Best-in-Class approach,
comprehensive exclusions, and
sustainability targets continues

to provide a solid foundation for

SRl investing. Additionally, the
Systematic Equity Sustainable
Investment team, led by Patrick
VoBkamp with support from Jennifer
Nerlich and Jonathan Baumert,
manages other successful strategies,
including the SDG Global Equity fund
- an Article 9 fund that advocates the
17 Sustainable Development Goals
(SDGs). We believe that as we move
forward, we are well-positioned to
deliver sustainable, long-term returns
for our investors.
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Authors
Opportunities

* High return potential of stocks

Tianxiao Fan Patrick VoBkamp, in the long run.

Product Specialist CFA  Particular opportunities

Systematic Equity Co-Lead PM through Systematic Equity
approach.

+ Broad diversification across
numerous securities.

 Possible extra returns through
single security analysis and
active management.

» Currency gains possible in unit
classes not hedged against

FOOTNOTES TO EXHIBIT 1:
Past performance does not predict future returns.
1 Based on the WT-EUR mutual fund share class of the Allianz Best Styles Global Equity SR, net

return; benchmark: MSCI World Extended SRI 5% Issuer Capped Total Return Net (in EUR). investor currency.
Data as of 31/08/2024, in EUR.
2 Benchmarkis the MSCI World Extended SRI 5% Issuer Capped Total Return Net (in EUR) index. Risks
3 Forthe WT-EUR share class over 3-year period. A ranking, a rating or an award provides no
indicator of future performance and is not constant over time. © 2024 Morningstar, Inc., all « High volatility of stocks, losses

rights reserved. The information given here: (a) is protected by copyright for Morningstar and/

or its content providers; (b) may not be reproduced or distributed; and (c) is not guaranteed p055|ble. The VOlOtlllty of fund

to be accurate, complete or up-to-date. Morningstar and its content providers assume no unit prices may be strongly
responsibility for any losses or damage that result from any use of the information provided. increased.
Past performance is not a guarantee of future results. To determine the Morningstar Rating, « Underperformance of the

funds of a comparable group in issue for at least three years are considered. The long-term

performance serves as a basis, taking into account fees and risk. As a result, the funds are Investment GppI’OGCh p055|ble.

awarded stars, which are calculated monthly: Top 10%: 5 stars; next 22.5%: 4 stars; middle 35%: * Underperformance of
3 stars; next 22.5%: 2 stars; flop 10%: 1 star. A ranking, rating or award is not an indicator of Systematic Equity approach
future performance and is subject to change over time. Rating as of: 31/07/2024. possible at times.
4 Asper31/08/2024. Source: Allianz Global Investors, IDS. e Limited pqrticipotion inthe
5 Includes the AllianzGl Best Styles Global Equity SRI strategy. As per 31/07/2024, Source: Allianz yield potential of single

Global Investors, IDS.

6 Allianz Best Styles Global Equity SRI has been classified as an Article 8 under SFDR: EU
Sustainable Finance Disclosure Regulation. Information accurate at time of publishing.

securities.
* Success of single security

Investors should take into account all the characteristics and/ or objectives of the fund as analysis and active.
described in its prospectus and KIID (regulatory.allianzgi.com) As per: 31/08/2024, Source: management not guaranteed
Allianz Global Investors, IDS. + Currency losses possible in unit

classes not hedged against
investor currency.



FIVE-YEAR ANNIVERSARY: HOW BEST STYLES SRI SUCCESSFULLY NAVIGATED CHALLENGING MARKETS

Back-testings and hypothetical or simulated performance data have many inherent limitations, only some of which are described as follows:(i)
They are designed with the benefit of hindsight, based on historical data, and do not reflect the impact that certain economic and market factors
might have had on the decision-making process, if a client’s portfolio had actually been managed. No back-testings, hypothetical or simulated
performance can completely account for the impact of financial risk in actual performance.(ii) They do not reflect actual transactions and cannot
accurately account for the ability to withstand losses.(iii) The information is based, in part, on hypothetical assumptions made for modelling
purposes that may not be realised in the actual management of portfolios. No representation or warranty is made as to the reasonableness of the
assumptions made or that all assumptions used in achieving the returns have been stated or fully considered. Assumption changes may have a
material impact on the model returns presented. The back-testing of performance differs from actual portfolio performance because the investment
strategy may be adjusted at any time, for any reason. Investors should not assume that they will experience a performance similar to the back-test-
ings, hypothetical or simulated performance shown. Material differences between back-testings, hypothetical or simulated performance results and
actual results subsequently achieved by any investment strategy are possible.

Source: AllianzGl, as of 30/06/2024. The statements contained herein may include statements of future expectations and other forward-looking
statements that are based on management'’s current views and assumptions and involve known and unknown risks and uncertainties that could
cause actual results, performance or events to differ materially from those expressed or implied in such statements. We assume no obligation to
update any forward-looking statement.

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. The volatility
of fund unit/share prices may be increased or even strongly increased. 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 issuer at the address indicated below or www.allianzgi-regulatory.eu. Austrian investors may also contact the Austrian
information agent Erste Bank der &sterreichischen 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 flir 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 investor information, latest annual and semi-annual financial
reports, contact [the Swiss funds’ representative and paying agent BNP Paribas Securities Services, Paris, Zurich branch, Selnaustrasse 16, CH-8002
Zrich - for Swiss retail investors only] or the issuer either electronically or by mail at the given address. 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-an-
nual 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.
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