
Environmental Investing

Risk appetite re-emerged in July as optimism 
for a global economic recovery continued to
build. The second quarter earnings results 
were better than the market expected, survey
data improved and Quantitative Easing exit
strategies came into focus.

Performance
The MSCI World Index 8.5% (USD) and the 
FTSE ET50 Index returned 4.87% (USD) for 
the month of July 2009. 

Eco-energy
In the US in July, guidelines were issued by the
Treasury and Department of Energy outlining
the application process to receive grants for
renewable energy projects. We consider this 
to be a significant step forward as the grants 
by-pass the frozen tax-credit market providing
up to 30% cash for projects. We do highlight 
that it will take time for the legislation to be
implemented however we are already noting
anecdotal evidence of a demand stimulus. 
The renewable energy industry in China 
also received a boost in July with proposals 
from the National Development and Reform
Commission of higher targets i.e. 18% of 
electricity from renewable energy by 2020.

In the solar sector our negative thesis on
European downstream solar was confirmed 
with the release of Q-cells (not held) Q2 results
in which profitability collapsed on account of
fierce downward pricing pressure combined
with an anticipated uptick in volumes not occur-
ring. Upstream European solar has fared better
given the high entry barriers and lengthy indus-
try learning-curves with Wacker Chemie (held)
reporting robust polysilicon sales and strong
profitability despite falling spot prices. Wacker
was one of the best active contributors 
towards fund performance.

In wind, Hansen Transmissions reported a weak
set of numbers owing to reduced capacity 
utilisation given expansion in India and China
against a backdrop of limited new orders as 
turbine manufacturers reduced gearbox 
inventories. China High Speed Transmission, 
a Chinese wind gearbox manufacturer, (not
held) had stronger performance relative to
Hansen during the month which detracted 
from portfolio performance. 

Gamesa second quarter results were strong 
with all guidance reiterated in terms of profita-
bility to date. The company did flag transient
weakness in the US as developers digest the
new legislation, financing additionally is con-
strained but recovery is expected later in the
year. New markets such as Italy , Poland and
North Africa have gained some traction. 
Gamesa is one of our core holdings.

FPL Group (held), a US based utility with the
largest renewable energy asset base reported in-
line results, but tempered its outlook for wind
build out as the company revised its near term
expectations on wind project additions next year
to 1gigawatt from its previous range of 1–2
gigawatts. The company stated that this was a
reflection of a weaker economy and its dampen-
ing effect on utilities’ demand forecasts. The
company however remained bullish on the
long-term prospects for wind projects.
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Elsewhere in the Ecoenergy theme, strong per-
formance was also seen in emerging market
geothermal developer, Energy Development
Corporation and a computer software and serv-
ices engineering company Aveva, which has
exposure not only to commodities but also a
revival in future nuclear build out as govern-
ments look to low carbon energy generation. 

Pollution Control
The most significant movement in the pollution
control space came from Nine Dragons Paper
Holdings (not held) a Chinese containerboard
products company as the market priced in the
start of a cyclical uptrend in the Chinese paper
sector following a tough operating 
environment in 2008.

Clean Water
Within the water sector, companies continued
to report a differentiated picture regarding cur-
rent demand and growth outlook, indicating a
still very large degree of uncertainty and limited
visibility regarding order development.

For example water consultancy firm Tetra Tech
surprised the market with better than expected
profitability, but lowered its growth outlook
because of the longer than expected time it 
will take for the federal stimulus funds to reach
the market. Nevertheless, Tetra Tech’s orders
especially in the environmental service 
segment continued to grow.

Nalco, the leading US water chemicals company,
reported EPS well below the market’s expecta-
tion and especially those segments supplying
the paper, mining and oil exploration industry
continued to see massive declining sales
through July 2009.

Environmental Technology 
Market Outlook
According to CleanEdge, renewable sources 
of energy are beginning to replace coal power 
in the U.S.: Every year the percentage of U.S.
electricity generated from renewables has 
been increasing, according to the latest 
figures released by the Energy Information
Administration in its Electric Power Monthly
report. As a result, by April of 2009, the total 
was 12.97%, with hydropower accounting for
8.73% and other renewables such as solar and
wind 4.24% of all U.S. electricity on average
among all the states. Higher wind generation
totals in just 4 states accounted for 62.2% of the
national increase in wind powered generation:
Texas, Iowa, New York, and Indiana. By contrast
the percentage of electricity from fossil power 
is now actually decreasing. 

Congressman Earl Blumenauer of Oregon 
introduced a long-awaited legislation to create 
a Water Trust Fund, a federal funding mecha-
nism along the lines of the highway trust fund.
The bill proposes taxes on items such as soda,
toothpaste, toilet paper, pesticides and pharma-
ceuticals to fund $10 billion in annual spending
on water and sewer infrastructure. The bill 
however is yet to make its way through
Congress against the background of growing
awareness among policymakers for the need 
for water infrastructure investments.

The US Environmental Protection Agency (EPA)
took the next step in the way of public hearings
in setting new hourly standards for nitrogen
dioxide levels in cities with more than 350,000
people. The EPA is following a court-ordered
schedule for finalizing the new standard by
January 2010. Nitrogen dioxide is one of the 
six pollutants and it is likely the focus of the
enforcement will be on vehicles which account
for about 80% of the nitrous dioxide emissions
followed closely by coal-fired power plants.

2 | July 2009

Environmental Investing



In the UK, the Government released its Low
Carbon Transition Plan. The plan’s key points
recommend that by 2020, more than 1.2 million
people will be in green jobs; seven million
homes will have benefited from whole house
makeovers, and more than 1.5 million house-
holds will be supported to produce their own
clean energy; 40% of electricity will be from low
carbon sources, including renewables, nuclear
and clean coal and that the average car would
emit 40% less carbon than presently. In the
power sector, the plan aims for a 50% cut in the
annual emission between 2009 and 2020 via 
a further greening of the electricity mix. The
plan also featured new details including £6m 
of funding to start the development of a 
“smart grid” and the launch of a new Office 
for Renewable Energy Development to speed 
up the growth of renewables in the UK. 

China’s Ministry of Finance unrolled another big
solar subsidy during July called the Golden Sun
Project. Under this China will subsidize 50% of
the upfront costs for grid connected solar sys-
tems (the bulk of demand) and 70% for off-grid.
The Golden Sun Project - adds at least another
500 MW of clear support through upfront subsi-
dies for solar projects over the next 2 to 3 years.
However there still is no clear feed-in-tariff for
solar, and as yet it is not certain whether there
will be a cap. This is a positive for the sector. 

The US and China signed a deal committing 
the world's two largest emitters of greenhouse
gases to work together to tackle climate change
and promote clean technologies. The memoran-
dum of understanding contains no specific com-
mitments or emission targets, but was hailed 
by negotiators on both sides as representing a
major breakthrough in the run-up to UN-backed
climate change negotiations in Copenhagen
later this year. The document, which was signed
after two days of talks between the US State
Department and Chinese officials, commits 
the countries to undertake regular climate
change meetings.

It also lists 10 technology areas where the 
two countries will co-operate to promote wider
adoption, including energy efficiency, renewable
energy, clean coal, smart grid technologies,
electric cars, and clean tech research and 
development. Secretary of State Hillary Clinton
said the agreement would serve to strengthen
links between the two countries' fast-growing
clean tech industries.
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Investors should consider the investment objectives, risks, charges and expenses of this Fund carefully before investing. This and other information is con-
tained in the Fund’s prospectus, which may be obtained by contacting your financial advisor, by visiting www.allianzinvestors.com or by calling 1-888-877-
4626. Please read this prospectus carefully before you invest or send money.
Past performance is no guarantee of future results. Holdings are subject to change. Current and future portfolio holdings are subject to risk. As of June 30, 2009 the weight-
ings of the following holdings in the Allianz RCM Global EcoTrendsSM Fund were: Wacker Chemie (1.05%), Gamesa (4.73%), Tetra Tech (2.27), Aveva (1.32%), Q-Cells
(0.00%), Hansen Transmissions 1.55%, China High-Speed Transmission (0.00%), FPL Group (2.14%), Energy Development (3.94%), Nine Dragons Paper Holdings (0.00%),
Nalco (2.36%). 

The material contains the current opinions of the author, which are subject to change without notice. Statements concerning financial market trends are based on current mar-
ket conditions, which will fluctuate. References to specific securities and issuers are for illustrative purposes only and are not intended to be, and should not be interpreted as,
recommendations to purchase or sell such securities.

Allianz RCM Global EcoTrends Fund is designed to provide exposure to a relatively narrow group of sectors. The Fund is non-diversified and should be considered as only one
element of a complete investment program. While the Fund may invest in companies of any size, it may often have substantial exposure to securities of smaller companies,
including newly formed and early stage companies. The Fund may invest without limit in illiquid securities. The Fund’s substantial exposure to non U.S. securities, including
emerging markets securities, also involves special risks, including political and economic risk and the risk of currency fluctuations; these risks may be enhanced in emerging mar-
kets. For these reasons, the Fund may be subject to relatively high levels of risk and volatility and should be considered a speculative investment.

The Fund may also use derivatives strategies for investment or hedging purposes. Use of these instruments may involve certain costs and risks such as liquidity risk, interest rate
risk, market risk, credit risk, management risk and the risk that a fund could not close out a position when it would be most advantageous to do so. Portfolios investing in deriv-
atives could lose more than the principal amount invested in those instruments.

The FTSE ET50 Index comprises the 50 largest environmental technology companies by market capitalization (approximately $650 million to $9 billion) from a global universe
of 400 pureplay environmental technology companies. The Morgan Stanley Capital International (MSCI) World Index (sm) is a free-float-adjusted market capitalization index
which is designed to measure global developed market equity performance. Unless otherwise noted, index returns reflect the reinvestment of income dividends and capital
gains, if any, but do not reflect fees, brokerage commissions or other expenses of investing. It is not possible to invest directly in an index.

Allianz Global Investors Fund Management (AGIFM) serves as the investment manager of the Fund. AGIFM retains its affiliate, RCM Capital Management LLC (RCM), to manage
the Fund’s portfolio and RCM, in turn, retains its affiliate, Allianz Global Investors Advisory GmbH (AGIA) to conduct the day-to-day portfolio management of the Fund.

©2009 The Allianz Funds are distributed by Allianz Global Investors Distributors LLC, 1345 Avenue of the Americas, New York, NY 10105 4800, www.allianzinvestors.com, 1-
888-877-4626.
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