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Value. Shared.

How is the significant and increasing 
prevalence of cyberattacks impacting 
governments, businesses and individuals 
alike?

The number and severity of attacks has 
certainly increased in the past few years, as 
hackers have become more sophisticated. The 
digital transformation that is going on globally 
is creating more efficiencies and improving 
productivity and convenience, but the risk of 
cyberattacks is much greater. With more data 
stored and transmitted to and from the cloud 
sources such as corporations, governments, 
smartphones, connected vehicles and devices, 
sharing apps or e-commerce, the risks will 
continue to increase. The need for security is 
critical now more than ever and this will be a  
long-term and evolving trend.

What does this mean for companies 
providing cyber security services? 

Cyber security companies need to continue 
developing more innovative products and 
services to protect against sophisticated cyber 
criminals who easily and quickly find new ways 
to steal sensitive data. Traditional firewall 
protection is no longer adequate security in 
the cloud environment, so legacy security 
companies are developing new technologies 
or acquiring smaller companies to offset their 
mature traditional security business. Newer, 
smaller companies are growing very rapidly 
because their solutions are specifically 
designed to protect data in the cloud 
environments.

The cyber security companies with the best 
products/services and efficient business 
models should generate greater revenue 
growth and profitability over time. In the digital 
world, cyber security must remain a top budget 
priority so revenue and profitability should not 
be as cyclical as it was in the past for this 
industry.

Describe the competitive environment in the 
cyber security industry.

The cyber security industry is competitive, but it 
is not a “winner take all” industry. We find this 
industry very attractive as an investment 
opportunity because there are many 
companies that provide security for different 
use cases and applications. With the shift to 
technologies such as cloud, connected devices, 
Artificial Intelligence (AI), 5G and remote work, 
new security needs are arising and companies 
need multiple security services to adequately 
protect networks and data. Therefore, we 
believe many cyber security companies can 
achieve very attractive growth over the next 
several years.

What is the competitive advantage and 
uniqueness of your strategy and team?

We believe our team’s approach is truly 
distinctive. Each member contributes to the 
management of client portfolios, thereby 
leveraging the collective experience and 
judgment of the entire investment 
management team to the benefit of each 
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Investment process

We run the portfolio as a team, where everyone has a voice. If there is a strong divergence of opinion among the team, the stock will not 
be included in the portfolio. The team will do more work until there is agreement to own or avoid the stock.

Q

Q

Q

client. There is a strong bond and vision within the team which 
is reflected in the low team turnover. Walter Price and Huachen 
Chen lead the team, both being experienced and successful 
stock pickers with a combined over 70+ years of industry 
experience. Together they have built a competitive track record 
– in terms of both absolute and relative performance.

The team is well set to evolve with the marketplace and 
broader investment landscape, utilising AllianzGI’s global 
resources to maximise client outcomes over the long term.

What are the key aspects of this strategy?

The strategy is a global equity strategy aiming to provide 
investors with capital appreciation over the long term through 
investing in innovative companies operating in the cyber 
security space.

Exposure to a major growth theme (long- and short-term) 
The megatrend “digitalisation” makes our digital lives more 
vulnerable, which increases the need for cyber security.  
This necessity has been exacerbated by the COVID-19 
pandemic, as the importance of digitalisation has increased 
much faster than originally expected.

Pure play exposure in cyber security companies with 
mid-cap bias
The fund seeks to identify secular winners that benefit from 
long-term growth tailwinds. It invests in about 30-60 security 
stocks, which are mostly pure play stocks, offering a 
concentrated, high conviction portfolio. Although the fund has 
a broad industry exposure, by following an all-cap approach, 
the fund management has an emphasis on higher-growth 
mid-cap companies.

One of the longest track records in the cyber security space 
At 20 years, the fund management team has one of the 
longest track records in engaging with cyber security stocks.  

A similar strategy has been managed for clients in Japan since 
2017, with great success. The European version will 
additionally adopt an explicit sustainability approach.

Regarding the investment universe, do you have any criteria 
such as the ratio of sales revenue in cyber security business?  

We do not have a specific target ratio of sales revenue in a 
company’s cyber security business. We seek companies where 
security is becoming or already is an important part of their 
businesses. We hold a variety of companies in the portfolio 
where some companies are “pure plays” in cyber security, 
some have significant revenue from cyber security (about  
20%-50%), while others generate a very small portion of 
overall revenue from cyber security.  Some large companies 
that generate a very small percentage of overall revenue 
from cyber security are securing the future client infrastructure 
(the cloud) by building in best security practices and hiring 
hundreds or thousands of security professionals to secure the 
data and data centers from attack. Eventually, sales from 
cyber security should become a much larger portion of overall 
revenue for these companies. We believe this approach 
allows us to capture more growth in cyber security revenues, 
rather than waiting for a company to reach a specific target 
percentage of revenue before adding it to the portfolio.  

What do you think about valuation for cyber security 
companies? 

We assess valuation from multiple perspectives and the 
method can be different for different types of companies. For 
high growth software companies that make up most of the 
Cyber Security Fund, we must have high conviction that the 
company’s future earnings growth justifies the higher 
valuations. We estimate earnings growth over a period of 
years based on our fundamental research, and discount back 
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to the present period. If we believe a company can reasonably 
grow into its valuation by delivering earnings growth ahead of 
consensus over our time horizon, we are comfortable with 
owning a stock with a high valuation. 

We do not believe cyber security valuations are extreme 
because earnings growth has improved, and we think this is 
sustainable due to multiple tailwinds related to the digital 
transformation. 

Do you envisage any headwinds/risks? In what type of 
market environments do you expect to outperform/
underperform?

We are excited about the investment opportunities presented 
by this industry. We expect to see a dramatic increase in the 
volume of data stored in the cloud, accessed through mobile 
devices, and transmitted to and from connected devices.  
As a result, we believe security spending will be an ongoing 
requirement and should remain a top priority for companies 
and governments of all sizes.

Our goal is to outperform the benchmark and the competition 
every year. We aim to add value across different market 
environments, particularly when equity prices are driven by 
the underlying strength of company fundamentals. We 
believe high quality stocks notably outperform the market 
over the long term.

Throughout the course of an investment cycle, there are times 
when equity prices do not accurately reflect the underlying 
strength of company fundamentals and our emphasis on high 
quality growth companies can be a short-term headwind. 
When investors focus heavily on macroeconomic events, 
geopolitical issues, monetary policy, etc., rather than company 
fundamentals, our process may not be immediately rewarded. 
While this may be a headwind, we believe through strong 
stock selection we can navigate through these short-term 
market swings and continue to deliver added value for our 
clients without compromising our investment discipline.

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. Allianz Cyber Security 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 a strongly increased volatility. The volatility of other Unit/Share Classes may be different. Past 
performance is not a reliable indicator of future results. 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 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 Management Company may decide to terminate the arrangements made for the marketing of its collective investment 
undertakings in accordance with applicable de-notification regulation. Further information on Investor Rights is available here (regulatory.
allianzgi.com). 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): 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 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 Allianz Investmentbank AG, Hietzinger Kai 101-105, A-1130 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 the United Kingdom, France, Italy, Spain, Luxembourg, Sweden, Belgium  and the Netherlands. Contact details and information 
on the local regulation are available here (www.allianzgi.com/Info).
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 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 www.allianzgi-regulatory.eu. 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.
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For more information, please contact your local AllianzGI representative
or visit updates.allianzgi.com

Opportunities

+ High return potential of stocks in the long run
+  Investments specifically in the cyber security area
+ Broad diversification across numerous securities
+ Possible extra returns through single security analysis and 

active management
+ Currency gains against investor currency possible in 

unhedged unit classes

Risks

– High volatility of stocks, losses possible. The volatility of 
fund unit prices may be strongly increased.

– Underperformance of the investment theme possible
– Limited participation in the yield potential of single 

securities
– Success of single security analysis and active management 

not guaranteed
– Currency losses against investor currency possible in 

unhedged unit classes

https://www.allianzglobalinvestors.de/MDBWS/doc/August+2021+-+AllianzGI+Investor+Rights.pdf?0975df0a7c23f0220d682bbb6a32c2cdadf6e26a
updates.allianzgi.com

