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In 2024, the JP Morgan Asia Credit Non-Investment Grade Index continued to build

on its positive total return with the index up by 16.1% year-to-date (as of November 8),
outperforming both US and European high yield (HY) indexes. ' The high total return has
been driven by spread tightening across various sectors aside from just the real estate
sector, as evidenced in Table 1.

‘ﬁ\ Table1-JP Morgan Asia Credit Non-Investment Grade Index return attribution by sector

NorbertLing Market Value Weight Contribution

Portfolio Manager,

Sustainable and Impact Description Portfolio Total Return (bp) Excess (bp)

Investments, JPM Sector Breakdown 100.00% 1,615.43 1,271.95

Invesco Fixed Income

Real Estate 15.38% 483.65 4277
Financial 27.32% 257.85 161.83
Government Related 9.45% 239.80 205.65
Utility 11.03% 152.10 118.64
Consumer Products 12.28% 129.23 87.27
Metals and Mining 4.66% 119.91 104.37
Other Securities 4.73% 87.67 73.45
Infrastructure 4.03% 32.63 19.66
Telecommunications 3.35% 31.92 21.65
Energy 2.22% 28.09 20.10
Transportation 2.68% 27.59 19.28
Industrials 2.87% 24.72 12.34

Source: JP Morgan, Aladdin, data as of 8 November 2024.
Past performance is no guarantee of future results. An investment cannot be made
directly inanindex.

1. Source: Bloomberg, data as of 8 November 2024.
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The relatively benign Asia HY default rate of 4.2% year-to-date (as of 23 October), the
lowest since 2020, has also proved to be supportive of total returns in the asset class. ?
Within the 4.2% default rate, we have observed that most defaults occurred in the real
estate sector. Outside of this there has been only one issuer that has defaulted thus far
this year. This occurrence was classified as a default due to a distressed exchange rather
than because of a missing coupon payment, principal repayment, or restructuring.

Figure1-AsiaHY performance versus US and European HY in2024
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Source: Bloomberg, data as of 8 November 2024.

Past performance is no guarantee of future results. An investment cannot be made
directly inanindex.

Heading into 2025, we highlight the following topics that may be of interest to investors
looking at the asset class.

Dissecting the AsiaHY assetclass

Asia high yieldis a short duration asset class at just 2.4 years (as of 8 November) with
lower rate sensitivity as compared to Asia investment grade (I1G). Given the backdrop of
limited high yield issuance and the real estate sector shrinking in weight, the market value
of the JP Morgan Asia Credit Non-Investment Grade Index declined from US $235 billion
atthe end of 2021to $138 billion at the end of October 2024.3

BB-rated bonds have consistently remained the largest component of the index over the
last few years at around 45% weighting (Figure 2). On the other hand, we have seen aratings
migration from single B into the CCC category since late 2021. In our Asia Q4 HY outlook,

we also noted the increasing weight of India within the Asia HY asset class as a positive
dynamic.

We continue to favor BB-rated issuers which have robust credit fundamentals and
consistent cash generation through the credit cycle to pay down their debt. There are also
potential rising angels that could get upgraded to IG in the next 12 to 18 months. We remain
selective within the single B space and are paying particular attention to their refinancing

plans while also leveraging our credit research expertise to engage continuously with the
companies on their short-term operating trends.

2. |bid
3. Source: JPMorgan, Aladdin, data as of 8 November 2024.
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From a sector perspective, we continue to favor Macau gaming, renewables, subordinated
financials, infrastructure and consumer companies. This shows the value of diversification
within this asset class to obtain multi-sector exposure to fast-growing economies in Asia.
We think thatitisimportant to have the flexibility to invest across BB and BBB-rated names
as we can harvest credit premium and a broader spectrum of opportunities by investing in
names in these rating categories.

Figure 2 - Ratings evolution within Asian high yield
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Source: JP Morgan, Aladdin, data as of 8 November 2024.

How do Asia HY market valuations compare to global HY markets?

In our Asia HY Q4 outlook, we argued that Asia HY markets offer attractive valuations
versus US HY with a yield pick-up opportunity. With the recent rally in Asia credit spreads,
we have seen that Asia (ex-real estate) BB names have compressed to almost flat to US
BBs (Figure 3). The valuation opportunity where Asia HY remains cheap relative to global
HY is largely within the single B space. We would highlight Mongolia, commodity names,
and double-digit coupon bonds in performing credits as investment opportunities that
could provide both income and capital appreciation potential.

Figure 3-AsiaHY versus USHY
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Source: Bloomberg, Aladdin, data as of 8 November 2024.
Past performance is no guarantee of future results.
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Reviewing capital structure forinvestment opportunities within AsiaHY

There has been anincrease in asset-backed securities issuance and convertible bond
issuance by Asia HY bond issuers in recent years. We see this as a positive development
asit provides investors with the opportunity to generate more alpha by selecting the part
of the capital structure that has the highest risk-reward profile. This is where we think
active investing will be a key differentiator, as both asset-backed securities (ABS) and
convertible bonds are not part of the JP Morgan Asia Credit Non-Investment Grade Index,
but they leverage on the same fundamental credit view of the issuer.

For instance, we see opportunities for portfolio upgrading by switching from a vanilla
HY-rated corporate bond into an IG-rated ABS bond of the same issuer, which has the
benefit of a social use of proceeds. Similarly, given the strong spread rally within the asset
class, we also favour opportunities to switch into convertible bonds where the downside is
limited to the bond floor. In these examples, we look for bond issuers with a high free cash
flow to equity, where deleveraging is accretive to equity value and will increase the value
of the embedded equity call. This also serves as a good hedge versus more equity friendly
behaviour by issuers, with the alignment of interest of a convertible bond holder more akin
to equity but with a bond floor.
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Investmentrisks
The value of investments and any income will fluctuate (this may partly be the result of exchange rate
fluctuations) and investors may not get back the fullamountinvested.

Wheninvestingin less developed countries, you should be prepared to accept significantly large
fluctuationsinvalue.

Investmentin certain securities listed in China caninvolve significant regulatory constraints that may
affect liquidity and/orinvestment performance.

Important information

This documentis for Professional Clients only in Dubai, Jersey, Guernsey, the Isle of Man, Continental
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the United Arab Emirates; for Sophisticated or Professional Investorsin Australia; in New Zealand
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the People’s Republic of China; for certain specific institutional investors in Malaysia uponrequest;

for certainspecificinstitutional investors in Brunei; for Qualified Professional Investors in Korea; for
certain specificinstitutional investorsinIndonesia; for qualified buyersin Philippines forinformational
purposesonly;inCanada, thisdocumentisrestricted toi) accredited investors and ii) permitted clients
asdefined under National Instrument45-106 and 31-103 respectively. Itis notintended for and should
notbedistributedto orrelied upon by the public or retailinvestors. Please do not redistribute this
document.

Forward-looking statements are not a guarantee of future results. They involve risks, uncertainties, and
assumptions. There can be no assurance that actual results will not differ materially from expectations.

This is marketing material and not financial advice. It is not intended as arecommendation to buy or sell
any particular asset class, security, or strategy. Regulatory requirements that require impartiality of
investment/investment strategy recommendations are therefore not applicable nor are any prohibitions
totrade before publication.

By accepting this document, you consent to communicate with usin English, unless youinformus
otherwise. Dataas at November, 2024, unless otherwise stated.

For the distribution of this document, Continental Europe is defined as Austria, Belgium, Denmark, Finland,
France, Germany, Greece, Italy, Ireland, Luxembourg, Netherlands, Norway, Portugal, Spain, Sweden, and
Switzerland.

Allarticlesin this publication are written, unless otherwise stated, by Invesco professionals. Views and
opinions are based on current market conditions and are subject to change. This publication does not form
part of any prospectus. This publication contains general information only and does not take into account
individual objectives, taxation position or financial needs. Nor does this constitute arecommendation of
the suitability of any investment strategy for a particularinvestor.

This publicationis notaninvitation to subscribe for sharesinafund norisit to be construed as an offer
tobuy or sellany financial instruments. As with all investments, there are associated inherent risks. This
publicationis by way of information only. This document has been prepared only for those persons to
whom Invesco has providedit. It should not be relied upon by anyone else and you may only reproduce,
circulate and use this document (or any part of it) with the consent of Invesco. Asset management services
are provided by Invescoinaccordance with appropriate local legislation and regulations.

This publicationisissued:
- inHongKong by Invesco Hong Kong Limited R I[B#% E & I2H PR AT, 45/F, Jardine House,
1Connaught Place, Central, Hong Kong. This document has not been reviewed by the Securities and

Futures Commission.

- inSingapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01Republic Plaza,
Singapore 048619.
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- inTaiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-045-066).
Invesco Taiwan Limited is operated and managedindependently.

- inJapanby Invesco Asset Management (Japan) Limited, Roppongi Hills Mori Tower 14F, 6-10-1
Roppongi, Minato-ku, Tokyo 106-6114; Registration Number: The Director- General of Kanto Local
Finance Bureau (Kin-sho) 306; Member of the Investment Trusts Association, Japan and the Japan
Investment Advisers Association.

- inAustraliaby Invesco Australia Limited (ABN 48 001693 232), Level 26, 333 Collins Street, Melbourne,
Victoria, 3000, Australia which holds an Australian Financial Services Licence number 239916.

Thisdocument has been prepared only for those persons to whom Invesco has providedit. It should not
be relied upon by anyone else. Information contained in this document may not have been prepared or
tailored for an Australian audience and does not constitute an offer of a financial product in Australia. You
may only reproduce, circulate and use this document (or any part of it) with the consent of Invesco.

Theinformationinthis document has been prepared without taking into accountany investor’s
investment objectives, financial situation or particular needs. Before acting on the information the
investor should consider its appropriateness having regard to their investment objectives, financial
situationand needs.

You should note that this information:

- may containreferences to dollaramounts which are not Australian dollars;

- may containfinancial information which s not prepared inaccordance with Australian law or practices;
- may notaddress risks associated with investment in foreign currency denominated investments; and
- doesnotaddressAustraliantaxissues.
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239916.
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the consent of Invesco. This document does not constitute and should not be construed as an offer

of, invitation or proposal to make an offer for, recommendation to apply for, an opinion or guidance on
Interests to members of the publicin New Zealand. Applications or any requests for information from
persons who are members of the publicin New Zealand will not be accepted.
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