
We believe China credit has reached an attractive valuation level since late October 
and we have finally started to see a rebound in Asia credit, particularly in China credit, 
in the second week of November. As of November 14, the J.P.Morgan Asia Credit Index 
(JACI) investment grade (IG) spread tightened 23 bps and JACI high yield (HY) spread 
tightened 198 bps on 1-week rolling basis. China also announced the reduction of the 
quarantine time for overseas travelers and close contacts of infected people, from “7
+3” to “5+3” on November 11, which is a significant relaxation of the zero-Covid policy.
In addition, the People’s Bank of China (PBOC) and the China Banking and Insurance
Regulatory Commission (CBIRC) jointly announced a package of 16 measures to ensure
financial support to stabilize the property sector on November 13. The market has been
recovering further after the news release. Based on these latest developments, we
remain positive on the opportunities in Asia and particularly China credit.

• Valuation of China credit has reached the most attractive level in the past decade
as of November 1. This could be seen as a “why not” moment for investors that
are looking for the right timing to add exposure to this asset class.

Source: J.P.Morgan, Invesco, data as of 1 November 2022, Data frequency: weekly. Past 
performance does not guarantee future results. An investment cannot be made in an 
index.

Figure 1 – Valuation of China credit has reached the most attractive level in the past 
decade

• In the macro space, the rate hiking pressure faced in Asian countries is more 
subdued compared to developed markets. The latest gas price shock has affected 
Euro area inflation expectations more so than other regions. The recent wave of 
upside CPI revisions is also much less of an Asia phenomenon. Moderate inflation 
pressures enable Asian policy makers to have more flexibility on macro policies in 
order to boost economic growth. Asian countries have relatively stable and 
resilient fundamentals and consensus fiscal balance forecasts also show that room 
for fiscal stimulus is generally larger for most Asian countries.
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Figure 2 – Asia inflation picture is more sanguine compared to developed markets

Sources: J.P.Morgan, Bloomberg L.P., data as of 4 November 2022. Represented by 
J. P. Morgan CPI Forecast Revision Index. Data frequency: weekly

Figure 3 – Room for further fiscal stimulus is generally larger for Asian countries

Sources: Bloomberg L.P., data as of 11 November 2022.

• In China, the country’s 20th Party Congress (CPC) announced the new leadership 
in Beijing. While a few new faces were spotted in the new Politburo and Standing 
Committee, President Xi’s position has been strengthened, which is in line with 
our expectations. The latest mention of the emphasis on China’s economy during 
the CPC is consistent with policies that had been communicated in the past. We 
are expecting swifter policy implementation to take place as new leadership has 
been solidified and the uncertainty from earlier in the year has now faded, to a 
large extent. The reduction of the quarantine requirement suggests a significant 
loosening of China’s zero-Covid policy and strengthens the stance that 
policymakers are focusing on supporting the economy.
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Figure 4 – Default rate of China USD bond issuers

• We see the underlying China USD fixed income market as the biggest beneficiary of 
these trends in the near term. Unlike the equity market, the majority of China fixed 
income issuers are state-owned enterprises (SOEs). Since the conclusion of the 
CPC, we’ve seen the position of Chinese SOEs strengthen and these issuers have 
historically demonstrated low default rates and solid fundamentals (Figure 4). We 
expect Chinese SOEs to enjoy more support on market expansion, gain better 
funding access and demonstrate further strategic importance. 

• On the privately-owned enterprises (POEs) side, as most China POE offshore debt 
issuers in the USD market are the market leaders in various sectors in China, we 
believe they may be able to weather the leadership transition well and outperform 
SMEs (small and medium-sized enterprises). The relatively high default rate of China 
private corporates this year has largely been due to the liquidity crunch in China’s 
property sector. We’ve started seeing substantial joint support from the PBOC and 
CBIRC to stabilize the sector as of November 13. While the strong recovery in China 
property names have kicked in, we are turning cautiously optimistic and prefer 
issuers that have better credit quality at this stage. 

Source: HSBC, Invesco, data as of 30 September 2022. 
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Investment risks

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 full amount invested.

When investing in less developed countries, you should be prepared to accept 
significantly large fluctuations in value.

Investment in certain securities listed in China can involve significant regulatory 
constraints that may affect liquidity and/or investment performance.

Important information

This document is for Professional Clients only in Dubai, Jersey, Guernsey, the Isle of 
Man, Continental Europe (as defined below) and the UK; for Institutional Investors only 
in the United States, for Sophisticated or Professional Investors in Australia; in New 
Zealand for wholesale investors (as defined in the Financial Markets Conduct Act); for 
Professional Investors in Hong Kong; for Qualified Institutional Investors in Japan; in 
Taiwan for Qualified Institutions/Sophisticated Investors; in Singapore for Institutional/
Accredited Investors; for Qualified Institutional Investors and/or certain specific 
institutional investors in Thailand; for certain specific sovereign wealth funds and/or 
Qualified Domestic Institutional Investors approved by local regulators only in the 
People’s Republic of China; for certain specific institutional investors in Malaysia upon 
request; for certain specific institutional investors in Brunei; for Qualified Professional 
Investors in Korea; for certain specific institutional investors in Indonesia; for qualified 
buyers in Philippines for informational purposes only; in Canada, this document is 
restricted to i) accredited investors and ii) permitted clients as defined under National 
Instrument 45-106 and 31-103 respectively. It is not intended for and should not be 
distributed to or relied upon by the public or retail investors. Please do not redistribute 
this document.

The publication is marketing material and is not intended as a recommendation to 
invest in 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 to trade before publication. The information 
provided is for illustrative purposes only, it should not be relied upon as 
recommendations to buy or sell securities.

Where individuals or the business have expressed opinions, they are based on current 
market conditions, they may differ from those of other investment professionals and 
are subject to change without notice.

By accepting this document, you consent to communicate with us in English, unless you 
inform us otherwise.

These materials may contain statements that are not purely historical in nature but are 
“forward-looking statements.” These include, among other things, projections, 
forecasts, estimates of income, yield or return, future performance targets, sample or 
pro forma portfolio structures or portfolio composition, scenario analysis, specific 
investment strategies and proposed or pro forma levels of diversification or sector 
investment. These forward-looking statements can be identified by the use of forward 
looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” 
“estimate,” “intend,” “continue,” “target,” “believe,” the negatives thereof, other 
variations thereon or comparable terminology. Forward looking statements are based 
upon certain assumptions, some of which are described herein. Actual events are 
difficult to predict, are beyond the Issuer’s control, and may substantially differ from 
those assumed. All forward-looking statements included herein are based on 
information available on the date hereof and Invesco assumes no duty to update any 
forward-looking statement.  

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.

All articles in this publication are written, unless otherwise stated, by Invesco 
professionals. The opinions expressed are those of the author or Invesco, are based 
upon current market conditions and are subject to change without notice. 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 a recommendation of the suitability of any 
investment strategy for a particular investor.
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China credit starts to rebound -
Valuation still compelling



• in Hong Kong by Invesco Hong Kong Limited景順投資管理有限公司, 41/F, Champion
Tower, Three Garden Road, Central, Hong Kong. This document has not been
reviewed by the Securities and Futures Commission.

• in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01
Republic Plaza, Singapore 048619.

• in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan
(0800-045-066). Invesco Taiwan Limited is operated and managed independently.

• in Japan by 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.

• in Australia by Invesco Australia Limited (ABN 48 001 693 232), Level 26, 333 Collins
Street, Melbourne, Victoria, 3000, Australia which holds an Australian Financial
Services Licence number 239916.

This document has been prepared only for those persons to whom Invesco has provided 
it. 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.

The information in this document has been prepared without taking into account any 
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 situation and needs.

You should note that this information:

• may contain references to dollar amounts which are not Australian dollars;
• may contain financial information which is not prepared in accordance with Australian

law or practices;
• may not address risks associated with investment in foreign currency denominated

investments; and
• does not address Australian tax issues.
• in New Zealand by Invesco Australia Limited (ABN 48 001 693 232), Level 26, 333

Collins Street, Melbourne, Victoria, 3000, Australia which holds an Australian Financial
Services Licence number 239916.
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• It should not be relied upon by anyone else and must not be distributed to members
of the public in New Zealand. Information contained in this document may not have
been prepared or tailored for a New Zealand audience. You may only reproduce,
circulate and use this document (or any part of it) with 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 public in New Zealand. Applications or any requests for
information from persons who are members of the public in New Zealand will not be
accepted.
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• in Switzerland by Invesco Asset Management (Schweiz) AG, Talacker 34, 8001 Zurich,
Switzerland.

202301-2678239-GL

China credit starts to rebound -
Valuation still compelling




