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ESG investing in Asia fixed income is here to stay and Asia has a unique role in driving
climate transition to help the world hit the 1.5-degree scenario. 2022 was a landmark year
globally as spending on energy transition caught up with traditional fossil fuel investing
for the first time.!

Chinais leading the way in spending and transforming its economy to be a truly net zero
economy inthe long run, investing over $170 billion annually in past four years (Figure 1).
Importantly, Chinais also a key global leader in clean energy and battery technology
manufacturing, which has outpaced both the European Union and the US in the last three
years (Figure 2). This has also contributed to the rapid growth of China’s green bond market.
These ongoing investments are a structural driver in the growth of the Asia’s green bond
market. Green bonds are now mainstream with China being the leading player. For
investors that are looking to make an impact on decarbonization, China bonds offer many
varied investment opportunities.

Figure1-Theincreaseincleanenergy spendinginrecentyearsisimpressive butheavily
concentrated inahandful of countries
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Source: World Energy Investment 2023, International Energy Agency.
Note: 2023eindicates estimated values for 2023.

1. $1Trillion Green Investment Matches Fossil Fuels for First Time, January 2023,
https://www.bloomberg.com/news/articles/2023-01-26/global-clean-energy-investments-match-
fossil-fuel-for-first-time#xj4y7vzkg
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Figure 2- Lithium-ion battery manufacturing capacity
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We would emphasize having a proprietary approach based on international standards
to analyze the ESG characteristics of bond issuers and evaluate sustainable labelled
bonds to drive capital towards the highest impact and avoid green washing.

Figure 3- Climate Bonds Initiative certified green bond issuance
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Source: Climate Bonds Initiative, Invesco, data as of 30 Sept 2023
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High climate adaptationinvesting needs in Asia and bond markets can help
mobilize capital

Eight out of the 15 most affected countries by extreme weather are in Asia Pacific and
the adverse impact climate change has had on the region is already very profound.
The impact of climate change on the annual GDP of the most vulnerable Asia Pacific
countries ranges from between 5% to over 20%. Improving climate resilience is critical
inreducing economic losses from climate risks, creating positive economic gains, and
delivering on additional environmental and social benefits. Achieving these benefits
require supporting key projects improving climate resiliency including systems
producing food, protecting and managing water and the natural environment, building
of cities and infrastructure and disaster protection.

Adaptation investing can provide a triple dividend by avoiding economic losses,
bringing impact and positive gains, and delivering additional social and environmental
benefits. We can achieve those benefits by focusing on the key systems affected by
climate change, ranging from access to safe water and sanitation to more urgent

topics relevant to the geopolitical environment such as investment in food security by
using key agriculture and food technologies to innovate and improve how we develop,
produce, and consume food in developing countries. We expect further growth in bond
issuances that explicitly target climate adaptation in both green and blue bond formats
inthe Asia Pacific region.

Figure 4-Disasterriskindex, 2022
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https://www.invesco.com/apac/en/institutional/insights/esg/esg-and-impact-investing-for-climate-adaptation-in-asia.html
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Figure 5- Average annual loss due to natural and biological hazards
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Source: Therace to net zero: accelerating climate action in Asia and the Pacific, ESCAP.

Conclusion

We believe that an ESG-led investing approach can lead to better risk adjusted returns
inthe long term. The use of proprietary ESG analysis is key to adding an active view and
lens toinvestments. This positive tilt and alignment to mega trends such as China’s
climate transition and increased climate adaptation spending are thematic investment
opportunities that we believe Asian fixed income investors should have as a core part of
their portfolios.
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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.

Wheninvestinginless 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.

Importantinformation

Thisdocumentisintended only for professional investors in Hong Kong, for Institutional Investors and/or
Accredited Investorsin Singapore, 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 Qualified Institutions and/or Sophisticated Investors only in Taiwan, for Qualified Professional
InvestorsinKorea, for certain specific institutional investorsin Brunei, for Qualified Institutional Investors
and/or certain specificinstitutional investorsin Thailand, for certain specific institutional investorsin
Malaysia uponrequest, for certain specific institutional investorsinIndonesia and for qualified buyers

in Philippines for informational purposes only. This documentis not an offering of afinancial product

and should not be distributed to retail clients who are resident injurisdiction where its distribution is not
authorized oris unlawful. Circulation, disclosure, or dissemination of all or any part of this document to any
unauthorized personis prohibited.

This document may contain statements that are not purely historical in nature but are “forward-looking
statements,” which are based on certain assumptions of future events. Forward-looking statements are
based oninformation available onthe date hereof, and Invesco does not assume any duty to update any
forward-looking statement. Actual events may differ from those assumed. There can be no assurance
that forward-looking statements, including any projected returns, will materialize or that actual market
conditions and/or performance results will not be materially different or worse than those presented.

Allmaterial presented is compiled from sources believed to be reliable and current, but accuracy cannot
be guaranteed. Investmentinvolvesrisk. Please review all financial material carefully beforeinvesting.
The opinions expressed are based on current market conditions and are subject to change without notice.
These opinions may differ from those of other Invesco investment professionals.

The distributionand offering of this documentin certain jurisdictions may be restricted by law. Persons
into whose possession this marketing material may come are required toinform themselves about and
tocomply with any relevant restrictions. This does not constitute an offer or solicitation by anyoneinany
jurisdictioninwhich such anofferis not authorised or to any person to whomitis unlawful to make such an
offeror solicitation.

Thisdocumentisissuedinthe following countries:

- inHong Kong by Invesco Hong Kong Limited 5 [E1& & & 12 A FRAF], 45/F, Jardine House,
1Connaught Place, Central, Hong Kong.

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

+ inTaiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-045-066).
Invesco Taiwan Limited is operated and managedindependently.
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