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We saw a V-shaped recovery in Asia high yield (HY) markets between the start of April and
May 2025, which also reflects the limited direct tariff impact for this asset class. Year-to-
date excess returns for Asia HY are positive with total return at 2.7% (Figure 1).! Asia BB
yields are currently higher than 2023 total returns. While returns were also very strong

in 2024, we still expect income to be the core driver of returns going into 2H. We also
highlight that select B-rated bonds can provide the incremental income that can possibly
be an additive boost to overall portfolio yields, without taking excess credit default risks.

Figure 1: Drivers of Asia high yield historical returns versus outrightyield levels
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1. Source:Invesco, Aladdin, dataas of 19 May 2025.
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Heading into 2H 2025, we highlight the following topics that we think would be of interest
toinvestors looking at the Asia HY asset class.

Default rate expected to remain low for Asia HY (excluding real estate)

Atthe end of April 2025, we witnessed the second default of a restructured Chinareal
estate developer and its subsequent departure from the J.P.Morgan Asia Credit Index
(JACI) benchmark once again. It is evident that the debt burden remains too high for
some of these China high yield real estate names that already undertook a first round

of offshore debt restructuring. Another key takeaway is that the recovery value in such
restructuring exercises is driven by the conversion price set within the convertible bonds
which remains a key negotiation obstacle between the controlling shareholder and
creditors. Lastly, we note that restructured bonds with an equity option embedded, be it
ina convertible or mandatory convertible bond format, are not eligible to be part of the
JAClindex.

For 2025, we expect default rates in Asia HY (ex-real estate) to remain low, as evidenced
by Figure 2 which shows a very small universe of bonds within the Asia HY index that
trade at distressed levels of yields (which we define as having spreads of over 1000

basis points). From a sectoral perspective, Asia HY has limited exposure to oil and gas
sectors and there are also several commodities issuers that are positioned at the lower
end of the cost cash curve which are more resilient in times of lower commodities prices.
In addition, we continue to see Asia HY bond issuers taking proactive early measures

to refinance upcoming debt maturities or securing bank facilities to refinance them.

As such, we remain constructive that default rates outside of the real estate sector will
remain low for the rest of 2025.

Figure 2: Proportion of bonds (excluding real estate) that trade at aspread of over 1000 in JACI Asia High Yield Index
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Asiahighyield continues to provide abundantincome opportunities for fixed income
investorsindiverse sectors

Within the Asia high yield asset class, we prefer bonds that yield between 8 to 10%

as these provide good total return opportunities without the volatility of equities in
terms of multiple risks including earnings revision risk. From a sectoral perspective, we
continue to favour subordinated financials, secured first lien bonds with renewable or
infrastructure assets, as well as the Macau gaming sector. These sectors are not directly
impacted by tariffs and are instead more domestic focused and arguably have been
battle tested during the Covid shutdown period. In addition, we believe emerging market
(EM) frontier sovereigns do offer unique alpha opportunities in various macroeconomic
scenarios, where continued progress on IMF2structural reforms on tax collection
measures can pave the way for improved credit ratings.

Please also refer to our Q2 outlook where we highlighted the importance of coupons,
which remains a core thematic.

Asia BB has limited yield pick-up versus BBByields, henceitisimportanttofocuson
name selectionratherthanbetaoverweight as astrategy

Asia BB-rated bonds continue to provide a yield pick-up versus BBB, but this differential
isaround 120 basis points only which is at the lower bound of the 5-year average, while
recovering from over 200 basis points at the peak of the April market sell-off (Figure 3).
We still see all-in yields as attractive in the BB space but would advocate for very specific
name selection inimproving credit stories that have spread tightening potential, rather
than an outright overweight on BB-rated names.

Figure 3: Yield differentials between Asia BB and BBB-rated bonds
(May 2020 - May 2025)
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Source: Invesco, Bloomberg, data as of 19 May 2025.

In this vein, we believe that an Asia bond strategy that can flexibly allocate between BBB
and BB paper according to fundamental and valuation factors is best placed to harvest
credit risk premium in Asia credit markets and generate resilientincome.

2. IMFreferstoInternational Monetary Fund
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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
affectliquidity and/or investment performance.

Important information
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certain specific institutional investorsin Indonesia; for qualified buyersin Philippines for informational
purposes only;inCanada, thisdocumentisrestricted toi) accredited investors and ii) permitted clients
asdefined under National Instrument 45-106 and 31-103 respectively. Itis notintended for and should
notbedistributedto or relied upon by the public or retailinvestors. Please do not redistribute this
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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. Itis 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 youinform us
otherwise. Dataas at 29 May, 2025, 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.
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This publicationis notaninvitation to subscribe for sharesinafund norisit to be construed as an offer
tobuy orsellany financial instruments. As with allinvestments, 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:

inHong Kong by Invesco Hong Kong Limited = I[E1% & E 1B 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.

- 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 whichis not prepared inaccordance with Australian law or practices;
- may notaddress risks associated with investment in foreign currency denominated investments; and

- doesnotaddressAustraliantaxissues.

- inNewZealand by 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 isissued only to wholesale investors (as defined in the Financial Markets Conduct Act) in
New Zealand to whom disclosure is not required under Part 3 of the Financial Markets Conduct Act. This
document has been prepared only for those persons to whomit has been provided by Invesco.

Itshould not be relied upon by anyone else and must not be distributed to members of the publicin
New Zealand. Information contained in this document may not have been prepared or tailored fora
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 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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- inthe United States by Invesco Advisers, Inc., 1331Spring Street NW, Suite 2500, Atlanta, GA 30309,
USA.

- inCanadaby Invesco CanadaLtd. 120 Bloor Street East, Suite 700, Toronto, Ontario M4W 1B7.

- inAustriaand Germany by Invesco Asset Management Deutschland GmbH, Ander Welle 5, 60322
Frankfurtam Main, Germany.

- inBelgium, Denmark, Finland, France, Greece, Italy, Ireland, Luxembourg, Netherlands, Norway,
Portugal, Spainand Sweden by Invesco ManagementS.A., President Building, 37A Avenue JF Kennedy,
1-1855 Luxembourg, regulated by the Commission de Surveillance du Secteur Financier, Luxembourg.

- inDubai, Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the United Arab Emirates by Invesco Asset
Management Limited, Index Tower Level 6 - Unit 616, P.O. Box 506599, Al Mustagbal Street, DIFC, Dubai,
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regulated by the Financial Conduct Authority.

- inSwitzerland by Invesco Asset Management (Schweiz) AG, Talacker 34,8001 Zurich, Switzerland.

- inlsraelbyInvesco Asset Management Limited, Perpetual Park, Perpetual Park Drive, Henley-on-
Thames, Oxfordshire RG9 1HH, UK. Authorised and regulated by the Financial Conduct Authority.
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Advice, Investment Marketing and Portfolio Management Law, 1995 (“the Investment Advice Law”).
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