
Year-to-date, Asia High Yield (HY) has delivered a strong performance, outpacing both 
Pan-European and US HY markets. Income remains a key driver, contributing around half of 
total returns alongside spread tightening. 

Within Asia HY, notable outperformers included Asian frontier sovereigns and BB-rated 
financials, supported by minimal direct tariff impact.1 As a short-duration asset class, with 
averaging duration of around 2.6 years, Asia HY has demonstrated resilience amid a year 
marked by interest rate volatility. 

This document is for Professional Clients only in Dubai, Jersey, Guernsey, the Isle of Man, Continental Europe (as defined in the important information at the end) and 
the UK; for Institutional Investors only in the United States; for Professional/Qualified/Sophisticated Investors in Bahrain, Kuwait, Oman, Qatar, Saudi Arabia and the 
United Arab Emirates; for AFPs and Qualified Investors in Chile; for Qualified Clients/Sophisticated Investors in Israel; 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.

Norbert Ling
Head of Asia Fixed Income
Portfolio Management

2025 Q4 Investment Outlook –          
Asia Fixed Income: High Yield  
September 2025

1.	 Source: Aladdin, Invesco as of 16 September 2025.

Chart 1: Performance of Asia HY versus Pan-European HY and US HY
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Source: Invesco, Bloomberg, data as of September 5, 2025. Used with the permission of 
Bloomberg Finance L.P.

As we head into Q4 2025, we highlight the following themes that we believe will be of 
interest to investors in the Asia HY asset class.



Default rate expected to remain low for Asia HY (excluding real estate)
As highlighted in our 2025 Midyear Investment Outlook, default rates for Asia HY (excluding 
real estate) have remained low. At JACI HY index level, default rates amounted to 4.3% year-
to-date (as of end-August 2025), compared to 4.9% in 2024. Notably, there have been zero 
defaults outside of the real estate sector this year. From a default-rate perspective, Asia HY 
(ex real estate) has significantly outperformed other global HY markets, as shown in the 
chart below. 

This underscores the potential advantages of Asia HY and the role active management 
plays in mitigating concentrated risks at the issuer and sector levels. While we remain 
positive on the outlook for Asia HY, we maintain a cautious stance on real estate bonds and 
believe selectivity is key. 

We observe a trend where defaulted real estate companies have undergone multiple 
rounds of restructuring in an effort to achieve sustainable capital structures. In contrast, 
many Asia HY issuers outside real estate continue to take proactive measures, such as 
early refinancing of upcoming debt maturities or securing bank facilities, to strengthen 
their liquidity profiles. As such, we remain constructive that default rates outside of the real 
estate sector will stay low for the remainder of 2025.

Chart 2: Historical HY corporate default rates by region
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Remain vigilant about diverging fundamentals within the Asia High Yield universe
Within Indian HY, we currently favor the infrastructure sector over the renewables. Chart 
3 below illustrates the evolution of various infrastructure subsectors, all of which have 
improved their credit metrics since 2020, with the notable exception of the renewable 
sector. 

In our previous outlooks, we highlighted our preference for the Indian HY renewable 
sector and that call worked out well. However, we now observe ambitious capex growth 
plans in renewables that outpace earnings growth, which could weigh on credit metrics 
in the short to medium term. 

Key credit mitigants include continued execution success and the presence of long-term 
power purchase agreements (PPAs) for the sector.  We favor airports and ports, which 
have demonstrated continued deleveraging trends that translate into upward rating 
pressure.

Chart 3: Indian infrastructure and renewable credit metrics over last 5 years
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*Note: Airport data reflects FY2021 and FY2025 data due to sector reorganization.
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HY real estate bonds offer limited yield advantage over non-real estate HY 
We believe active security selection and sector allocation remain critical within the Asia HY. 
While income opportunities are abundant, a disciplined approach that aligns fundamentals 
with valuations is essential. 

For example, among surviving real estate HY bonds, the yield pick-up has narrowed 
significantly - from over 6% at the start of the year to just below 2%. This compression 
reflects survivorship bias, as defaulted names have exited the BB and B rating buckets, 
combined with spread tightening among surviving issuers actively deleveraging and 
improving cash flows. 

As such, we see better opportunities in non-real estate sectors, where investors could 
possibly avoid sector idiosyncratic financing risks associated with surviving real estate 
borrowers. 

In this context, we believe an Asia bond strategy with the flexibility to allocate across 
sectors and issuers - guided by fundamentals and valuations – would be well positioned to 
capture credit risk premiums in Asia’s credit markets, deliver resilient income, and mitigate 
the risk of negative credit surprises. 

Chart 4: Yield differentials between real estate and non-real estate bonds in BB and B 
rating buckets
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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.
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This publication is not an invitation to subscribe for shares in a fund nor is it to be construed as an offer 
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are provided by Invesco in accordance with appropriate local legislation and regulations.

This publication is issued:

–   in Hong Kong by Invesco Hong Kong Limited景順投資管理有限公司, 45/F, Jardine House, 
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       Melbourne, Victoria, 3000, Australia which holds an Australian Financial Services Licence number 		
       239916.

This document is issued 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 
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It should not be relied upon by anyone else and must not be distributed to members of the public in 
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–   in the United States by Invesco Advisers, Inc., 1331 Spring Street NW, Suite 2500, Atlanta, GA 30309, 		
       USA.

–   in Canada by Invesco Canada Ltd., 16 York Street, Suite 1200, Toronto, Ontario M5J 0E6.
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