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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 outperformersincluded Asian frontier sovereigns and BB-rated
financials, supported by minimal direct tariff impact.' 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.
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Chart1: Performance of AsiaHY versus Pan-European HY and USHY
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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.

1. Source: Aladdin, Invesco as of 16 September 2025.
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Defaultrate expected toremain 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 JACIHY 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 atrend 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.

Chart2: Historical HY corporate default rates by region
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Remain vigilantabout 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
plansin renewables that outpace earnings growth, which could weigh on credit metrics
inthe 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: Indianinfrastructure and renewable credit metrics over last 5 years
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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.

Chart4: Yield differentials betweenreal estate and non-real estate bondsinBBand B
rating buckets
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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 resilientincome, and mitigate
the risk of negative credit surprises.
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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 fullamount invested.

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

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

Important information

This documentis for Professional Clients only in Dubai, Jersey, Guernsey, the Isle of Man, Continental
Europe (as defined below) and the UK; for Institutional Investors only inthe United States; for
Professional/Qualified/Sophisticated Investors in Bahrain, Kuwait, Oman, Qatar, Saudi Arabiaand the
United Arab Emirates; for AFPs and Qualified Investorsin Chile; for Qualified Clients/Sophisticated
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document.

Forward-looking statements are not a guarantee of future results. They involve risks, uncertainties, and
assumptions. There canbe noassurance thatactual 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 youinformus
otherwise. Dataas at September 2025, unless otherwise stated.

Forthe 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
partof any prospectus. This publication contains general information only and does not take intoaccount
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:

- inHongKong by Invesco Hong Kong Limited = BE1% & &1 HBR/AE), 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 managed independently.

- 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 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
situationand needs.

You should note that this information:

- may contain references to dollar amounts which are not Australian dollars;

- may contain financial information whichis not prepared inaccordance with Australian law or practices;
- may not address risks associated withinvestment in foreign currency denominated investments; and

- doesnotaddress Australiantaxissues.
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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., 16 York Street, Suite 1200, Toronto, Ontario M5J OE6.

- inAustriaand Germany by Invesco Management S.A., President Building, 37A Avenue JF Kennedy,
-1855 Luxembourg, regulated by the Commission de Surveillance du Secteur Financier, Luxembourg.

- inBelgium, Denmark, Finland, France, Greece, Italy, Ireland, Luxembourg, Netherlands, Norway,
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