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The final quarter of 2019 saw a notable improvement in market 
sentiment, but what strategies and themes to follow in 2020?  

The final quarter of 2019 saw improved sentiment as forward-looking 
economic indicators stabilised, suggesting that the downward trend 
in global output was bottoming out. This drove core government bond 
yields higher during November. The move higher in rates was relatively 
orderly and viewed by many as a positive correction from historically low 
levels. Finally, the UK election delivered a conclusive result in December 
to help improve certainty around BREXIT. Given this relatively subdued 
environment and the positive returns experienced during 2019 across 
most asset classes, market activity was muted into year end. 
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2019 summary 
The pivot by central banks at the beginning of 2019 to a more accommodative stance 
and the reinstatement of the ECB’s Corporate Sector Purchase Programme later in 
the year resulted in strong returns for corporate bond markets during 2019. Indeed, 
global corporate bond spreads achieved our bullish spread estimate of 100bps, reaching 
tights of 98bps on the final day of the year (see Figure 1). Total returns surpassed our 
expectations with the fund delivering 15.7% versus 12.5% of the benchmark (returns are 
gross, USD, benchmark is the Bloomberg Barclays Global Aggregate Corporate Index 
USD Hedged), the net equivalent and longer-term relative performance is covered further 
down in the article. The themes which worked well and contributed strongly to the fund’s 
outperformance were the Japanification of Europe, Chinese transitioning & financial 
deleveraging. Please see Figure 2 for a full list of the key themes within the fund. 

Strategy 
We believe that during 2020:
–  Ongoing dispersion within the global 

corporate bond universe will create 
relative value opportunities to deliver 
excess returns 

–  Market beta will be much less 
effective during 2020 in generating 
outperformance given lower yields 
and tighter spread levels, therefore 
carry will be the predominant driver 
of excess returns

–  Positive market supply and demand 
technicals created by a hunt for yield 
and the ECB’s Corporate Sector 
Purchase Programme should continue 
to support high quality corporate 
bonds globally

Given the fund’s philosophy of focusing on 
delivering alpha by implementing relative 
value themes, we believe it is well placed 
for the year ahead. As a reminder, these 
themes are constructed using security 
selection in order to best represent our 
view and to try and capture the highest 
risk adjusted returns within the guidelines 
of the strategy. 

Figure 1 
Global corporate bond spread

Source: Bloomberg, as at 7 January 2020. 
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For illustrative purposes only. 

Japanification of Europe: Prolonged period 
of low growth and low inflation 

Policy Normalisation Potential/Financial 
Repression effectiveness 

Global Growth Convergence under stable 
USD backdrop

Credit Cycle Differentiation: Europe 
Early-Mid vs. US Late Cycle

Chinese transition from investment to 
consumption driven economy 

Geopolitical disruptions: Populism 
and Protectionism

Financial deleveraging trends with 
improvement in asset quality and capital 

Restructuring & balance sheet preservation 
trends favouring commodity names

Idiosyncratic and Recovery Type Plays

Cross Currency Basis Opportunities

Figure 2 
Key long-term investment themes 
 
Key themes

 
 
 
Examples

Curve Flatteners, High quality 
spread convergence

CSPP Ineligible over CSPP eligible 
debt; focus on short dated hybrids 
 
Strong EM corporates in an 
improving sovereign  
 
European over US Credit
 
 
Chinese offshore bonds: TMT Giants 
& Key SOEs 
 
Buy the rumor and sell the fact e.g. Brexit 
Trade Tension: Focus on non-cyclicals 

Dutch, Swiss, Scandi and UK banks
Cocos, T2 vs SNP/T3 
 
Vertically Integrated, High quality 
pipeline issuers

Rising Stars/Fallen Angel

Foreign issuers issuing in Eur.  
Take advantage of basis differential 



Themes typically target alpha across Sectors, Regions, Capital Structure, Curve 
Term Structure & Cross Currency Basis. A summary of the fund’s positioning 
across each of these risk factors can be found below:

Sector 
We have long held a preference for 
financials over non-financials, and whilst 
the expression of this theme has evolved 
through time as the securities we prefer 
has changed, it remains a key position. Due 
to weak profitability in the sector security 
selection is key and we continue to focus 
on names with strong balance sheets; We 
prefer Swiss, Benelux, Scandi and UK banks. 
 
Financials as a whole still trade at a 
premium to non-financials, a dynamic 
that has persisted since the 2008-2009 
financial crisis and whilst the ECB do 
not buy financial bonds as part of their 
Corporate Bond Purchase Programme, we 
believe that the sector will again benefit 
from a spill over effect witnessed during 
QE1. We maintain our view that financials 
will trade through their counterparts as 
they continue to become more utility 
like and see the post GFC systematic risk 
premium reduce. Furthermore, we believe 
that ECB’s Corporate Bond Purchase 
Programme has caused valuations of 
non-financials to become less attractive. 
In particular we are underweight more 
cyclical sectors like Real Estate, Autos 
and Capital Goods which we believe will 
be more sensitive to weak economic 
data. Where we do have exposure to 
non-financials, we have a preference for 
more defensive sectors such as Telecom’s 
and Energy (the latter due to heightened 
middle eastern tensions creating upward 
pressure on oil prices). 

Region 
The resemblance of the European Union 
to that of Japan 15 years ago is quite 
striking, particularly with regard to aging 
demographics, low growth, low inflation 
and easy financial conditions. Considering 
this, and what we have witnessed in Japan, 
we believe this environment is set to persist 
in Europe, and will continue to benefit the 
investment grade corporate bond markets 
as investors search for high quality yield. 
This, when combined with solid corporate 
fundamentals, lead us to be positive on the 
region and we continue to be comfortable 
to invest in the euro Japanification theme. 
 
In Asia, we are targeting Chinese 
corporates that are set to benefit the most 
from China’s transition over the longer 
term from an investment led economy to 
consumption driven. We believe these are 
the tech & media giants along with key 
state-owned entities, primarily focused on 
infrastructure. It should be noted that we 
only purchase the hard currency bonds 
from these issuers. In addition to improving 
credit fundamentals as the transition 
progresses, we believe market conditions 
will also improve through increased 
liquidity and transparency. We continue to 
be comfortable with the China rebalancing 
theme and the tools that the Peoples Bank 
of China and the government have to 
manage the rebalancing of their economy  
 
Elsewhere, we remain cautious on 
US corporates in given their late 
cycle characteristics and maintain 
our underweight to the region given 
richening valuations and our view that US 
growth has peaked in this cycle. We are 
particular concerned about the increase 
in shareholder friendly activities such as 
M&A and share buybacks, especially as we 
head towards a US election year where 
US asset prices (especially equities) have 
become expensive. As a result, the credit 
cycle differentiation theme on a regional 
basis continues to be a key active position.

Capital Structure 
In this environment of low growth, low 
inflation and easy financial conditions, the 
probability of default should remain at low 
levels for companies with robust balance 
sheets. Consequently, we are comfortable 
to invest down the capital structure in 
bonds issued by companies that our credit 
research team have identified as having 
particularly strong fundamentals.  

Here we prefer:
–  Shorter dated AT1 securities issued by 

financials that have high coupon step 
up language which helps to minimise 
extension risk (the risk of not being 
called at first opportunity)

–  Corporate hybrids issued by highly 
rated companies with attractive 
valuations. Further, we believe the 
market will be well supported by 
the trend of tender and re-financing 
as corporates seek to bring down 
average borrowing costs in the low 
yield environment 
 

Curve Term Structure 
Flat credit spread curves in the US and 
Europe mean that the additional spread 
you gain for holding longer dated bonds 
is low. As a result, we prefer shorter 
dated bonds at this juncture which also 
complements our preference for short 
dated subordinated bonds as outlined in 
the capital structure theme. 
 

Cross Currency 
Cross currency opportunities tend to be 
more dynamic in nature. For reference, all 
of our investment decisions are made on a 
hedged yield basis. Therefore, as hedging 
costs and issuing trends fluctuate, we seek 
to purchase the most attractive bonds of 
a company by currency of issuance on a 
currency hedged basis. Currently, we see 
good value in European companies issuing in 
US dollars and US companies issuing in euro.

Figure 3 
Fund positioning 
 
Thematic Risk Factor Overweight Underweight

Source Invesco, as at 31 December 2019, relative to Bloomberg Barclays Global 
Aggregate Corporate Index USD-Hedged. 

Sector Financials Non-financials 

Region Europe & Asia US & Canada 

Capital Structure Subordinated  Senior 

Curve Term Structure Short dated (2-5 years) Long dated (10-30 years) 

Cross Currency Basis – – 
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Outlook 
Our base case remains that the global macro backdrop (low growth, low 
inflation, easy monetary policy) will continue to be conducive for high 
credit quality corporate bonds and that this combined with a hunt for 
yield will result in the asset class remaining well supported during 2020. 
Key risks to our views would be a strong reflation impulse and the 
subsequent tightening of monetary policy by central banks, something 
we assign a very low probability to given current data. Separate to 
this, a spike in global recession risk followed by a deterioration in credit 
fundamentals would also weigh on the asset class. 
 
As we begin the year the overall active risk of the fund versus the 
benchmark is at the lower bound of historical averages at around 
60bps of tracking error on an ex-ante basis. This is a combination 
of lower market volatility and more conservative positioning. Of 
this active risk, over three-quarters is deployed in the credit themes 
whilst the remainder is being utilised in macro overlay positioning via 
rates exposure. For example, within European duration, we have a 
curve flattener position expressed through the 5 and 30-year parts 
of government curves which we believe should perform well during 
periods of risk off whilst offering positive carry.  
 
Overall, we still see the potential for credit spreads at an index level to 
richen further from here based on the technical and economic backdrop 
but believe this will be secondary to carry. Hence, we continue to seek 
to drive alpha through the implementation of the relative value themes. 

Annualised Performance – Gross vs. Benchmark 
31 December 2019 
 

Annualised returns (%) 
     YTD 1 month 3 months 1 year 3 years 5 years

Invesco Global Investment Grade  15.68 0.40 1.27 15.68 6.78 5.98 
Corporate Bond Fund

Bloomberg Barclays Global Aggregate  12.51 0.26 0.82 12.51 5.60 4.53 
Corporate (US$ hedged) Index

Excess Return  3.17 0.14 0.45 3.17 1.18 1.45 
 

Performance measures 

I/R    – – – – 1.04 0.87

Tracking Error  – – – – 1.08 1.60 
 

Calendar year (%) 
    2019 2018 2017 2016 2015 2014 2013

Invesco Global Investment Grade 15.68 -2.34 7.76 7.24 2.39 11.70 2.49 
Corporate Bond Fund

Bloomberg Barclays Global Aggregate  12.51 -1.00 5.70 6.22 -0.24 7.60 0.07 
Corporate (US$ hedged) Index

Excess Return 3.17 -1.34 2.06 1.02 2.63 4.10 2.41 
 
 
Past performance is not a guide to future returns. 
Source: Invesco as at end December 2019. Please note that performance figures reflect the echo effect caused by differences 
in timing between the pricing of the fund and pricing of its benchmark. Returns less than one year are cumulative; all others 
are annualised. Performance figures are shown in US$, inclusive of reinvested income, gross of ongoing charges and net of 
portfolio transaction costs. The figures do not reflect the entry charge paid by individual investors. Please see Net vs. Peer Group 
performance slide for the impact of ongoing charges.
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Annualised Performance – Net vs. Peer Group (USD Hedged) 
31 December 2019 
 

Annualised returns (%) 
     YTD 1 month 3 months 1 year 3 years 5 years

Invesco Global Investment Grade  14.52 0.31 1.02 14.52 5.68 4.81 
Corporate Bond Fund (A-AD Shares)

Invesco Global Investment Grade  14.80 0.33 1.08 14.80 5.93 5.05 
Corporate Bond Fund (C-AD Shares)

Morningstar GIFS Global Corporate   11.14 0.40 0.99 11.14 4.81 3.83 
Bond (US$ hedged) 
 

Peer group quartile: Based on A-Shares

Morningstar GIFS Global Corporate  1 3 2 1 1 1 
Bond (US$ hedged) 
 

Calendar year (%) 
    2019 2018 2017 2016 2015 2014 2013

Invesco Global Investment Grade  14.80 -3.09 6.85 6.23 1.32 10.60 1.47 
Corporate Bond Fund (C-AD Shares)

Morningstar GIFS Global Corporate 11.14 -1.97 5.63 5.73 -0.83 6.47 0.25 
Bond (US$ hedged) 
 
 
Past performance is not a guide to future returns. 
Data as at end December 2019. Fund performance figures is shown in EUR inclusive of reinvested income and net of the ongoing 
charges and portfolio transaction costs. The figures do not reflect the entry charge paid by individual investors. Sector average 
performance is calculated on an equivalent basis. Returns less than one year are cumulative; all others are annualised. Source: © 
Morningstar 2019. All rights reserved. Use of this content requires expert knowledge. It is to be used by specialist institutions only. 
The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied, adapted 
or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are 
responsible for any damages or losses arising from any use of this information, except where such damages or losses cannot be 
limited or excluded by law in your jurisdiction. Past financial performance is no guarantee of future results. 
 

Rolling yearly Performance – Net vs. Peer Group 
31 December 2019 
 

Rolling yearly returns (%) 
      01.01.19 01.01.18 01.01.17 01.01.16 01.01.15 
      31.12.19 31.12.18 31.12.17 31.12.16 31.12.15

Invesco Global Investment Grade    14.52 -3.34 6.62 6.07 1.04 
Corporate Bond Fund (A-AD Shares)

Invesco Global Investment Grade   14.80 -3.09 6.85 6.23 1.32 
Corporate Bond Fund (C-AD Shares)

Morningstar GIFS Global Corporate   11.14 -1.97 5.63 5.73 -0.83 
Bond (US$ hedged) 
 

Peer group quartile

Morningstar GIFS Global Corporate   1 4 1 2 1 
Bond (US$ hedged) 
 
 
The performance data shown relates to a past period.  
Past performance is not a guide to future returns. Data as at end December 2019. Fund performance figures is shown in US$, 
inclusive of reinvested income and net of the ongoing charges and portfolio transaction costs. The figures do not reflect the entry 
charge paid by individual investors. Sector average performance is calculated on an equivalent basis. Returns less than one year 
are cumulative; all others are annualised. Source: © Morningstar 2019. All rights reserved. Use of this content requires expert 
knowledge. It is to be used by specialist institutions only. The information contained herein: (1) is proprietary to Morningstar and/
or its content providers; (2) may not be copied, adapted or distributed; and (3) is not warranted to be accurate, complete or timely. 
Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information, 
except where such damages or losses cannot be limited or excluded by law in your jurisdiction. Past financial performance is no 
guarantee of future results. The performance data shown does not take account of the commissions and costs incurred on the 
issue and redemption of units.

05 Invesco Global Investment Grade Corporate Bond Fund 



Risk Warnings 

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. 
 
Debt instruments are exposed to credit risk which is the ability of the borrower to repay the interest and capital on the redemption 
date. As this fund is invested in a particular sector, you should be prepared to accept greater fluctuations in the value of the fund 
than for a fund with a broader investment mandate. The fund may hold a large amount of Asset Backed Securities (ABS) (complex 
instruments) as well as other lower quality debt securities which may impact the liquidity of the fund under certain circumstances. 
The fund may invest in distressed securities which carry a significant risk of capital loss. 
 

Important information 

This marketing document is exclusively for use by 
Professional Clients and Financial Advisers in Continental 
Europe (as defined below), Qualified Investors in Switzerland, 
Qualified Clients/Sophisticated Investors in Israel and 
Professional Clients in Dubai, Jersey, Guernsey, Ireland, Isle 
of Man and the UK. By accepting this document, you consent 
to communicate with us in English, unless you inform us 
otherwise. This document is not for consumer use, please do 
not redistribute. Data as at 31.12.2019, unless otherwise 
stated. This document 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. For more information on our funds, 
please refer to the most up to date relevant fund and share class-
specific Key Investor Information Documents, the latest Annual 
or Interim Reports and the latest Prospectus, and constituent 
documents. Subscriptions of shares are only accepted on the 
basis of the most up to date legal offering documents. These 
documents are available from our website www.invesco.eu and 
are without charge. The Key Investor Documents are available 
in local language. This marketing document is not an invitation 
to subscribe for shares in the fund and is by way of information 
only, it should not be considered financial advice. This does not 
constitute an offer or solicitation by anyone in any jurisdiction 
in which such an offer is not authorised or to any person to 
whom it is unlawful to make such an offer or solicitation. Persons 
interested in acquiring the fund should inform themselves as to 
(i) the legal requirements in the countries of their nationality, 
residence, ordinary residence or domicile; (ii) any foreign 
exchange controls and (iii) any relevant tax consequences. As 
with all investments, there are associated risks. This document 
is by way of information only. Asset management services 
are provided by Invesco in accordance with appropriate 
local legislation and regulations. The fund is available only in 
jurisdictions where its promotion and sale is permitted. Not all 
share classes of this fund may be available for public sale in all 
jurisdictions and not all share classes are the same nor do they 
necessarily suit every investor. Fee structure and minimum 
investment levels may vary dependent on share class chosen. 
Please check the most recent version of the fund prospectus 
in relation to the criteria for the individual share classes and 
contact your local Invesco office for full details of the fund 
registration status in your jurisdiction. Please be advised that 
the information provided in this document is referring to Invesco 
Global Income Real Estate Securities Fund Class A (accumulation 
– USD) exclusively. This fund is domiciled in Luxembourg. 
 
For the distribution of this document, Continental Europe is 
defined as Austria, Belgium, Finland, France, Germany, Greece, 
Italy, Luxembourg, Netherlands, Norway, Spain and Sweden. 
 
Issued by Invesco Management S.A., President Building, 37A 
Avenue JF Kennedy, L-1855 Luxembourg, regulated by the 
Commission de Surveillance du Secteur Financier, Luxembourg.

Dubai: Issued by Invesco Asset Management Limited, Po Box 
506599, DIFC Precinct Building No 4, Level 3, Office 305, 
Dubai, United Arab Emirates. Regulated by the Dubai Financial 
Services Authority. Guernsey: The fund can only be promoted 
to Professional Clients. Isle of Man: The fund is an unregulated 
scheme that cannot be promoted to retail clients in the Isle of 
Man. The participants in the scheme will not be protected by any 
statutory compensation scheme. Israel: Issued by Invesco Asset 
Management Limited, Perpetual Park, Perpetual Park Drive, 
Henley-on-Thames, Oxfordshire RG9 1HH, UK. Authorised and 
regulated by the Financial Conduct Authority. No action has been 
taken or will be taken in Israel that would permit a public offering 
of the Fund or distribution of this document to the public in 
Israel. This Fund has not been approved by the Israel Securities 
Authority (the ISA). Accordingly, the Fund shall only be sold 
in Israel to an investor of the type listed in the First Schedule 
to the Israeli Securities Law, 1968, which has confirmed in 
writing that it falls within one of the categories listed therein 
(accompanied by external confirmation where this is required 
under ISA guidelines), that it is aware of the implications of being 
considered such an investor and consents thereto, and further 
that the Fund is being purchased for its own account and not for 
the purpose of re-sale or distribution. This document may not 
be reproduced or used for any other purpose, nor be furnished 
to any other person other than those to whom copies have been 
sent. Nothing in this document should be considered investment 
advice or investment marketing as defined in the Regulation 
of Investment Advice, Investment Marketing and Portfolio 
Management Law, 1995 (“the Investment Advice Law”). 
Investors are encouraged to seek competent investment advice 
from a locally licensed investment advisor prior to making any 
investment. Neither Invesco Ltd. Nor its subsidiaries are licensed 
under the Investment Advice Law, nor does it carry the insurance 
as required of a licensee thereunder. This document does not 
constitute an offer to sell or solicitation of an offer to buy any 
securities or fund units other than the fund offered hereby, nor 
does it constitute an offer to sell to or solicitation of an offer to 
buy from any person or persons in any state or other jurisdiction 
in which such offer or solicitation would be unlawful, or in which 
the person making such offer or solicitation is not qualified to 
do so, or to a person or persons to whom it is unlawful to make 
such offer or solicitation. Switzerland: This document is issued 
in Switzerland by Invesco Asset Management (Schweiz) AG, 
Talacker 34, CH-8001 Zurich, who acts as a representative 
for the funds distributed in Switzerland. Paying agent for the 
fund distributed in Switzerland: BNP PARIBAS SECURITIES 
SERVICES, Paris, succursale de Zurich, Selnaustrasse 16, 
CH-8002 Zürich. UK: For the purposes of UK law, the fund/(s) is/
are a recognised scheme/(s) under section 264 of the Financial 
Services & Markets Act 2000. The protections provided by the 
UK regulatory system, for the protection of Retail Clients, do not 
apply to offshore investments.
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