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We believe Asian markets will fare better than other emerging markets amid the current 
Covid-19 crisis. There has been very effective institutional responses to address the 
outbreak and many economies, particularly in North Asia, are now on the path to 
recovery. As bottom-up stock investors, with a strong research platform and a time-
tested bottom-up investment process, we often find our best ideas during the most 
testing times.  

In this piece, we highlight our investment propositions in three key markets - China, 
South Korea and India. In China, we focus on domestically exposed companies that are 
capitalising on long term structural growth trends. We see these trends continuing 
despite Covid-19 and some, such as digitalisation, being accelerated. At the same time, 
we focused our investments in South Korea on strong leaders with global reach in the 
technology and communication services sectors. India is another attractive market, in 
our view, but in the short term we see some challenges amid the Covid-19 outbreak. 
Hence, we reduced our overweight position relative to the fund’s benchmark MSCI AC 
Asia ex. Japan Index to underweight earlier this year, retaining exposure to select 
IT consultancies. 

The Invesco Asia Opportunities Equity Fund is a regional product managed by the Asia 
Equity Investment Team. It has delivered attractive risk-adjusted outperformance for 
clients to date, outperforming its benchmark across 1-, 3- and 5-year periods. Even 
recently amid the heightened market volatility during the Covid-19 outbreak, the 
performance was resilient.

Mike Shiao
Invesco Asia Equity 
Investment Team, 
Hong Kong 

“There have been very 
effective institutional 
responses in Asia to 
address the Covid-19 
situation and policy 
support is strong 
across countries.”
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China’s domestic economic outlook remains robust 

China has always been one of our preferred markets 
in Asia. It offers many compelling investment 
opportunities that are benefiting from the country’s 
strong economic growth. China’s economy is 
stabilising after the Covid-19 disruption and this has 
led to an increased overweight position relative to 
the benchmark index MSCI AC Asia ex. Japan Index 
within the Invesco Asia Opportunities Equity Fund. 
On stock selection, we prefer companies that are 
exposed to domestic demand, particularly those 
capitalising on long term structural growth trends. 
The geopolitical tensions with the US is another 
factor that has shaped the fund’s tilt towards 
domestic sectors. 

Both monetary and fiscal policy support has been 
evident particularly in light of the Covid-19 
outbreak
We believe policy support will play a key role in 
stabilising China’s growth outlook. Lending rates and 
banks’ reserve requirements been cut several times 
to enhance liquidity while, at the same time, the 
budgetary fiscal deficit has increased and special 
Covid-19 government bonds will be used to boost 
infrastructure spend and employment. Against this 
backdrop, domestic industrial production and retail 
sales have improved since March and we expect this 
to continue as economic activities normalises 
further. 

Structural growth trends intact and accelerated 
by Covid-19
As long term active investors, we focus on structural 
growth trends that we believe are generating faster 
and more sustained growth. Despite Covid-19, we 
see these trends remaining largely intact. In 
particular, we expect an acceleration in digitalisation 
as the virus boosted the purchasing of new products 
and services online, so much that online retail sales 
as a percent of total sales increased notably (28% in 
1Q20 vs. 23% in 1Q19)1. 

This increase in online sales was partly achieved by 
companies becoming more innovative. We saw the 
e-commerce platforms launching a new shopping 
festival, Double Five on May 5th, throughout which 
discounts were provided to generate sales growth. 
Meanwhile, the Covid-19 backdrop led to the 
emergence of some new businesses, such as the 
telemedicine market. E-commerce platforms, which 

had previously just delivered drugs or booked 
appointments, began to provide treatment and 
advice. For example: a subsidiary of our holding 
in a large online platform claimed that monthly 
consultations had grown tenfold since the outbreak: 
an arm of another large platform (a holding) launched 
a free “online clinic”; and WeDoctor, an app backed 
by a leading internet conglomerate (a holding) 
mobilised 20,000 physicians to work online during 
the epidemic thereby encouraging the use of its 
platform going forward.

Escalating geopolitical risk led to a greater tilt 
towards domestic stocks 
US-China tensions have moved beyond trade to 
technology and finance, evidenced by US actions 
aimed at limiting Huawei‘s (China’s largest 
telecommunication equipment manufacturer) access 
to semiconductor technology and a tightening of 
regulations surrounding US-listed Chinese companies. 
The Phase 1 trade agreement2 helped mitigate 
tensions somewhat, but we believe they will continue 
given the strategic rivalry between these two countries. 
In particular, we believe geopolitics will be a key risk 
that investors will monitor in the 2H20 as the 
US election approaches. 

Stock selection is focused on domestically exposed 
companies benefiting from structural trends 
Due to the above factors, we increased the fund’s tilt 
towards domestic stocks within the communication 
services and consumer discretionary sectors. We 
added one large online platform company and an 
online gaming company in the 4Q19, followed more 
recently in March (2020) by a new position in China’s 
largest e-commerce platform offering services ranging 
from food delivery to lifestyle deals and travel 
reservations.

Our holding in the large online platform business is 
a key beneficiary of e-commerce growth, in our view. 
What differentiates this company from others is that 
it has invested heavily in logistics. Hence, when 
China locked down its economy, it was positioned to 
continue delivering orders to its growing number of 
customers. This stock has since added value to 
relative returns on the back of strong results. As 
regards the gaming company, we believe this 
internet gaming company can achieve robust growth 
given its strength in developing blockbuster games. 
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This, combined with its overseas presence in Japan 
and other western countries, will drive a rerating of 
its share price, while its valuation is not demanding 
compared with peers, in our view.

Finally, we initiated a position in an online food 
delivery platform (see figure 1 for market growth) 
which is capitalising on the growing digitalisation of 

consumer markets. Despite being a latecomer to the 
food delivery market, this company gained market 
share to become the number one food delivery 
platform. Using this position, it has been successful 
in cross-sell higher-margin lifestyle services in leisure 
and entertainment. The company is now a leading 
channel for lifestyle services ranging from beauty to 
wedding planning.

Figure 1
Food delivery market in China is expanding fast
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India’s IT consultancies offer attractive opportunities

India is another area where we look for attractive 
investment opportunities arising from structural 
growth. Backed by ongoing structural reforms and a 
government that is bringing about tangible change, 
the economy has potential to offer such opportunities. 
As such, the Invesco Asia Opportunities Equity Fund 
has tended to be overweight India relative to its 
benchmark MSCI AC Asia ex. Japan Index over the 
long term. However, in the short term, we see 
challenges amid the Covid-19 outbreak.

The Indian market has underperformed on concerns 
surrounding the potential impact of the virus, just 
as the economy was emerging from years of balance 

sheet repair within the banking system. Nationwide 
lockdowns have been implemented, and with 
approximately 80% of its workforce in the unorganized 
sector, the economy is vulnerable if the lockdowns 
are prolonged (figure 2). In fact, we believe a 
technical recession cannot be ruled out in India. 

As a result, we reduced our overweight to underweight 
over 1Q20 by selling holdings in the consumer 
exposed auto companies and private financial 
institutions. Specifically, in relation to the banks, 
we are worried that non-performing loans as a % of 
total loans might rise on a worsening economic 
outlook. Currently we do not have any direct consumer 

Figure 2
Approximately 80% of India’s workforce is in the unorganized sector
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exposure and instead, the fund is focused on the IT 
consultancies. 

India’s technology sector is expected to enter a 
high-growth phase 
Recent commentaries from 200 global companies 
highlighted that they are expecting to allocate more 
capital to technology projects. Past economic cycles 
have led us to expect that Indian outsourcers should 
benefit significantly from this increased spend. 
Recently, Covid-19 has boosted technology spend as 
it has forced exponential use of apps and platforms, 
from online shopping to telemedicine. This will drive 
technological spend, implying higher revenue growth 
for Indian players, in our view. 

Indian technology consultancies have experienced 
limited disruptions from Covid-19 
We expect our two holdings in IT consultancies to 
experience limited disruption given their revenue is 

globally sourced and their workforces are working 
from home. One of these consultancies has talked 
about a minimal impact so far from a ramp-down of 
projects that had begun before the virus outbreak. 
There are short term uncertainties but over the 
medium to long term, technology spend is likely to 
remain resilient thanks to the accelerated digital 
trend that we have witnessed in the past few months 
(figure 3). 

These companies are high quality companies which 
have experienced robust deal wins and strong 
revenue growth over the last year. Furthermore, we 
have seen the rupee depreciated by 4.5% versus the 
dollar since the end of February, which should provide 
a tailwind to margins and earnings. Their substantial 
cash flow generation, high earnings visibility, 
reasonable valuations and attractive ESG rankings 
implies a healthy prospect going forward, in our view. 

South Korea offers attractive opportunities within technology

South Korea is a developed economy in Asia with 
technological capabilities. This has given rise to 
many industry leaders with global reach, many 
of which can be found within the technology and 
communication services sectors. In particular, we 
are attracted to a large electronics equipment 
company, which has extended its lead over competitors 
in its main businesses. Furthermore, we favour 

internet companies that are benefiting directly from 
the structural digitalisation trend in Asia.

An electronic company’s (holding) valuation does 
not reflect the memory sector’s resilient outlook 
Our investment case for this electronics business is 
based on the memory sector’s outlook remaining 
resilient combined with the fact that the company is 

Figure 3
IT consultancies benefit from acceleration of digital transformation
Global annual contract value (ACV) quarterly trend 
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only trading slightly above its book value. Thanks to 
healthy inventory levels (figure 4) and disciplined 
capital expenditure, we believe that extended price 
declines are unlikely. At the same time, DRAM 
demand looks healthy: smartphone demand is 
expected to normalise (2021) and demand stemming 
from streaming and gaming is increasing. This 
company’s recent results highlighted restocking in 
the memory chip cycle and signs of a normalisation 
in mobile shipments. 

South Korea’s top internet companies have 
attracted our attentions
We have select holdings in two internet companies, 
including South Korea’s top search portal, and a 
games company. The search portal‘s revenue is 
driven by advertising revenue, which we expect will 
remain robust (figure 5) given rising mobile 
monetization and an accelerating e-commerce ad 
contribution. Furthermore, this company has a 73% 

stake in a global mobile messenger service which 
offers promising growth with its ads business driven 
by the growth in the mobile ad market and the 
monetization of its large active uses. The robustness 
of this company‘s business was highlighted during 
Covid-19, when its platform saw a significant 
increase in both trading volume and traffic.

Turning to the games company, it is a pure MMORPG 
(Massive Multiplayer Online Role Playing Game) 
company whose games are available in domestic and 
overseas markets. The company’s games have 
generated stable earnings over the last 20 years and 
will continue to do so, in our view. The Covid-19 
impact on earnings has been largely neutral. The 
source of revenue expansion for the domestic 
market has been content updating, while overseas, 
this company has witnessed a significant traffic 
increase which should be positive for sales, in our 
view.

Figure 4
DRAM suppliers’ inventory at healthy level 
Two industry leaders - Samsung Electronics (SEC) & SK Hynix
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Figure 5
Advertisement revenue has been shifting to digital
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Notes
1	 Source: Morgan Stanley Research, National Bureau of Statistics as of March 2020. 
2	� Phrase 1 trade US-China agreement delayed indefinitely new tariffs on $160bn of Chinese imports and reduced tariffs on $120bn of 

Chinese imports to 7.5% from 15%.

Risk-adjusted returns are strong with risk ratios 
among 1st quartile within the peer group
Importantly, the fund has also achieved substantial 
risk-adjusted performance with superior Sharpe, 
Sortino and Information ratios all ranking 1st quartile 
against the peer group over 5 years and, at the 
same time, the returns have been less volatile than 
peer fund returns (measured by standard deviation). 
In addition, the fund‘s positioning has produced 
comparatively low drawdowns (max drawdown 
ranked 1st quartile over 5 years), providing risk 
mitigation in weak market cycles.

Outperformance driven by capitalising on strong 
consumer demand
Over the last three years to July 2020, country 
allocation and stock selection added value. This was 

particularly the case in China where a leading online 
consumer-exposed platform business was a positive 
contributor. Its share price outperformed as it 
increased the retail penetration of its product 
categories and pushed its margins higher. Furthermore, 
our select exposure to an online food  delivery 
company also added value, as it capitalised on its 
market leading position.  
 
Elsewhere, the Chinese healthcare companies were 
among the largest positive contributors due to 
increasing demand for healthcare products and their 
perceived ”safe haven” status during times of 
geopolitical tensions. In particular, a large healthcare 
company delivered strong returns on the back of its 
rich product pipeline and solid R&D capabilities. 

Table 1
Performance to 31 July 2020 (net performance figures, USD, %)

YTD 1 year 3 years 5 years

Fund 15.8 23.8 25.5 53.6

Benchmark 3.4 12.3 14.6 43.7 

Sector 3.5 11.3 10.7 33.6 

Quartile 1 1 1 1

Standardised 12-month performance figures (%)
31/07/15
31/07/16

31/07/16
31/07/17

31/07/17
31/07/18

31/07/18
31/07/19

31/07/19
31/07/20

Fund 1.0 21.2 10.2 -8.0 23.8 

MSCI AC Asia ex. Japan Index -1.5 27.3 5.2 -3.1 12.3 

Out/underperformance 2.5 -6.1 5.0 -4.9 11.5 

Sector -1.9 22.9 3.3 -3.6 11.3 

Quartile 2 3 1 4 1 

Past performance is not a guide to future returns. Source: Invesco as of 31 July 2020 and Morningstar. Net figures are net of ongoing 
charges and portfolio transaction costs and do not reflect the entry charge payable by individual investors. All performance data is in the 
currency of the share class. 
There is currently a discretionary cap on the ongoing charge of 2.01% in place. This discretionary cap may positively impact the 
performance of the Share Class. 
As the Fund is actively managed, it is not intended that the performance of the Share Class will track the performance of MSCI AC Asia. 
Ex. Japan Index (Net Total Return) (the „Benchmark“). *Fund inception on 30 June 1987. The current lead manager began managing 
the strategy in July 2014.

Performance: Solid performance track record

Consistent risk-adjusted outperformance across 
all periods
The Invesco Asia Opportunities Equity Fund has 
outperformed its benchmark across 1-, 3- and 5-year 
rolling periods (Share class A (Acc-USD): see table) 
while achieving a first quartile position within the 

offshore Asia ex Japan equity peer group. Even 
recently amid the heightened market volatility during 
the outbreak of Covid-19, the performance was 
resilient. The bottom-up stock selection process 
was supported by an equity investment team with 
extensive local knowledge.
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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. As a large portion of the fund is 
invested in less developed countries, you should be prepared to accept significantly large fluctuations in the 
value of the fund. The fund may invest in certain securities listed in China which can involve significant 
regulatory constraints that may affect the liquidity and/or the investment performance of the fund. 
Investments in small and medium sized companies involve greater risks than those customarily associated 
with larger companies. 

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 Cyprus, 
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 31.05.2020, 
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 Asia 
Opportunities Equity 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, Denmark, Finland, France, Germany, 
Greece, Italy, Luxembourg, Netherlands, Norway, Portugal, 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.
Cyprus: Any scheme provided by the Cyprus regulatory system, for the protection of retail clients, does not apply to offshore investments. 
Compensation under any such scheme will not be available. The fund is subject to the provisions of the European Directive 2009/65/EC. 
Denmark: The fund is registered in Denmark for professional investors only and not for public distribution. 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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