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Key takeaways

 The Asian fixed income market is now an important asset class for global

investors. The market has undergone transformative developments over the years,
particularly with China’s steady efforts to open up its capital markets to global
investors, resulting in the ongoing inclusion of Chinese onshore assets into key
global indices. The Asian fixed income market is sized at over USD 19 trillion,
after having grown phenomenally just in the past 10 years1
 In some of the past market crises, Asia dollar bonds had rebounded sharply

following the drawdown. Over the long-term, despite the dips along the way, the
market has seen an annualized return of 6.9% in the past 20 years and has
outperformed global bonds in the process2
 Amidst the uncertainties in 2020, Asia bonds have fared relatively well thus

far. Asia dollar investment grade bonds saw a smaller drawdown compared to
global investment grade bonds and US investment grade bonds. The Asia dollar
high yield bond market is also expected to have a relatively lower default rate in
2020 versus other high yield markets. In local currency bonds, China and India
have thus far outperformed emerging markets as a whole
 After the recent market volatility, valuations for Asia dollar bonds have become

more attractive. On a relative basis, Asia dollar bonds continue to offer a yield
premium versus bonds in the US and Europe
 At HSBC Global Asset Management, we have been successfully investing in

Asian fixed income markets throughout various market cycles for nearly 25
years. Since we manage one of the oldest Asia credit funds in the market, we
have navigated a number of crises. Our strength in navigating the Covid-19 crisis
has been evidenced by our first quartile (top) peer ranking across various periods
for most of our Asian fixed income funds

Note 1: Source is JP Morgan, AsianBondsOnline, Reserve Bank of India, as of March 2020
Note 2: Source is Bloomberg, Bank of America Merrill Lynch, as of 31 May 2020
Source: HSBC Global Asset Management, Bloomberg, JP Morgan, Bank of America Merrill Lynch as of 31 May 2020
Investment involves risks. Past performance is not indicative of future performance. Any forecast, projection or target where provided is
indicative only and is not guaranteed in any way. HSBC Global Asset Management Limited accepts no liability for any failure to meet such forecasts, projections or
targets. For illustrative purposes only.
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Asian fixed income markets have come a long way in the
past 10 years

Asian fixed income assets have grown tremendously over the last decade
Asia’s economic prominence
has grown over the last decade
and today the region is one of
the main engines of global
growth. During the same period,
Asian fixed income markets
have seen a remarkable growth
in assets, accompanied by
transformative developments,
particularly the increasing
integration of China onshore
markets into the global capital
markets and the resulting
inclusion of China onshore
bonds into key global indices.
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Asian bonds have outperformed global bonds over the long term
Over the past 20 years, the Asia
dollar bond market has delivered
an annualized return of 6.9%
and has outperformed global
bonds during this period. While
Asian bonds were not immune
to the negative impact of past
market crises, they recovered
sharply following periods of
downfalls, ultimately leading to a
strong rise over the long term.

Performance
31 Dec 1999=100
Cumulative return from 2000 to 31 May 2020:
Asia USD IG & HY bonds:
+296%
Asia USD IG bonds:
+291%
Asian local currency bonds:
+197%
Global IG bonds:
+145%
US IG bonds:
+235%
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Source:
1.
JP Morgan, as of March 2020
2.
AsianBondsOnline, Reserve Bank of India, as of March 2020
3.
Indices used are Bloomberg Barclays Global Aggregate Index USD Unhedged, ICE BofA Asian Dollar IG Corporate Index, ICE BofA Asian Dollar Corporate
Index, iBoxx ABF Pan-Asia Unhedged USD Total Return Index, ICE BofA US IG Corporate Index. Data as of 31 May 2020.
Investment involves risks. Past performance is not indicative of future performance. Any forecast, projection or target where provided is
indicative only and is not guaranteed in any way. HSBC Global Asset Management Limited accepts no liability for any failure to meet such forecasts, projections or
targets. For illustrative purposes only.
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During past crisis periods, Asia dollar bonds bounced
back sharply following the downfall

Global financial
crisis of 20072008:
The Asian high yield
bond market suffered a
large drawdown during
the crisis, but it gained
95% in the 12-month
period after the market’s
trough, making the
rebound a lot more
compelling than other
markets. Quantitative
easing from the US Fed
helped with the recovery,
while quick fiscal action
from the Chinese
government during the
crisis benefited Asia
overall.

European
sovereign debt
crisis of 2011:
In similar fashion to the
global financial crisis,
Asia high yield
underwent a larger
drawdown but had a
much stronger recovery
versus other markets.
Asian bonds and other
markets bottomed when
quantitative easing and
emergency loan
measures were
implemented/released
by the Bank of England
and the European
Central Bank.

Performance
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Note: Peak to trough dates are different for each market and determined individually: for global financial crisis: Global IG bonds from 17/03/2008 to 28/10/2008,
Asia USD IG bonds from 22/01/2008 to 31/10/2008, US IG bonds from 23/01/2008 to 30/10/2008, Global HY bonds from 21/05/2008 to 21/11/2008, Asia HY bonds
from 31/10/2007 to 29/10/2008, US HY bonds from 31/05/2007 to 12/12/2008. For European sovereign debt crisis: Global IG bonds from 19/08/2011 to 25/11/2011,
Asia USD IG bonds from 10/08/2011 to 6/10/2011, US IG bonds from 4/08/2011 to 11/10/2011, Global HY bonds from 26/07/2011 to 4/10/2011, Asia HY bonds
from 2/08/2011 to 5/10/2011, US HY bonds from 26/07/2011 to 04/10/2011. Source: Indices used are Bloomberg Barclays Global Aggregate Index USD Unhedged,
ICE BofA Asian Dollar IG Corporate Index, ICE BofA US IG Corporate Index, Bloomberg Barclays Global HY Index USD Unhedged, ICE BofA Asian Dollar HY
Corporate Index, ICE BofA US HY Corporate Index. Data as of 31 May 2020.
Investment involves risks. Past performance is not indicative of future performance. Any forecast, projection or target where provided is
indicative only and is not guaranteed in any way. HSBC Global Asset Management Limited accepts no liability for any failure to meet such forecasts, projections or
targets. For illustrative purposes only.
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So far in 2020, Asian bond performance has stayed
relatively resilient

China and India local bonds have outperformed emerging markets YTD
Some Asian local currency
bonds have fared relatively well
year-to-date amidst very
supportive and proactive
government and central bank
action. India, for instance, has
been implementing special
“twist” open market operations –
an unconventional policy,
intended to lower elevated term
premiums and improve rate
transmission. Low amounts of
foreign currency borrowing and
a lack of reliance on
commodities have made Asian
rates and currency markets
relatively more resilient.
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Dollar IG assets: Asia’s drawdown was smaller than the US and EM
The Asian investment grade
credit universe is mainly made
up of bonds issued by large,
stable and often government
related institutions. Many issuers
also entered 2020 with better
corporate fundamentals than in
past years, indicating that they
were better equipped to weather
the uncertainties. These are
some reasons that help explain
the resilience of Asia investment
grade credit and its smaller
drawdown versus the US and
EM markets during the downturn
in March 2020.

Performance
31/12/2019=100

March 2020 drawdown
Asia USD IG bonds: -7.1%
US IG bonds: -15.1%
Global IG bonds: -8.8%
EM IG USD bonds:-10.9%
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Source:
1.
Indices used are Bloomberg Barclays Global Aggregate Index USD Unhedged, ICE BofA Asian Dollar IG Corporate Index, ICE BofA US IG Corporate Index,
JP Morgan Corporate Emerging Market Index. Data as of 22 June 2020.
2.
Indices used are Bloomberg Barclays Global Aggregate Index USD Unhedged, ICE BofA Asian Dollar IG Corporate Index, ICE BofA US IG Corporate Index.
Data as of 22 June 2020
Investment involves risks. Past performance is not indicative of future performance. Any forecast, projection or target where provided is
indicative only and is not guaranteed in any way. HSBC Global Asset Management Limited accepts no liability for any failure to meet such forecasts, projections or
targets. For illustrative purposes only.
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2020 default rates for Asian bonds are expected to be
lower than other regions

Asia dollar high yield market: Default rate expected to be lower than other
high yield markets
The default rate of the Asian
high yield bond market is
expected to be 4% for 2020,
which is lower than other global
markets. One of the favourable
factors is the lower exposure
that Asian credit has to the
energy sector. Overall, default
risks in Asia high yield remain
idiosyncratic. While we might
see a record amount of defaults
in 2020, given the high growth of
the Asian high yield market size
over the past few years, defaults
as a percentage of the market
should remain manageable.
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China onshore bond market: Defaults expected to be manageable
Overall the default rate in the
China onshore bond market is
very low and is expected to stay
in range. The Chinese
government has been focused
on achieving growth stability and
implementing not only
comprehensive monetary and
fiscal measures, but also
emergency loan programs to
alleviate funding stress. All of
these measures should continue
to keep systemic default risks off
the table.
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Source:
1.
JP Morgan as of April 2020
2.
Wind as of April 2020

Investment involves risks. Past performance is not indicative of future performance. Any forecast, projection or target where provided is
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In a reach for yield world, Asian bonds offer a clear yield
advantage

Valuations of Asia dollar corporate bonds are attractive
The volatility in 2020 has
made the valuations of
Asian bonds more
attractive on a historical
basis. On a relative
basis, Asia dollar bonds
are offering a yield
premium to other
markets – a benefit in a
world of low rates and
low growth. The stability
of Asia credit is also
bolstered by much lower
levels of duration than
other global credit
markets.
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Asian local currency bonds offer a yield premium
10-year government bond yields (%)
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Amid broad-based
monetary easing, Asian
local government bond
yields have come down
year-to-date, but still
offer a yield premium
versus other regions.
Even after all the easing,
Asian central banks
have a lot more room for
policy cuts than
developed market
central banks.
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Source:
1.
JP Morgan, Bank of America Merrill Lynch, as of 9 June 2020
2.
Bloomberg, as of 31 May 2020

Investment involves risks. Past performance is not indicative of future performance. Any forecast, projection or target where provided is
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HSBC Global Asset Management’s excellence in Asian
fixed income

Market crises and
downturns

HSBC Asian fixed
income launches

HSBC has been investing in Asian fixed income over many market cycles
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HSBC’s Asian fixed income capabilities rank at the top of their respective
peer groups
Morningstar peer group quartile ranking as of 15 May 2020
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Source:
1.
HSBC Global Asset Management, as of May 2020
2.
Morningstar as of 15 May 2020. Peer ranking is based on the respective bond universe under Morningstar category: HSBC Asian High Yield Bond strategy
under the Morningstar Asia High Yield Bond category, HSBC India Fixed Income under the Morningstar Other Bond category, HSBC Asia Bond Strategy
under the Asia Bond category, HSBC RMB Fixed Income under the RMB Bond category.
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Why HSBC Global Asset Management for Asian fixed
income

Why HSBC Global Asset Management for Asian fixed income
Strong Asian fixed income team
 HSBC Global Asset Management has one of the largest and most experienced

Asian fixed income teams in the world

Established track record in Asian fixed income
 HSBC offers a full suite of Asian fixed income products and solutions with track

records that date back to 1996

Investment discipline and risk focus
 A clear, disciplined and repeatable investment process developed under a global

framework can help maximise return potential for shareholders in different
market cycles

Key Asian fixed income strategies
Key strategies

Asia credit

Asia high yield

Asia local currency

Investment
universe



Asian USD corporate
and sovereign/quasisovereign bonds





Local currency
sovereign bonds





Can be flexible in Asian
local currency bonds
and Asia high yield
bonds

Local currency quasi
sovereign and
corporate bonds



Asian USD corporate
and sovereign/quasisovereign bonds, rated
non-investment grade
Can be flexible in Asia
investment grade
bonds and local
currency bonds

Key strategies

China fixed income

India fixed income

Hong Kong bonds

Passive China

Investment
universe



Onshore CNY
bonds









Offshore China
bonds including
CNH bonds
and USD
bonds

INR
denominated
Indian bonds



Indian bonds
denominated in
other
currencies

HKD
denominated
government
and corporate
bonds

Bonds included
in the
Bloomberg
Barclays China
Treasury and
Policy Bank 9%
Capped Index

Source: HSBC Global Asset Management as at 31 May 2020.
Any portfolio characteristics shown herein, including strategy and allocations among others, are for illustrative purposes only. The characteristics may differ
by product, client mandate or market conditions. Information may be changed from time to time without notice.
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as well as up. Investments in emerging markets are by their nature higher risk and potentially more volatile than those inherent in some established markets.
Economies in Emerging Markets generally are heavily dependent upon international trade and, accordingly, have been and may continue to be affected adversely
by trade barriers, exchange controls, managed adjustments in relative currency values and other protectionist measures imposed or negotiated by the countries
and territories with which they trade. These economies also have been and may continue to be affected adversely by economic conditions in the countries and
territories in which they trade. Mutual fund investments are subject to market risks, read all scheme related documents carefully.
The contents of this document may not be reproduced or further distributed to any person or entity, whether in whole or in part, for any purpose. All non-authorised
reproduction or use of this document will be the responsibility of the user and may lead to legal proceedings. The material contained in this document is for
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document may be considered forward looking statements which provide current expectations or forecasts of future events. Such forward looking statements are
not guarantees of future performance or events and involve risks and uncertainties. Actual results may differ materially from those described in such forwardlooking statements as a result of various factors. We do not undertake any obligation to update the forward-looking statements contained herein, or to update the
reasons why actual results could differ from those projected in the forward-looking statements. This document has no contractual value and is not by any means
intended as a solicitation, nor a recommendation for the purchase or sale of any financial instrument in any jurisdiction in which such an offer is not lawful. The
views and opinions expressed herein are those of HSBC Global Asset Management Global Investment Strategy Unit at the time of preparation, and are subject to
change at any time. These views may not necessarily indicate current portfolios' composition. Individual portfolios managed by HSBC Global Asset Management
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Management (Hong Kong) Limited is exempt from the requirement to hold an Australian financial services license under the Corporations Act in respect of the
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