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At PineBridge Investments, we actively navigate
fluctuations and uncover new income opportunities to
help clients protect and earn more. Here we share key
highlights across the region including increasing tensions
in the Korean Peninsula and the highly anticipated 19th
Congress of China and why strong fundamentals, low
volatility instruments are a critical core to navigating
upcoming uncertainties.

Asia remains a main driver of global growth, with increasing economic and
financial clout. Rapid Asian capital developments – and the corresponding
impressive investment gain potential – offer new sources of portfolio
return and risk translating into new beta and alpha opportunities.
Nowhere is this more apparent than in Asia’s investment grade fixed
income markets. Favorable yield and duration attributes continue to
attract investors, and the segment offers compelling long-term riskadjusted return potential for those who know where to look.
Many of the region’s macro overhangs have also begun to dissipate. China’s
financials risks appear to remain in check, and a synchronized economic
recovery is underway across Asia, offering greater systemic stability.
There are also reduced concerns about a more protectionist US trade
policy, and the Federal Reserve continues to take a very gradual and wellcommunicated approach in its tightening policy, helping to avoid roiling bond
markets around the globe with unnecessary surprises.
At PineBridge Investments, we are continually searching for new ways for
investors to expand income and appreciation opportunities, while seeking to
protect capital. In this paper, we share key investment highlights about the
potential we are currently seeing in high-quality Asian bonds and why strong
fundamentals and low volatility instruments remain critical in successfully
navigating the segment.

Weighing investment potential by region

Although Chinese issuers continue to make up the bulk of Asia’s investment
grade credit markets, it is important to remember that the broader region
represents a collection of large, incredibly diverse economies. Each comes
with specific investment opportunities and considerations. Our outlook on
several major markets are highlighted below.
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China: 19th National Congress to anchor China’s economic stability
The most significant near-term focus for the Asian bond market is the new
Chinese government which will be unveiled in October at the 19th National
Congress of the Communist Party. An intersection of politics and economic
reform, the upcoming 19th National Congress of the Communist Party will
set the tone and agenda for the region’s largest country for the next five
years. We expect announcements underlining the ongoing gradual steps
China has been taking to liberalize its capital markets, rein in leverage and
reform its state owned enterprises.
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We continue to see value in China, particularly within some strategic stateowned enterprises (SOEs) and select real estate and large financial issuers.
Further strategic SOE consolidation and merger and acquisition activity is
expected to continue, which should generally lead to increased investment
grade credit supply to the US dollar market. These new consolidated
companies will maintain their investment grade ratings, given their
government ownership and strategic positioning.
Korea: Strong fundamentals amidst rising tensions
Tensions radiating from North Korea have substantially increased and
will remain an overhang over Korean assets, including Korean credit.
However, market reaction has so far been mild, and South Korean bonds
do look attractive on a selective basis. Putting political noise aside, several
interesting new deals have offered attractive spreads relative to historical
levels. However, given their elevated risk premium, many Korean issuers
have had to tap the local market, rather than the US dollar market,
for funding.
In our view, this risk premium is predominately due to the geopolitical
tensions rather than fundamentals. When strictly considering the macro
numbers, South Korea has no major issues. There are pockets of risk to
be monitored, such as in the consumption and mortgage sectors, but other
sectors, such as manufacturing, continue to perform remarkably well.
Southeast Asia: Positive credit momentum and rebounding trade
Southeast Asia is one of the few areas that witnessed positive credit ratings
momentum in the past five years. The Philippines, for instance, went from
below investment grade five years ago to investment grade by all three
major rating agencies today. Indonesia also witnessed a substantial credit
rating improvement, with three major agencies rating it investment grade
earlier this year. In addition, with trade on the rebound, monetary policy still
accommodative, and inflation in check, Southeast Asian economies are doing
well. We are surgical in our issuer selection and aware of the relatively tight
valuations, favoring some Indonesian exposure as well as select names in
the commodity space.
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Attractive Yield and Duration Profile
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Source: Bloomberg, as of 31 August 2017. For illustrative purposes only. We are not soliciting or
recommending any action based on this material.

A well-anchored asset class

A confluence of positive factors continue to strengthen the case for Asia’s
investment grade credit securities. What was a relatively small and niche
market only a decade ago has expanded considerably in both size and appeal.
Consistent growth: Since 2009, the overall Asian credit market has more
than tripled in value. This steady growth has helped increase liquidity and
illustrates consistently growing investor demand to access the potential
offered by the region’s fixed income market, of which approximately 80%
is represented by investment grade credits.
A Steady Rise in Market Value
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Source: JP Morgan, as of 31 July 2017. For illustrative purposes only. We are not soliciting or recommending
any action based on this material.
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Record issuance and persistent demand: Asia’s gross credit issuance
has reached record highs in 2017, with an expected over US$200 billion
coming to market. However, taking into account the more than US$135
billion in maturing bonds and coupon payments, net issuance is actually
much lower. This limited supply, coupled with increasing demand for Asia’s
favorable bond yields, particularly for higher credit quality investment grade
securities, is driving stronger technicals for the asset class. Moreover,
Asian investors are now the dominant buyers of these credits, holding 81%
of market assets. This helps explain the lower volatility the asset class has
been experiencing, as domestic buyers investing in their home markets in
companies they know and understand, often tend to be “stickier” in nature.
Record Gross Issuance But Limited New Supply
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Source: JP Morgan, as of 31 July 2017. For illustrative purposes only. We are not soliciting or recommending
any action based on this material.

Solid fundamentals: Fundamentals across the region also remain
steady, and improving in some pockets. For example, corporate leverage
– particularly in China – has been a primary area of concern. However,
looking across broader Asia, net leverage for investment grade issuers has
remained relatively steady after moving lower post the 2008 economic crisis.
In contrast, net leverage for issuers across other major global regions have
markedly increased over the past several years, with broader Asian debt
ratios now 26% lower than other emerging markets, 30% lower than EMEA,
40% lower than the US, and 53% lower than Latin America. While there are
certainly areas of excess leverage in the region, as a whole it appears that
Asian issuers are generally well positioned to support current debt levels,
even should markets turn volatile.
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Lower Net Leverage than Other Regions
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Source: Bank of America Merrill Lynch, as of 31 July 2017. For illustrative purposes only. We are not
soliciting or recommending any action based on this material.

Looking ahead

We continue to see solid opportunities in Asia’s investment grade bond
market. While current headline risk may elevate market volatility toward the
end of the year, favorable technicals and fundamentals continue to indicate
the segment offers attractive long-term investment potential, particularly
as investors prepare fixed income allocations for the increasing wind down
of accommodative central bank monetary policies worldwide. Still, given
some of the current uncertainties, investors interested in the region are
likely best served with an active manager. This universe of securities can
be quite complex, and strong on-the-ground research capabilities and a
demonstrated ability to navigate both the region’s opportunities and potential
pitfalls can be crucial in unlocking the full additive potential of this attractive
– and quickly growing – market.
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About
PineBridge
Investments

PineBridge Investments is a global asset manager with experience in emerging and developed markets, and
investment capabilities in multi-asset, fixed income, equities and alternatives. Our firm is differentiated by the
integration of on-the-ground investment teams of more than 200 professionals, providing investors with the
combined benefits of global fundamental perspectives and analytical insights. We manage over US$85 billion as
of 30 June 2017 for a global client base that includes institutions, insurance companies, and intermediaries.
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This information is for educational purposes only and is not intended to
serve as investment advice. This is not an offer to sell or solicitation of
an offer to purchase any investment product or security. Any opinions
provided should not be relied upon for investment decisions. Any
opinions, projections, forecasts and forward-looking statements are
speculative in nature; valid only as of the date hereof and are subject to
change. PineBridge Investments is not soliciting or recommending any
action based on this information.
Disclosure Statement
This information is for educational purposes only and is not intended to
serve as investment advice. This is not an offer to sell or solicitation of
an offer to purchase any investment product or security. Any opinions
provided should not be relied upon for investment decisions. Any
opinions, projections, forecasts and forward-looking statements are
speculative in nature; valid only as of the date hereof and are subject to
change. PineBridge Investments is not soliciting or recommending any
action based on this information.
PineBridge Investments is a group of international companies that
provides investment advice and markets asset management products
and services to clients around the world. PineBridge Investments is a
registered trademark proprietary to PineBridge Investments IP Holding
Company Limited.
For purposes of complying with the Global Investment Performance
Standards (GIPS®), the firm is defined as PineBridge Investments
Global. Under the firm definition for the purposes of GIPS, PineBridge
Investments Global excludes some alternative asset groups and regional
legal entities that may be represented in this presentation, such as the
assets of PineBridge Investments.
Readership: This document is intended solely for the addressee(s) and
may not be redistributed without the prior permission of PineBridge
Investments. Its content may be confidential, proprietary, and/or trade
secret information. PineBridge Investments and its subsidiaries are
not responsible for any unlawful distribution of this document to any
third parties, in whole or in part.
Opinions: Any opinions expressed in this document represent the
views of the manager, are valid only as of the date indicated, and are
subject to change without notice. There can be no guarantee that any
of the opinions expressed in this document or any underlying position
will be maintained at the time of this presentation or thereafter. We
are not soliciting or recommending any action based on this material.
Risk Warning: All investments involve risk, including possible loss of
principal. Past performance is not indicative of future results. If
applicable, the offering document should be read for further details
including the risk factors. Our investment management services relate
to a variety of investments, each of which can fluctuate in value. The
investment risks vary between different types of instruments. For
example, for investments involving exposure to a currency other than
that in which the portfolio is denominated, changes in the rate of
exchange may cause the value of investments, and consequently the
value of the portfolio, to go up or down. In the case of a higher volatility
portfolio, the loss on realization or cancellation may be very high
(including total loss of investment), as the value of such an investment

may fall suddenly and substantially. In making an investment decision,
prospective investors must rely on their own examination of the merits
and risks involved.
Performance Notes: Past performance is not indicative of future
results. There can be no assurance that any investment objective
will be met. PineBridge Investments often uses benchmarks for
the purpose of comparison of results. Benchmarks are used for
illustrative purposes only, and any such references should not
be understood to mean there would necessarily be a correlation
between investment returns of any investment and any benchmark.
Any referenced benchmark does not reflect fees and expenses
associated with the active management of an investment. PineBridge
Investments may, from time to time, show the efficacy of its strategies
or communicate general industry views via modeling. Such methods
are intended to show only an expected range of possible investment
outcomes, and should not be viewed as a guide to future performance.
There is no assurance that any returns can be achieved, that the
strategy will be successful or profitable for any investor, or that any
industry views will come to pass. Actual investors may experience
different results.
Information is unaudited unless otherwise indicated, and any information
from third-party sources is believed to be reliable, but PineBridge
Investments cannot guarantee its accuracy or completeness.
PineBridge Investments Europe Limited is authorised and regulated by
the Financial Conduct Authority (FCA). In the UK this communication is
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requirement to hold an Australian financial services license under the
Corporations Act 2001 (Cth) in respect of the financial service it provides
to wholesale clients, and is not licensed to provide financial services to
individual investors or retail clients. Nothing herein constitutes an offer
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not directed to any person to whom the publication or availability of this
website is restricted.
In Hong Kong, the issuer of this document is PineBridge Investments
Asia Limited, licensed and regulated by the Securities and Futures
Commission (SFC). This document has not been reviewed by the SFC.
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Dubai Financial Services Authority as a Representative Office.
PineBridge Investments Singapore Limited is licensed and regulated by
the Monetary Authority of Singapore (MAS). In Singapore, this material
may not be suitable to a retail investor and is not reviewed or endorsed
by the MAS.
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