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Asia High Yield Credit:  
A Distinctive Emerging Markets Story

Investors may view emerging markets (EM) as particularly 
vulnerable to volatility, since the asset class typically sees 
outflows during times of market stress. However, EM are not all 
one and the same. 

Hard-currency Asia high yield credit has shown resilience through periods of stress. Over the 
last five years, Asia high yield credit, as measured by the JP Morgan Asia Credit High Yield 
Index, has had a lower drawdown and a higher average annualized return than other high 
yield asset classes.i This period covers the commodity price crash in 2016 and the correction 
in Asia credit in 2018. More broadly, Asia high yield credit stands out among global indices, 
providing one of the highest five-year risk-adjusted returns globally.

@loomissayles

KEY TAKEAWAYS

• Asia high yield credit 
has one of the highest 
returns per unit of 
volatility globally. 

• The asset class has been 
benefiting from strong 
macro fundamentals, 
a growing universe 
and regional market 
dynamics.

• Adding exposure to EMEA 
high yield credit can 
expand the opportunity 
set without adding to 
correlated beta.

Source: Bloomberg, Loomis Sayles, ICE indices, data as of June 30, 2019. Asia HY =ICE BofAML HY Asia EM Corporate 
Plus Index. EMEA HY = ICE BofAML High Yield EMEA EM Corporate Plus Index. Latam HY = ICE BofAML HY Latin 
America EM Corporate Plus Index. 

Past performance is no guarantee of future results. 

On the following pages, we outline key factors supporting Asia high yield credit’s lower 
drawdown and strong risk/return profile, and identify how to broaden the opportunity set by 
investing in other EM countries or regions with similar traits.
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Positive Macro Fundamentals
The International Monetary Fund (IMF) estimates that Asia’s GDP growth rate in 2018 was 
6.4%,ii the highest in the world. Rising local purchasing power, technology and infrastructure 
development and greater regional connectivity should fuel growth further. The IMF projects 
that Asia’s share of global GDP growth will increase from 59% in 2018 to 65% by 2024, 
which would take its share of global GDP from 33% to 39%, respectively.iii

A Growing Universe with Improving Credit Metrics 
Sovereign and corporate debt issuance in Asia has expanded notably over the past decade, 
mirroring the region’s strong growth. The market value of the Asian US-dollar credit market, 
as measured by the JP Morgan Asia Credit Index, has grown four-fold since 2009. The index 
has a market cap of close to a trillion dollars, now on par with many developed market 
indices. 

The number of issuers in the index has tripled in the same period. In the last five years, Asian 
issuers, primarily from China, have been the main contributors to gross bond supply in EM. 

NET DEBT/EBITDA HAS 
TRENDED DOWN
Asian high yield corporate 
leverage dropped sharply in 
2018

Source: JP Morgan and Loomis Sayles, data as of May 31, 2019.    
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Corporate issuers in the region have been generating solid earnings growth and reducing 
debt. Despite trade tensions and global growth concerns, Asian high yield corporate leverage 
dropped sharply in 2018, revenues currently appear healthy, and rating trends have been stable. 
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Asian companies now enjoy greater financial flexibility than in years past. The local debt 
market has grown since the Asian financial crisis of 1997, giving companies access to domestic 
funding and reducing dependence on the US debt market. JP Morgan estimates that only 
1.2% of the JP Morgan Asia Credit Index (by market cap) has high direct exposure to the 
US.iv Thus, direct impact from the US-China trade war should be limited. Furthermore, 
according to Moody’s, Asian high yield covenants are among the strongest in the world.v 

Despite its growing bond universe and solid corporate fundamentals, Asia’s representation 
in major global bond indices remains low. We believe this lack of inclusion represents 
opportunity for investors dedicated to understanding and investing in the region. 

Regional Investor Base Helps Anchor the Asset Class

Asia is positioned to be the fastest-growing asset management market in the world, with total 
client assets under management estimated to reach US $29.6 trillion by 2025, accounting for 
almost a fifth of the global total.vi PwC estimates the growth rate of insurance premiums in 
Asia is more than three times the world average. Mobile and digital technology are propelling 
financial inclusion in Asia. We believe the asset management market can sustain high growth 
rates as technological penetration continues to increase.

This investment capital has driven strong regional demand for Asian credit. Since 2016, 
close to 80% of Asian corporate primary deals have been allocated to Asian investors.vii This 
regional investor base anchors hard-currency Asia credit. Both bullish and bearish sentiment 
can drive local demand for the asset class. In good times, the investor base typically buys 
familiar “name brands” and established investment themes. Additionally, issuing in hard 
currency is a natural quality filter because, generally, only higher-quality, larger companies 
are able to fulfill the requirements to issue offshore. In uncertain times, the US dollar and US 
Treasurys tend to outperform local currencies, and the investor base tends to flock to hard-
currency assets. 

ASIAN NEW ISSUE 
ALLOCATION, BY REGION 
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VARIABLES THAT CAN SHAPE THE OPPORTUNITY 

POSITIVE MACRO FUNDAMENTALS A GROWING UNIVERSE REGIONAL INVESTOR BASE

Growth in EMEA should support a stable 
contribution to GDP growth over the next five 
years, while advanced economies and Latin 
America are expected to decline. Together, 
EMEA and Asia can capture about 75%  
of global growth.ix

As of June 30, 2019, EMEA represents only 2% 
of global bond indices, with a growing issuer 
universe.x

The Middle East has a strong local investor base, 
enhancing local demand and providing added 
stability to the local market. 

Many investors are also drawn to the countercyclical features of Chinese property, the largest sector in the Asian high 
yield credit space. Property plays a critical role in China’s economy; Moody’s estimates the property and construction 
sectors account for about 25%-30% of GDP.viii Property is a source of income for the government, and it is generally the 
primary investment for Chinese citizens. Chinese authorities have implemented a number of macroprudential measures to 
guard against excesses in the sector, but have shown a tendency to relax these restrictions in the event of a downturn. 

Expanding the Opportunity Set with Plus Regions
The EM opportunity does not end with hard-currency Asia high yield credit. We also see opportunity in high yield credit 
from “plus” regions, defined as emerging Europe, the Middle East and Africa (EMEA). We view EMEA high yield credit as 
an extension of what we like about Asia high yield credit, but with added diversification and demographic benefits. 

The Asia high yield credit universe is concentrated, with limited diversification opportunities. Adding exposure to plus regions 
or countries can expand the opportunity set without adding to correlated beta, and can give exposure to some complementary 
factors. Of course, it’s important to be mindful of the many risks, including credit, market, sovereign, governance, and 
liquidity. The importance of fundamental credit research in these regions cannot be overstated.

FAVORABLE DEMOGRAPHIC TRENDS
The EMEA region has favorable demographic trends. For example, it has a lower age dependency ratio, indicating more 
workers available for growth—an important driver for EM assets. This tailwind of young people entering the work force can 
help offset China’s aging work force. 

DEMOGRAPHIC TREND IN 
THE “PLUS” COUNTRIES 
CAN DRIVE GROWTH 
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GREATER CONNECTIVITY 
China’s infrastructure growth is expected to expand throughout Asia and adjacent regions 
as China looks to increase interconnectivity with its Belt and Road Initiative, a major global 
infrastructure development plan. This effort has already begun, with some projects yielding 
real productivity enhancements that could ultimately support growth. For example, the 
Standard Gauge Railroad in Kenya reduced travel time between the Port of Mombasa and 
Nairobi from over 15 hours to 4.5 hours. As China continues to move forward with its Belt 
and Road Initiative, infrastructure development in the EMEA region has the potential to 
enhance trade within these regions, increase growth, and widen the opportunity set.xi 

Pick Your Spots in Emerging Markets
Asia high yield credit and EMEA high yield credit write a distinctive EM story. This 
universe is positioned to potentially benefit from long-term structural growth, an expanding 
investment universe, and positive regional market dynamics. We believe this combined 
opportunity set can offer favorable risk-adjusted returns with lower volatility than the broader 
EM asset class. However, investors must be aware of the risks and do their homework, 
carefully judging the merits of each issuer’s debt offering relative to the political and financial 
risks associated with its home country.
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Endnotes
i Rolling five-year drawdown. Source: Monthly return data from Bloomberg, ICE, JP Morgan, as of June 30, 2019. Asia 

HY = JP Morgan JACI High Yield Index. EMEA HY = ICE BofAML High Yield EMEA EM Corporate Plus Index. 
Latam HY= ICE BofAML High Yield Latin America EM Corporate Plus Index. US HY = Bloomberg Barclays US 
High Yield Index. Euro HY = Bloomberg Barclays Pan European High Yield Corporate Index.

Past performance is no guarantee of future results.

iiInternational Monetary Fund Data Mapper, Emerging and Developed Asia, as of April 2019.

iii International Monetary Fund Data Mapper, Emerging and Developed Asia, as of April 2019. 

ivJP Morgan Asia Credit Outlook and Strategy, June 2019.

v Moody’s Investors Service, Sector In-Depth, Covenants — Asia, July 2019.

viPwC, Asset & Wealth Management Revolution: Embracing Exponential Change, 2017, and Asset & Wealth 
Management 2025, The Asian Awakening, January 2019.

vii JP Morgan Asia Credit Outlook and Strategy, June 2019.

viiiMoody’s Investors Service, May 25, 2018.

ixInternational Monetary Fund Data Mapper, as of April 2019.

xBloomberg Barclays Global Aggregate Index, as of June 30, 2019.

xiEven if the Belt and Road Initiative were to stall out now, completed infrastructure projects should see long-term growth 
as the new infrastructure encourages economic development and enhances trade.

Disclosures 
Past performance is no guarantee of future results.

This is not an offer of, or a solicitation of an offer for, any investment strategy or product. Any 
investment that has the possibility for profits also has the possibility of losses.

This paper is provided for informational purposes only and should not be construed as investment 
advice. Any opinions or forecasts contained herein reflect the subjective judgments and assumptions 
of the authors only and do not necessarily reflect the views of Loomis, Sayles & Company, L.P. 
Investment recommendations may be inconsistent with these opinions. There can be no assurance 
that developments will transpire as forecasted and actual results will be different. Data and 
analysis does not represent the actual or expected future performance of any investment product. 
We believe the information, including that obtained from outside sources, to be correct, but we 
cannot guarantee its accuracy. The information is subject to change at any time without notice. This 
material cannot be copied, reproduced or redistributed without authorization.
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ROLLING 5-YEAR DATA, AS OF JUNE 30, 2019

ANNUALIZED RETURN DRAWDOWN RETURN/VOLATILITY

ASIA HY 5.9% -4.8% 1.37

EMEA HY 5.6% -11.4% 0.92

LATAM HY 3.8% -16.7% 0.40

US HY 4.7% -9.7% 0.85

EURO HY 4.1% -5.3% 0.87
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Diversification does not ensure a profit or guarantee against a loss. 

Indices are unmanaged and do not incur fees. It is not possible to invest directly in an index.

ICE BofAML High Yield Asia EM Corporate Plus Index - The index is a subset of ICE BofAML 
Emerging Markets Corporate Plus Index including all securities rated sub-investment grade 
based on the average of Moody’s, S&P and Fitch, and with a country of risk associated with the 
geographical region of Asia.

ICE BofAML High Yield EMEA EM Corporate Plus Index - The index is a subset of the ICE 
BofAML Emerging Markets Corporate Plus Index including all securities rated sub-investment 
grade based on the average of Moody’s, S&P and Fitch, and with a country of risk associated with 
the geographical region of EMEA.

ICE BofAML High Yield Latin America EM Corporate Plus Index - The index is a subset of the 
ICE BofAML Emerging Markets Corporate Plus Index including all securities rated sub-investment 
grade based on the average of Moody’s, S&P and Fitch, and with a country of risk associated with 
the geographical region of Latin America.

JP Morgan Asia Credit High Yield Index -The index tracks the total returns of high yield US 
dollar-denominated debt instruments issued by corporate entities in emerging markets countries in 
Asia.

JP Morgan Asia Credit Index - The index tracks the total returns of US-dollar-denominated debt 
instruments issued by corporate entities in emerging markets countries in Asia.

Bloomberg Barclays US High Yield Index - The index measures the US-dollar-denominated, high 
yield, fixed-rate corporate bond market. Securities are classified as high yield if the middle rating of 
Moody’s, Fitch and S&P is Ba1/BB+/BB+ or below. Bonds from issuers with an emerging markets 
country of risk, based on Barclays EM country definition, are excluded.

Bloomberg Barclays Pan European High Yield Corporate Index - The index measures the market 
of non-investment grade, fixed-rate corporate bonds denominated in the following currencies: euro, 
pounds sterling, Danish krone, Norwegian krone, Swedish krona, and Swiss franc. Inclusion is 
based on the currency of issue, and not the domicile of the issuer.

Bloomberg Barclays Global Aggregate Index provides a broad-based measure of the global 
investment grade fixed income markets. The three major components of this Index are the US 
Aggregate, the Pan-European Aggregate and the Asian-Pacific Aggregate Indices. The Index also 
includes Eurodollar and Euro-Yen corporate bonds, Canadian government, agency and corporate 
securities, and USD investment grade 144A securities. Indexes are unmanaged and do not incur 
fees. It is not possible to invest directly in an index.

Key Investment Risks: Credit Risk, Issuer Risk, Liquidity Risk, Interest-Rate Risk, Non-US 
Securities Risk, Currency Risk, Derivatives Risk (for portfolios that utilize derivatives), 
Leverage Risk (for portfolios that utilize leverage), Counterparty Risk, Prepayment Risk, 
Extension Risk, Equity Risk, Non-Diversified Strategies 

Belt and Road Initiative (BRI) Risks: BRI will have an unclear and indirect impact on the 
development of BRI economies and some geopolitical risks could escalate threatening the trade 
corridor. Policy and political risks are viewed as two of the greatest barriers to the BRI. Legal 
framework, financing and the government sector have been identified as being the largest 
potential obstacles to development. BRI is a developmental strategy proposed by China focusing 
on connectivity and co-operation. Funding is expected to yield monetary returns but there will be 
economic consequences if projects fail to deliver on their expected returns. Challenges include the 
scale of the initiative, operational issues, sources of funding and geopolitics.

MALR023892
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For Distribution Through Natixis Investment Managers, S.A.:

This material has been provided for information purposes only to investment service providers 
or other Professional Clients, Qualified or Institutional Investors and, when required by local 
regulation, only at their written request. This material must not be used with Retail Investors. 

In the E.U. (outside of the UK and France): Provided by Natixis Investment Managers S.A. 
or one of its branch offices listed below. Natixis Investment Managers S.A. is a Luxembourg 
management company that is authorized by the Commission de Surveillance du Secteur Financier 
and is incorporated under Luxembourg laws and registered under n. B 115843. Registered 
office of Natixis Investment Managers S.A.: 2, rue Jean Monnet, L-2180 Luxembourg, Grand 
Duchy of Luxembourg. Italy: Natixis Investment Managers S.A., Succursale Italiana (Bank of 
Italy Register of Italian Asset Management Companies no 23458.3). Registered office: Via San 
Clemente 1, 20122 Milan, Italy. Germany: Natixis Investment Managers S.A., Zweigniederlassung 
Deutschland (Registration number: HRB 88541). Registered office: Im Trutz Frankfurt 55, 
Westend Carrée, 7. Floor, Frankfurt am Main 60322, Germany. Netherlands: Natixis Investment 
Managers, Nederlands (Registration number 50774670). Registered office: Stadsplateau 7, 
3521AZ Utrecht, the Netherlands. Sweden: Natixis Investment Managers, Nordics Filial 
(Registration number 516405-9601 - Swedish Companies Registration Office). Registered office: 
Kungsgatan 48 5tr, Stockholm 111 35, Sweden. Spain: Natixis Investment Managers, Sucursal en 
España. Serrano n°90, 6th Floor, 28006, Madrid, Spain. 

In France: Provided by Natixis Investment Managers International – a portfolio management 
company authorized by the Autorité des Marchés Financiers (French Financial Markets Authority 
- AMF) under no. GP 90-009, and a public limited company (société anonyme) registered in the 
Paris Trade and Companies Register under no. 329 450 738. Registered office: 43 avenue Pierre 
Mendès France, 75013 Paris.

In Switzerland: Provided for information purposes only by Natixis Investment Managers, 
Switzerland Sàrl, Rue du Vieux Collège 10, 1204 Geneva, Switzerland or its representative office 
in Zurich, Schweizergasse 6, 8001 Zürich. 

In the British Isles: Provided by Natixis Investment Managers UK Limited which is authorised 
and regulated by the UK Financial Conduct Authority (register no. 190258) - registered office: 
Natixis Investment Managers UK Limited, One Carter Lane, London, EC4V 5ER. When 
permitted, the distribution of this material is intended to be made to persons as described as 
follows: in the United Kingdom: this material is intended to be communicated to and/or directed 
at investment professionals and professional investors only; in Ireland: this material is intended to 
be communicated to and/or directed at professional investors only; in Guernsey: this material is 
intended to be communicated to and/or directed at only financial services providers which hold a 
license from the Guernsey Financial Services Commission; in Jersey: this material is intended to be 
communicated to and/or directed at professional investors only; in the Isle of Man: this material is 
intended to be communicated to and/or directed at only financial services providers which hold a 
license from the Isle of Man Financial Services Authority or insurers authorised under section 8 of 
the Insurance Act 2008. 

In the DIFC: Provided in and from the DIFC financial district by Natixis Investment Managers 
Middle East (DIFC Branch) which is regulated by the DFSA. Related financial products or 
services are only available to persons who have sufficient financial experience and understanding to 
participate in financial markets within the DIFC, and qualify as Professional Clients or Market 
Counterparties as defined by the DFSA. No other Person should act upon this material.  Registered 
office: Office 603 - Level 6, Currency House Tower 2, PO Box 118257, DIFC, Dubai, United 
Arab Emirates. 

In Japan: Provided by Natixis Investment Managers Japan Co., Ltd., Registration No.: Director-
General of the Kanto Local Financial Bureau (kinsho) No. 425. Content of Business: The Company 
conducts discretionary asset management business and investment advisory and agency business as a 
Financial Instruments Business Operator. Registered address: 1-4-5, Roppongi, Minato-ku, Tokyo. 
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In Taiwan: Provided by Natixis Investment Managers Securities Investment Consulting (Taipei) 
Co., Ltd., a Securities Investment Consulting Enterprise regulated by the Financial Supervisory 
Commission of the R.O.C. Registered address: 34F., No. 68, Sec. 5, Zhongxiao East Road, Xinyi 
Dist., Taipei City 11065, Taiwan (R.O.C.), license number 2018 FSC SICE No. 024, Tel. +886 
2 8789 2788.

In Singapore: Provided by Natixis Investment Managers Singapore (name registration no. 
53102724D) to distributors and institutional investors for informational purposes only.  Natixis 
Investment Managers  Singapore is a division of Ostrum Asset Management Asia Limited (company 
registration no. 199801044D). Registered address of Natixis Investment Managers Singapore: 5 
Shenton Way, #22-05 UIC Building, Singapore 068808.

In Hong Kong: Provided by Natixis Investment Managers Hong Kong Limited to institutional/ 
corporate professional investors only.

In Australia: Provided by Natixis Investment Managers Australia Pty Limited (ABN 60 088 786 
289) (AFSL No. 246830) and is intended for the general information of financial advisers and 
wholesale clients only.  

In New Zealand: This document is intended for the general information of New Zealand wholesale 
investors only and does not constitute financial advice. This is not a regulated offer for the purposes 
of the Financial Markets Conduct Act 2013 (FMCA) and is only available to New Zealand 
investors who have certified that they meet the requirements in the FMCA for wholesale investors. 
Natixis Investment Managers Australia Pty Limited is not a registered financial service provider in 
New Zealand.

In Latin America: Provided by Natixis Investment Managers S.A. 

In Uruguay: Provided by Natixis Investment Managers Uruguay S.A., a duly registered investment 
advisor, authorised and supervised by the Central Bank of Uruguay. Office: San Lucar 1491, 
oficina 102B, Montevideo, Uruguay, CP 11500. The sale or offer of any units of a fund qualifies as 
a private placement pursuant to section 2 of Uruguayan law 18,627. 

In Colombia: Provided by Natixis Investment Managers S.A. Oficina de Representación 
(Colombia) to professional clients for informational purposes only as permitted under Decree 2555 
of 2010. Any products, services or investments referred to herein are rendered exclusively outside of 
Colombia. This material does not constitute a public offering in Colombia and  is addressed to less 
than 100 specifically identified investors. 

In Mexico Provided by Natixis IM Mexico, S. de R.L. de C.V., which is not a regulated financial 
entity, securities intermediary, or an investment manager in terms of the Mexican Securities Market 
Law (Ley del Mercado de Valores) and is not registered with the Comisión Nacional Bancaria y de 
Valores (CNBV) or any other Mexican authority. Any products, services or investments referred to 
herein that require authorization or license are rendered exclusively outside of Mexico. While shares 
of certain ETFs may be listed in the Sistema Internacional de Cotizaciones (SIC), such listing does 
not represent a public offering of securities in Mexico, and therefore the accuracy of this information 
has not been confirmed by the CNBV. Natixis Investment Managers is an entity organized under 
the laws of France and is not authorized by or registered with the CNBV or any other Mexican 
authority. Any reference contained herein to “Investment Managers” is made to Natixis Investment 
Managers and/or any of its investment management subsidiaries, which are also not authorized by 
or registered with the CNBV or any other Mexican authority.
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The above referenced entities are business development units of Natixis Investment Managers, 
the holding company of a diverse line-up of specialised investment management and distribution 
entities worldwide. The investment management subsidiaries of Natixis Investment Managers 
conduct any regulated activities only in and from the jurisdictions in which they are licensed or 
authorized. Their services and the products they manage are not available to all investors in all 
jurisdictions. It is the responsibility of each investment service provider to ensure that the offering or 
sale of fund shares or third party investment services to its clients complies with the relevant national 
law.

The provision of this material and/or reference to specific securities, sectors, or markets within 
this material does not constitute investment advice, or a recommendation or an offer to buy or 
to sell any security, or an offer of any regulated financial activity. Investors should consider the 
investment objectives, risks and expenses of any investment carefully before investing. The analyses, 
opinions, and certain of the investment themes and processes referenced herein represent the views 
of the portfolio manager(s) as of the date indicated. These, as well as the portfolio holdings and 
characteristics shown, are subject to change. There can be no assurance that developments will 
transpire as may be forecasted in this material. Past performance information presented is not 
indicative of future performance. 

Although Natixis Investment Managers believes the information provided in this material to be 
reliable, including that from third party sources, it does not guarantee the accuracy, adequacy, or 
completeness of such information. This material may not be distributed, published, or reproduced, 
in whole or in part.

All amounts shown are expressed in USD unless otherwise indicated.


