
Global macro strategy

Likely Chinese economic recovery potentially positive 
for Chinese assets

Economic and market developments in China have become increasingly important to global 
investors. As the second largest economy in the world, China’s growth prospects have major 
repercussions for the global economy through their impact on international trade, foreign 
direct investment and financial conditions. With the planned inclusion of China’s onshore 
bond market (the second largest bond market in the world) in major bond indices, China 
and its macro policies are also expected to increasingly impact international investment and 
investor sentiment.

Below we discuss recent policy developments in China and our macro outlook. Policy 
easing measures implemented in 2018 have resulted in lower corporate funding costs and 
improved credit growth, and we believe growth data will begin to show signs of recovery 
in the second quarter of this year. Going forward, China will likely continue to ease policy 
in accordance with central government plans announced this year, and we expect to see a 
generally positive outcome to trade talks. In our view, these factors will contribute to further 
improvement in growth and recovery in Chinese assets. 
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Positive outcome expected in trade talks
Over the last year, trade relations between the US and China have consistently generated 
headlines. Many US government officials have cited the large bilateral trade deficit between 
the US and China as an imbalanced trade relationship, while others have cited intellectual 
property violations and market access as unfair. Through the second half of 2018 the US 
imposed several rounds of tariffs on China to catalyze a renegotiation of trading terms. 
These tariffs have the effect of raising prices in the US and potentially slowing growth in 
China. However, beginning in December, the two nations agreed to put future rounds of 
tariffs on hold while trade talks were conducted. We believe a positive outcome is likely 
(but not certain) to emerge from these trade talks. Consensus may be emerging around a 
way to adjust the bilateral trade deficit favorably to the US, which may convince the US to 
permanently halt future tariff increases or reduce past ones. If this occurs, it will likely be a 
positive outcome for both nations and world trade. 

Policy easing to continue
During the annual session of the National People’s Congress (NPC) held in early March, 
China’s central government provided details on its planned stimulus package, in addition to 
the easing policies announced since mid-2018.

Monetary policy
Lending rate reforms, effective rate cuts and targeted reserve requirement ratio  
(RRR) cuts
China has cut its RRR five times since 2018, for a total of 350 basis points, and released 
around RMB6 trillion (USD950 billion) of liquidity into the banking system.1 The central bank 
has also proactively conducted open market operations to ensure accommodative liquidity 
conditions. Both measures have helped substantially lower onshore funding costs for the 
government and corporates (Figure 1).

Premier Li indicated this month that monetary policy tools, such as the required reserve 
ratio (RRR) and interest rates, would be utilized to support the economy. Additionally, the 
People’s Bank of China (PBoC) signaled earlier this year that it may implement lending rate 
reforms that would shift its benchmark lending rate toward market-driven rates (such as the 
prime lending rate or interbank rates). If implemented as indicated, this reform could lead 
to effective lending rate cuts. China’s 1-year benchmark lending rate, at 4.35%, is currently 
over 100 basis points higher than interbank rates such as the three-month Shanghai 
Interbank Offered Rate (Shibor).2 

Figure 1: China onshore bond yield
• 1-year CGB • 5-year CGB • 5-year local AAA MTN • 5-year local AA+ MTN
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Credit easing and improving monetary transmission mechanism
A key policy focus in 2019 will likely be on improving monetary policy transmission. To make 
sure “more liquidity” translates into “more credit” for the economy, the central bank has 
announced a series of credit enhancement measures since last year, including lending 
facilities for banks’ loan extension and credit bond investment, relaxation of the new asset 
management rules and bond swaps to facilitate bank recapitalization. Since these measures 
were announced, onshore credit bond issuance has increased significantly and market 
sentiment has improved, contributing to a recovery in broader credit extension to the 
economy (Figure 2). 

Figure 2: China total social financing by month
• Loans • Bonds • Other financing
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Exchange rate stability and financial market opening
PBoC Governor Yi Gang affirmed during the NPC press conference that China will not 
engage in competitive currency devaluation. China has also committed to further opening 
of its financial sector and markets to international investors. We believe these policies could 
boost both foreign direct investment and cross-border bond and equity investment. Despite 
China’s shrinking current account surplus, increasing capital inflows could help China 
maintain relatively stable levels of foreign reserves (Figure 3).

Figure 3: Financial assets held by overseas investors
• Equity • Bond
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Fiscal policy
Tax cuts and fee reductions
In addition to the personal income tax cuts announced last year, Premier Li announced 
further tax cuts and fee reductions, totaling close to RMB2 trillion (USD300 billion), 
according to the government’s estimate.3 Specifically, the value added tax (VAT) will be cut 
by 3% for the manufacturing sector, starting in April, corporate pension contributions will 
be reduced from the current 20% to 16%, effective in May, and small and medium-sized 
enterprises will enjoy a broad-based tax cut.3 To cover part of the fiscal stimulus, the central 
government aims to reduce general administrative expenses and increase state-owned 
enterprises’ dividend payments to the government, which are currently estimated at around 
RMB1 trillion.3 By redistributing resources from public to private sectors, we believe these 
measures aim to improve productivity growth.

Increase in fiscal deficit
The central government modestly increased its projected fiscal deficit for 2019 to 2.8% of 
gross domestic product (GDP).4 If the increase in local government special project bonds 
and utilization of government surplus funds are included, the augmented fiscal deficit could 
rise significantly to 6.6% in 2019, compared to 4.5% in 2018 (Figure 4).5 Because property 
investment growth is expected to moderate in the months ahead, higher government 
spending, especially related to the infrastructure sector, is expected to provide a buffer to 
overall fixed asset investment and economic growth.

Figure 4: Estimated augmented fiscal deficit
• Fiscal deficit • Local government special project bonds • Use of surplus funds
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Source: CEIC, CICC estimate, data from Jan. 1, 2013 to March 16, 2019.

Market reaction and what we are watching going forward
Corresponding to the series of stimulus measures announced by the government, China’s 
assets have shown strong performance year-to-date. Hard economic data have yet to reflect 
a full-scale recovery, but we expect economic activity to show improvement starting in the 
second quarter of the year.

From an investment perspective, we are paying close attention to the PBoC’s open market 
operations and their impact on overall liquidity conditions. The main risk, in our view, is if 
credit growth or stock markets rebound too quickly, potentially causing policy makers to 
feel a reduced urgency to ease policy further, or even an obligation to tighten, which could 
adversely impact asset price performance. From an economic growth perspective, we are 
monitoring corporate funding conditions and broader credit growth – two leading indicators 
of economic momentum – in the months ahead. Currently, funding costs and credit 
availability have been very favorable to corporates and local governments and we expect 
the trend to continue in the near term. However, any reversal could lead us to question the 
sustainability of the recovery.

Yi Hu, Senior Analyst, Asia Macro Strategy, James Ong, Senior Macro Strategist,  
Rob Waldner, Chief Strategist and Global Head of Multi-Sector Portfolio Management

1 Source: PBoC, Bloomberg L.P., data as of March 22, 2019.
2 Source: Bloomberg L.P., data as of March 22, 2019.
3 Source: National People’s Congress, data as of March 15, 2019.
4 Source: Government Working Report during National People’s Congress, data as of March 5, 2019.
5 Source: CEIC, CICC estimate, as of March 16, 2019.
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Global macro strategy (continued)

Interest rate outlook

US: Underweight. The US Federal Reserve (Fed) reiterated its commitment to patience at 
its March meeting as it waits for evidence of persistent inflation. While we see no signs of a 
potential breakout of inflation, we expect it to gradually increase over the course of 2019 
and believe global growth will stabilize as China eases policy. Rising inflation and upside 
growth surprises should push yields US higher and steepen the yield curve, leading us to 
favor inflation breakeven trades.

Europe: Underweight. We are tactically short German bunds. The European Central Bank 
(ECB) acknowledged weaker eurozone growth momentum at its March meeting with 
downgrades of its 2019 growth and inflation projections. It also announced a series of 
targeted longer-term refinancing operations (TLTRO), to begin in September. We believe 
that European growth will rebound in the second half of this year, as idiosyncratic factors 
that have weighed on the economy reverse. With current rich valuations and markets pricing 
a first hike well into 2020, the bar for more dovish repricing seems high. 

China: Neutral. We are neutral on Chinese interest rates due to our expectations of 
supportive Chinese monetary and fiscal policies, potential investor shifts toward credit, and 
US Treasury yield movements. We expect China’s monetary policy to remain accommodative 
and fiscal easing to play a more active role going forward. In the medium term, we expect 
liquidity to remain reasonably accommodative, but investors may cut interest rate positions 
and add risk via the credit market due to the recently announced series of credit-supportive 
measures. US Treasury and Chinese equity market performance may also impact the 
performance of Chinese onshore interest rates.

Japan: Neutral. Japanese government bond (JGB) yields are close to their year-to-date 
lows, closely following moves in German bunds and US Treasuries. The front end of the yield 
curve is close to the Bank of Japan’s (BoJ) yield floor, limiting the scope for lower yields, in 
our view. The BoJ has also cut back on purchases of 10-year bonds, potentially reducing the 
scope for lower 10-year rates. However, lower global yields may lead to supportive flows, 
particularly for long-term bonds.

UK: Neutral. The outlook for UK gilts is relatively mixed, in our view. In the near term, Brexit 
uncertainty and weak global growth will likely constrain the Bank of England (BoE) from 
hiking rates, limiting the scope for a front-end led selloff. However, if Brexit is resolved in 
a benign fashion, there may be some upside for UK gilt yields, particularly if this coincides 
with a pickup in global or European growth expectations. Recent defections from the Labour 
Party have potentially reduced the tail risk of significant fiscal easing by a future Labour 
government. 

Canada: Neutral. The Bank of Canada (BoC) has reigned in expectations of interest rate 
normalization, while still expecting inflation to remain near its 2.00% target.1 The BoC 
believes future rate hikes are necessary to reach a neutral rate, but soft economic conditions 
have left the central bank uncertain on when this will be. 10-year Canadian sovereign bond 
yields have fallen to 1.67%.2 For rates to continue their rally, we would likely need to see 
Canadian economic data deteriorate further, which could raise the probability BoC rate cuts. 
Our models do not currently indicate a significant deterioration in the data. 

Australia: Neutral. The market is now pricing a 25 basis point rate cut by the end of the third 
quarter. We believe the Reserve Bank of Australia (RBA) might adopt an easing bias in May, 
given the likely cuts to its growth forecasts, which could raise the possibility of a rate cut as 
soon as July or August. The zero lower bound constraint is likely to accelerate the pace of 
cuts, meaning the RBA will probably keep its policy rate lower for longer than has historically 
been the case.
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Global macro strategy (continued)

India: Overweight. Headline consumer price inflation was higher-than-expected in February 
at 2.6% versus the consensus forecast of 2.4%.3 However, we expect inflation to remain 
below the Reserve Bank of India’s (RBI) target rate of 4% in first half of 2019,4 which should 
allow it to cut its policy rate again in April. While bond yields have declined significantly 
since September 2018, we still find yields attractive from a valuation perspective and see 
room for long-term interest rates to decline further in the near term, especially on 10-year 
government bonds. We expect several supportive factors to remain in place through the 
first half of 2019, including low inflation, RBI liquidity improvement measures and another 
possible interest rate cut after the April policy meeting.

Figure 1: Global 10-year yields 
• US • UK • Japan • Germany
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Source: Bloomberg L.P., March 23, 2016 to March 22, 2019. Past performance is not indicative of future results.

Rob Waldner, Chief Strategist and Global Head of Multi-Sector Portfolio Management,  
James Ong, Senior Macro Strategist, Noelle Corum, Associate Portfolio Manager,  
Reine Bitar, Macro Analyst, Yi Hu, Senior Analyst, Michael Siviter, Senior Fixed Income 
Portfolio Manager, Brian Schneider, Head of North American Rates Portfolio Management, 
Scott Case, Portfolio Manager, Amritpal Sidhu, Quantitative Analyst

1 Source: Bank of Canada, data from Oct. 2016.
2 Source: Bloomberg L.P., data from March 20, 2019.
3 Source: Bloomberg L.P., data from March 12, 2019.
4 Source: Reserve Bank of India, data from Aug. 2016.
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Global macro strategy (continued)

Currency outlook

USD: Underweight. We believe the US dollar will soften as global growth data stabilize and 
investors look for opportunities outside of the US. We expect the Fed and major central banks 
to remain largely dovish in 2019, with China actively easing to combat growth concerns. 
Growth appears to be stabilizing in Europe and we expect stimulative policies to stabilize 
growth in China, leading to a weaker US dollar. Additionally, structural concerns such as  
US budget and current account deficits will likely persist, potentially weighing on the currency.

EUR: Overweight. We are constructive on the prospects for euro appreciation given our 
bearish US dollar outlook. Valuations and investor positioning remain supportive for a 
modest recovery in the single currency, in our view. Additionally, we believe the eurozone 
growth impulse will improve as the year progresses.

RMB: Neutral. The renminbi traded in a tight range around 6.70 in March.1 We expect the  
US dollar’s performance against other major currencies and US-China trade relations to 
drive the renminbi’s performance versus the US dollar in the near term. Capital market 
performance and China's inclusion in certain indices may encourage more capital inflows into 
China. Our base case is that the exchange rate is likely to be range-bound between 6.60-6.80 
in the near term, barring unexpected developments in trade talks or US dollar strengthening.

JPY: Overweight. The Japanese yen has given back much of its rally since December, as 
global risk sentiment has picked up, leading to a resumption of capital outflows and the 
reversal of flight-to-quality flows. However, we believe further downside potential is limited. 
The yen will likely act as an effective growth hedge as the negative correlation between  
US Treasury yields and equities reasserts itself. If the Fed is now more reactive to downside 
shocks, there may be greater scope for yield differentials to collapse in a downside shock, 
which would likely result in the yen appreciating. The yen might also appear to be somewhat 
more attractive as an alternative to the US dollar versus the euro, given more negative 
interest rates in Europe and political concerns.

GBP: Overweight. The probability of a “no-deal” Brexit remains relatively low, in our 
view. However, it remains unclear how Brexit will ultimately be resolved. Many possibilities 
remain, but we believe the two most likely scenarios are that Parliament approves Prime 
Minister May’s current deal or shifts toward a soft Brexit. The main downside scenario is a 
potential general election and contest for Conservative Party leadership, following a potential 
resignation by May. This would likely extend uncertainty without necessarily generating clarity 
and raises the specter of a hard-left Labour government, and a potential “Brexiteer” Prime 
Minister and leader of the Conservative Party. 

CAD: Neutral. The Canadian dollar depreciated versus the US dollar in early March, breaking 
out of its tight 2019 trading range, but has since retraced some of the weakness. The down 
move followed the BoC’s shift to a more dovish tone, consistent with other global central 
banks. The BoC has been unwilling to completely abandon the need to normalize interest 
rates, leaving the currency waiting for additional direction.

AUD: Neutral. The Australian dollar has depreciated since the RBA’s dovish February 
meeting, but the size of the move has likely been moderated by improved risk sentiment 
related to China and higher commodity prices. If risk sentiment reverses, we believe it could 
lead to an acceleration in Australian dollar depreciation.

INR: Neutral. The rupee has posted a strong rally in recent weeks, appreciating 3.4% versus 
the US dollar in March.2 In our view, the rally has been largely driven by portfolio flows into 
debt and equity markets. However, going forward, we believe risks are tilted to the downside, 
given a rich valuation level and likely RBI intervention - the RBI recently launched a currency 
swap program to keep rupee appreciation in check. Despite these factors, we remain neutral 
on the rupee but may move to underweight if pricing and policy signals align.
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Global macro strategy (continued)

Figure 1: Valuations of major currencies compared to purchasing power parity (PPP)
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Source: Bloomberg L.P., March 22, 2019.

Ray Uy, Head of Macro Research and Currency Portfolio Management, James Ong, Senior 
Macro Strategist, Noelle Corum, Associate Portfolio Manager, Yi Hu, Senior Analyst,  
Michael Siviter, Senior Fixed Income Portfolio Manager, Brian Schneider, Head of North 
American Rates Portfolio Management, Scott Case, Portfolio Manager, Amritpal Sidhu, 
Quantitative Analyst

1 Source: Bloomberg L.P., data from March 1, 2019 to March 22, 2019.
2 Source: Bloomberg L.P., data from March 1, 2019 to March 18, 2019.
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Asset class themes

Investment grade (IG): Fundamentals diverge, uncertain earnings outlook, Fed on hold, 
technicals improving into 2019
Rationale
Despite recent volatility surrounding idiosyncratic credit concerns, we continue to believe 
broad US corporate credit fundamentals will improve across most sectors heading into the 
second half of 2019. First-half operating fundamentals will likely be negatively impacted 
by the government shutdown, trade policy uncertainty and a stronger US dollar, but we 
expect them to remain supportive as issuers increasingly focus on deleveraging. In the past 
several years, many factors encouraged issuers to increase their debt burdens, including 
low interest rates, tight credit spreads, low organic growth rates and tax policy that 
restricted the use of overseas retained earnings. Despite a potential delay to our thesis due 
to earnings pressure in the first half of 2019, we believe these factors will reverse, resulting 
in a declining use of debt as organic growth rates, interest rates and spreads normalize, 
and companies repatriate overseas cash. We are also noting pressure from shareholders 
to decrease leverage in response to rising funding costs and tax reform. Additionally, the 
Fed’s increased flexibility is a favorable development for market stability in the first half of 
the year.

Our sector credit outlooks have diverged due to global growth, Fed policy and trade 
concerns. While we believe the recent Fed pivot removes substantial policy-error risk, 
we continue to see slowing global growth and a strong US dollar as headwinds for large 
multinational issuers. However, the Trump administration appears close to finalizing 
future trade policies, which could have a stabilizing impact on global demand and issuer 
cost structures. We remain skeptical of rating agencies’ allowance of elevated leverage in 
recent mergers and have become very selective. We also note deteriorating economic and 
credit conditions in China as a risk to global issuers that could lead to increased volatility in 
financial conditions.

We expect improving technicals through the second quarter as supply moderates amid 
signs that foreign investor demand is returning, despite still-elevated currency hedging 
costs. Repatriation of overseas cash by US corporations, much of which has been invested 
in short-maturity IG corporates, is putting downward pressure on demand for shorter-term 
corporate bonds and is also reducing the supply of new debt. Increasing debate over the 
social impact of share repurchases could also accelerate existing repurchase authorizations 
and result in further liquidation of short-term assets held by corporations. We expect the 
uptick in US Treasury issuance to shift from US Treasury bills to longer maturities, posing a 
risk to technicals. Fortunately, institutional and overseas demand for long-term corporate 
bonds remains robust.

European credit markets are generally earlier in the credit cycle compared to the US and 
are less levered, though risks from Brexit and political uncertainties in Italy and other 
countries remain elevated. We view recent PBoC actions to support domestic financial 
institutions in China as a positive development for Asian credit. 

IFI strategy
We favor the US, Europe and Asia over the UK. Key market drivers we are monitoring 
include 1) the pace at which the ECB, BoJ, BoE and PBoC respond to slower global 
growth and the impact on the US dollar and global credit flows 2) potential US fiscal and 
regulatory policy changes and 3) the impact of still-uncertain tariffs and the declining but 
remaining potential for a more destabilizing global trade war on costs, margins, demand 
and investment.

This section highlights the key 
themes driving Invesco Fixed 
Income’s global credit research 
process and views. Themes 
are updated based on evolving 
trends and expectations.

Global investment themes

Global credit themes



10

High yield (HY): Technicals supportive; geopolitical concerns may present headwind
Rationale
High yield credit fundamentals continue to be resilient in the US and Europe as the macro 
environment remains largely supportive. However, we continue to watch for signs of 
slowing earnings growth. New issuance activity has resumed in 2019 and in contrast to 
2018, we are seeing issuance of high yield senior secured bonds that previously would 
have been issued in the bank loan market. However, overall 2019 issuance levels remain 
below those for the same period last year. The positive backdrop created by this lack of 
supply has been reinforced by continued inflows into the asset class year-to-date. We view 
these trends as positive for the asset class, but concerns from 2018 remain, including 
the ongoing overhang of geopolitical uncertainty related to US-China trade policy, Brexit, 
Italian budget concerns, etc.

IFI strategy
We believe the generally positive macro backdrop, solid fundamentals and positive 
technicals are supportive of the high yield credit market through the first half of 2019. 
However, this could be offset by market volatility if geopolitical concerns resurface. 
We believe the high yield market offers some price appreciation potential with attractive 
coupon carry over the medium term.

Emerging markets (EM): Spreads have narrowed on positive news; we favor selectively 
adding risk 
Rationale
We expect EM spreads to remain in a narrow range as markets consolidate year-to-date 
gains. A great deal of positive news has been priced into markets recently, including the 
Fed’s reiteration of its patient stance, positive sentiment around US-China trade talks, and 
the ECB’s TLTRO announcement. Absent a catalyst, we would likely need to see some  
re-acceleration in EM growth and/or US dollar weakness to validate current spread levels.

Buffering this macro outlook has been strong technicals. Valuations in EM sovereign credit 
have shifted more favorably in the non-investment grade segment of the market, where we 
still find elevated risk premiums.

IFI strategy
While some EM countries face significant challenges, we do not foresee a broader EM crisis, 
and we believe fundamentals remain broadly supportive. As such, we continue to favor 
adding risk selectively, focusing on countries that are less externally vulnerable or that 
have solid policy anchors, especially at the lower end of the credit quality spectrum.

US commercial mortgage backed securities (US CMBS): Positioning is key as the 
commercial real estate cycle progresses
Rationale
We expect commercial real estate rent growth and property price appreciation to continue. 
However, we believe the pace of appreciation will slow as new supply dampens space 
absorption. Further, we expect growth in e-commerce to remain a headwind for the retail 
property sector. On a positive note, lending conditions remain accommodative across 
property markets despite moderately tighter credit standards. The recent decline in 
interest rates should also benefit borrowers. Regarding supply and demand dynamics, we 
expect modest new issuance volumes to be absorbed by investors.

IFI strategy
We believe senior non-agency US CMBS offers attractive carry and, in the near-term, 
potential for incremental spread tightening. In subordinate CMBS, we believe security 
selection will become increasingly important as the real-estate cycle continues to extend. 
We currently prefer seasoned subordinate credits that benefit from embedded property 
price appreciation and declining spread duration.

Global investment themes (continued)
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US residential mortgage backed securities (US RMBS): Credit profiles remain solid; 
compelling value in senior classes
Rationale
A strong labor market, positive demographic trends, and lower mortgage rates are 
supportive of housing demand, while conservative capital structures provide for strong 
credit profiles in the sector. We expect new issuance to moderate in coming weeks 
following a period of elevated activity. Meanwhile, we believe valuations are generally 
attractive based on cross-sector and historical spread levels.

IFI strategy
We see value in AAA-rated prime jumbo securities as the yield premium over agency 
mortgage-backed securities (MBS) remains near the highest levels in over a year. Senior 
classes collateralized by non-qualified and reperforming loans offer substantial carry, 
potential for moderate spread tightening, and limited exposure to further market volatility 
due to low spread duration. In Government Sponsored Enterprise Credit Risk Transfer 
securities, we see better value in high yield classes relative to investment grade based on 
spreads versus corporates and the steepness of the credit curve.

US asset backed securities (US ABS): Fundamentals, good relative value support 
positive technical trends
Rationale
Fundamental conditions remain supportive despite moderating home prices, as a strong 
labor market and positive demographic trends have boosted housing demand. The market 
has successfully navigated a period of elevated supply thanks to a positive environment 
for risk assets, and we expect technicals to remain relatively stable as issuance normalizes 
in the coming weeks. Valuations currently appear modestly attractive, in our view, given 
outsized spread tightening in other fixed income credit markets.

IFI strategy
Relative attractiveness to corporate bonds has improved for certain lower-rated esoteric 
and subordinate class US ABS. As the new issue pipeline continues to build over the 
near-term, we will see some opportunities to selectively invest at current wider spreads. 
Our focus will continue to be on larger, seasoned sponsors, especially at this point in the 
economic cycle. We also see value at the top of the capital structure on liquid, amortizing 
benchmark, and certain non-benchmark, sectors, which tend to benefit from additional 
spread on the steeper, short end of the yield curve.

Global investment themes (continued)
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Sector themes

Commodities: Supply backdrop may drive near-term pricing; monitoring trade, global 
growth and Chinese manufacturing for potential downside risks
Rationale
Commodities have generally benefitted from broad global growth, which has increased 
global commodity demand. However, tariff-related uncertainties pose near-term risks 
to the commodity space, coupled with broader concerns about slowing global growth. 
With that said, financial conditions have loosened, and global policy rhetoric has softened 
over the last several months, helping to stabilize and strengthen commodity prices. 
Chinese policies may improve demand in the second half of 2019, despite the potential 
for near-term weakness as their impact remains unclear. We expect corporate and credit 
fundamentals to remain supportive, given anticipated organic deleveraging, driven by 
earnings growth. While we are actively monitoring commodity demand risks, we believe 
shifts in the commodity supply backdrop will continue to be the key near-term price driver.

IFI strategy
We favor aluminum and copper producers, which tend to benefit from better supply/
demand dynamics and have more attractive bond valuations. We like selective exploration 
and production oil companies located in Latin America as well as certain Russian oil and 
gas producers. We also remain constructive on selective US midstream companies that 
are focused on cost of capital optimization and active deleveraging to stabilize or maintain 
investment grade ratings.

Consumer story more nuanced globally, watching US fiscal policy influences
Rationale
The solid US labor market and consumer confidence are supportive of the consumer 
sector, but US consumers are more value and delivery conscious, while international 
retail demand remains uneven. We are watching the European consumer for post-Brexit 
behavior shifts.

IFI strategy
We favor certain US consumer sectors, including leisure, but are negative on department 
stores and mall-based retailers that lack differentiated products. In EM, we favor consumer 
sectors on a selective basis. We expect US automotive original equipment manufacturers 
(OEM) sector fundamentals to weaken, given an adverse trade environment, but we favor 
the sector on the margin, given our confidence that OEMs will be able to maintain an IG 
profile. European auto demand is proving resilient, which creates some potential in the 
European crossover segment (the border between investment grade and high yield). We 
are cautious on large European consumer goods companies, based on tight valuations and 
financial policies that favor equity.

Post-merger and acquisitions (M&A) deleveraging plays
Rationale
M&A activity remains a moderate risk, driven by large cash balances and the need to 
reposition business portfolios. Certain recent transactions have elevated leverage profiles 
and seem inconsistent with historical rating agency methodologies. Therefore, we have 
become very selective in deal participation.

IFI strategy
We prefer to play post-transaction bond issuance which is typically characterized by size, 
liquidity, concessions and credible plans for deleveraging. We believe an increasingly 
discriminatory approach to this strategy is warranted due to seemingly more relaxed credit 
agency ratings during what is potentially the later stages of the credit cycle.

Global investment themes (continued)
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Technology, media and telecommunications (TMT): Monitoring regulatory developments
Rationale
Upcoming regulatory decisions will likely significantly impact the TMT sector and the 
future of 5G. These include the US Department of Justice and Federal Communication 
Commission (FCC) decisions on a major telecomm merger and the FCC’s decision on how to 
free up more so-called C-band spectrum for 5G wireless. We continue to monitor headlines 
from Washington and expect to see progress on both issues in the second quarter of 2019. 
In our view, the Trump administration will favor outcomes that enable swifter rollout of 5G 
wireless technology.

IFI strategy
We prefer exposure to spectrum owners, equipment manufacturers, and tower owners, which, 
we believe, remain in a good position to benefit from the rollout of 5G.

Yield curve themes

Curves have steepened; 6 to 7-year maturities now more attractive
Rationale
US credit curves have steepened materially over the last month or so. The front end 
remains well bid with 2 to 5-year corporate bonds outperforming. The 5 to 10-year part of 
the curve is also tighter but has lagged the front-end tightening. Foreign demand coupled 
with strong US front-end retail flows have resulted in extraordinary demand for front-end 
investment grade credit. Additionally, large companies have been tendering for portions of 
their front-end debt, and front-end supply (for 0 to 5.5-year maturities) is down 21% year-
to-date.1 Stronger front-end demand paired with weaker supply has led to the steepening 
of the 10-year versus 2-year portion of the credit curve.

IFI strategy
We have been overweight the 2 to 4-year part of the curve and have benefited from the 
steepening. At this point, we do not expect the technicals picture to reverse, but front-end 
valuations are looking less compelling. We now find the 6 to 7-year part of the curve the 
most attractive. We are neutral on 10-year and 30-year maturities. While we are still seeing 
decent demand for long-end credit, the drastic move lower in yields across the curve could 
result in reduced pension and insurance demand. This could reduce demand for 30-year 
credit, steepening this portion of the curve over the near term.

Tony Wong, Head of Global Research, Joe Portera, CIO High Yield and Multi-Sector Credit, 
Michael Hyman, CIO Global Investment Grade and Emerging Markets, Mario Clemente, Head 
of Structured Investments

Global investment themes (continued)

1 Source: Bloomberg L.P., data from March 22, 2019.
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The recent growth in leveraged finance has caused many market observers to comment on 
its potential risk to the US banking system. The primary sources of concern stem from a rapid 
rise in leveraged loan issuance and apparent deterioration in lending standards. 

Regulators and rating agencies have expressed similar concerns about the rising risk - the 
Fed in its November 2018 Financial Stability Report and the Fed and other regulators in the 
Shared National Credit (SNC) review of large syndicated bank loans. These reports highlight 
the rapid growth in leveraged loans despite near historical lows in leveraged loan spreads 
amid a perception of weaker creditor protections and the rising participation of non-bank 
entities in the market as key risks.1

Why is this topic important for money market investors?
Financial institution debt represents 66% of US prime money market fund assets, including 
commercial paper, certificates of deposit and non-government repurchase agreements.2 

As holders of this debt, money market investors are exposed to leveraged finance via the 
risks it poses to issuing financial institutions. Because there are few regular active insurers in 
the commercial paper market, this paper addresses insurers but focuses on banking sector 
exposure to leveraged finance.

We believe risks to banks stemming from the leveraged loan sector are manageable and 
pose limited risks to money market investors. Overall, the strength and resiliency of the 
banking sector has improved substantially in the wake of the global financial crisis, with 
stricter oversight having sharply boosted bank capitalization and liquidity. In addition, the 
evidence shows that banks’ exposure to leveraged loans remains more skewed toward higher 
quality loans. Our research shows that non-bank financial institutions have much greater 
exposure to the riskiest, highly levered loans that most concern the Fed and markets. 

Figure 1: Prime fund holdings
• Corporate 4%
• Financial 66%
• Government 28%
• Muni 1%

Source: Crane Data, data as of Feb. 28, 2019

How are banks exposed to leveraged finance?
Banks face exposure to leveraged finance through a variety of channels: the origination and 
distribution of corporate loans, investments in collateralized loan obligations (CLOs), and 
lending to non-bank financial investors in the leveraged finance market. Insurers’ exposure 
to leveraged finance stems primarily from holdings of CLOs in their investment portfolios, 
which has increased in recent years as the floating rate nature of the securities and higher 
yields have made them an attractive alternative to traditional fixed income investments.

Global credit strategy

Leveraged finance poses limited risks to the US money 
market

This section highlights the views 
of Invesco Fixed Income’s credit 
analysts across a broad range of 
fixed income assets managed by 
Invesco.
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Quantifying banks’ exposure to leveraged finance
• Balance sheet exposure
According to the SNC review, leveraged lending accounted for USD2.1 trillion, or 47%,
of the total syndicated loan commitments that the program reviewed in the first and third
quarters of 2018, up from 41% the previous year.3 While significant, this compares with
over USD9 trillion in total assets at the top ten US commercial banks. The review showed
that non-banks have generally taken on more corporate lending exposure over time, with
the increase occurring largely in leveraged loans. Non-bank exposure to riskier loans
increased significantly in the aftermath of the global financial crisis as regulatory guidance
caused banks to shy away from the riskiest deals.

Figure 2: Non-banks share of SNC Commitments, 2004-2018
• Non-bank share of syndicated commitments • Non-bank share of classified commitments

10

20

30

40

50

60

70

80

20
18

20
17

20
16

20
15

20
14

20
13

20
12

20
11

20
10

20
09

20
08

20
07

20
06

20
05

20
04%

Source: Shared National Credit Program, data from Jan. 2004 to Jan. 2019.

• CLO exposure
US and Japanese banks are among the largest bank holders of CLOs. US banks hold
USD90 billion in CLO exposure, concentrated in the senior tranches.4 In response to low
yields on domestic assets, Japanese banks have amassed significant holdings of CLOs.
We believe Japanese banks were holding upwards of USD100 billion in CLOs5 as of the
third quarter of 2018 and continued to add exposure through the fourth quarter of the
year. To put this exposure in perspective, US banks held USD3.5 trillion in their securities
portfolios at the end of 2018, while Japanese banks held USD1.9 trillion.

Disclosure on insurers’ CLO holdings is limited. However, in August 2018, the National 
Association of Insurance Commissioners (NAIC) released industry aggregate data for year-
end 2017 showing US insurance sector holdings of USD51.6 billion, an increase of just over 
1% from 2016.6 The credit quality of the portfolios was high with 84% of CLO holdings 
rated NAIC category 1 (equivalent to A-/A3 ratings and above) with the remainder rated 
category 2 (BBB-/Baa3 and above). Credit quality deteriorated modestly during the year as 
NAIC category 1 holdings were down five percentage points.

Global credit strategy (continued)
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Global credit strategy (continued)

• Exposure to non-bank leveraged lenders
Quantifying indirect exposure to the leveraged loan market through lending to non-bank
leveraged loan investors is challenging due to limited reporting. US banks provide disclosure
on lending to non-bank depository financial institutions, however, the category is vague
and includes exposure to insurance companies, REITs and mortgage finance. Still, the
significant growth in this category (57% since 2015) suggests that banks have substantially
increased their funding to the sector. As of the end of January 2019, total exposure stood
at USD507.2 billion.7 While this is a large number, it represents a relatively modest 5.3% of
banks’ total loans and leases.

• Pipeline risk
Originators of leveraged loans are vulnerable to market dislocations that could restrict
their ability to syndicate loans. In some leveraged loans, such as those used for leveraged
buyouts, banks commit to funding the loans at specific pricing ranges. If the market moves
outside these ranges prior to syndication, banks can be left holding the entire loan on
balance sheet or selling it at a loss. The top 10 underwriters of leveraged buyout loans
averaged USD9.8 billion in loan volume in 2018. While substantial, that only represents
around 16% of their average Tangible Common Equity.

Impact of leveraged lending on banks’ credit outlook 
Although we are in the later stages of the credit cycle, we believe the credit environment for 
banks will remain benign in the coming year, supported by healthy, albeit slowing, economic 
growth and a potential pause in Fed rate increases. While banks’ exposure to leveraged 
finance poses material risks, we believe they are manageable for most banks and believe 
the riskiest segments of the market are concentrated outside of the banking system, among 
non-bank investors. 

While banks have avoided direct participation in the riskiest deals, financing of non-bank 
investors’ participation in such deals has grown. Although this increases bank exposure to 
leveraged lending, it is important to note that exposure to non-bank providers of leveraged 
loan financing (CLOs and debt funds) is typically overcollateralized with the underlying 
leveraged loans leaving room for deterioration in the underlying collateral before banks 
would be exposed.

In addition, CLOs have historically weathered credit cycles with extremely low default rates. 
According to S&P LCD, of the 4,322 CLO tranches rated before 2008, only 38 defaulted, 
with defaults concentrated in the BB tranches.4 Only one AA tranche has defaulted, while 
there have been no AAA defaults. This, in large part, reflects the credit enhancement 
embedded in the capital structure of CLOs, which provides significant overcollateralization 
at the higher tranches. Banks’ holdings of CLO tranches are primarily in AAA, and to a lesser 
extent AA rated tranches, as Basel/Dodd-Frank financial regulations have made investments 
in lower-rated tranches uneconomical.

Overall, post-financial crisis reforms have significantly improved the resiliency of the banking 
system with banks holding stronger capital and liquidity buffers. We would expect overall 
bank credit quality to be resilient in the event of adverse developments in the leveraged 
finance sector.

Matt Bubriski, Senior Analyst, Lucas Simmons, Senior Analyst  
Jacob Habibi, Senior Analyst, contributed to this article.

1 Source: Financial Stability Report Nov. 2018, Shared National Credits Program, Jan. 2019, Board of Governors 
of the Federal Reserve System. An SNC is any loan over USD100 million (up from USD20 million effective  
Jan. 1, 2018) shared by three or more entities. Results are based on examinations conducted in 1Q18 and 
3Q18. Outstanding loans accounted for 47% of total commitments.

2 Source: Crane data, data as of Feb. 28, 2019.
3 Source: Shared National Credit Program 2018 Review, data as of Jan. 2019.
4 Source: “The $90B of CLOs held by US banks drawing scrutiny from Fed”, S&P LCD, Dec. 14, 2018.
5 Source: “CLO Market's Japanese Buyers Face More Regulatory Scrutiny”, Bloomberg.com, Feb. 28, 2019.
6 Source: “U.S. Insurance Industry Exposure to Collateralized Loan Obligations”, NAIC, Aug. 21, 2018.
7 Source: “H.8 Assets and Liabilities of Commercial Banks in the United States”, US Federal Reserve Bank,  

Feb. 8, 2019.
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We speak with Nick Tolchard, IFI Head of EMEA, Julie Salsbery, Senior Client Portfolio 
Manager, Business Strategy- Investments and Robert Neilson, Head of IFI EMEA Product 
Strategy and Solutions, about their main takeaways from the 2019 Invesco Global Fixed 
Income study.

Q: What is the Invesco Global Fixed Income Study?
Nick: The Invesco Global Fixed Income Study, now in its second year, draws insights from 
in-depth interviews with fixed income investors from around the world. This year’s study 
included 158 interviews covering an asset base of USD13.3 trillion.

The study utilizes face-to-face dialog to draw out the unique and detailed insights from global 
institutional investors including pension funds, sovereign investors, insurers and wholesale 
gatekeepers such as private banks.

In 2019, the study gathered investors’ views on the global macroeconomic backdrop, 
growing interest in Chinese fixed income, the rapidly evolving focus on responsible investing, 
and the expansion of liability driven investment strategies into cash-flow driven investing.

Q: What are some of the things we have learned from the study?
Julie: Unlike last year’s more unified view focused on the “new normalization,” this year’s 
outlook for the global economy has become more uncertain and divergent.

The majority of investors expect the current economic cycle to last an additional one-to-two 
years and that the end of the global expansion will begin to materialize as a ‘soft-landing.’ 
That said, the uncertain backdrop in the US at the time of the survey appears to have 
generated a decidedly more nervous tone among North American investors regarding a 
number of issues.

Indicative of the late-cycle context, Investors across regions expect credit spreads to widen 
and yield curves to remain flat. Portfolio changes appear focused on diversifying sources of 
risk and return, more than changes in duration. A significant market correction is a concern, 
but the risk was clearly focused on equity rather than bond markets.

The study suggested that geo-political issues have had limited direct impact on portfolio 
decisions to date, but there is concern that a geo-political event could be one of the triggers 
of the next recession.

Robert: We learned a number of key takeaways regarding investor views on allocation 
toward China. The persistently low yield environment along with China’s improved market 
access, greater transparency, and inclusion in major bond indices is creating growing 
interest and investment in the Chinese fixed income market.

Investors have increased Chinese fixed income allocations in the last three years and intend 
to further extend them in the coming years. Most investors increasing allocations to China 
are doing so strategically, with an awareness that, given China’s overall size in the global 
economy and still rapid pace of growth, they are structurally underweight the country. 
Despite coming from a low base, investors only expect to gradually increase exposure to 
China as there remain sizeable concerns about the overall riskiness of Chinese debt and the 
threat of government intervention and restrictions on capital flows.

The bottom line

Invesco’s 2019 Global Fixed Income Study highlights 
institutional investor insights from around the world

Nick Tolchard
IFI Head of EMEA

Julie Salsbery
Senior Client Portfolio 
Manager, Business Strategy- 
Investments 

Robert Neilson 
Head of IFI EMEA Product 
Strategy and Solutions
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Nick: We also learned that responsible investing is moving from a niche position on the 
fringes of fixed income to being part of the mainstream investment process. European 
investors have led the drive in the integration of environmental, social and governance 
(ESG) factors in investment decisions, but ESG adoption among Asian respondents is also 
on the rise. North American investors are the relative holdouts with half yet to adopt an 
overall policy. European respondents appear unique in their openness to trading off some 
returns for ESG objectives, while respondents in North America and Asia are less open to 
forgoing returns for implementation of ESG principles. Although most investors recognize 
the potential benefits of ESG, the level of commitment varies widely. In general, larger 
funds have made commitments to ESG, building specialist teams, engaging directly with 
companies and taking part in initiatives to promote ESG adoption across the industry.

Q: Why does the study have value? 
Nick: The study demonstrates our desire to engage with our clients and to actively gather 
their global and market views, as well as their concerns and areas of interest.

It provides us with global insights about developing investment trends and themes that we 
are able to share with all of our clients – to keep them informed and open a dialog about their 
continually evolving investment needs.

Identification of key areas of interest to our clients enables us to better target our 
conversations around how Invesco’s investment teams are addressing these shared 
concerns and the global landscape that is available for taking risk and earning returns.

Having a regular, open-ended dialog with large global asset owners enables us to learn 
about their interests to ensure we are building investment capabilities to meet those future 
demands.

Please read the investment risk section at the end of this publication. 

The bottom line (continued)
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Sources: Bloomberg Barclays, J.P. Morgan, as of Feb. 28, 2019. Credit Suisse Leveraged Loan data as of Feb. 28, 2019. Within the Treasury monitor, United States 
is represented by Bloomberg Barclays US Treasury Index; Canada is represented by Bloomberg Barclays Global Treasury Canada Index; United Kingdom is 
represented by Bloomberg Barclays Sterling Gilts Index; Germany is represented by Bloomberg Barclays Global Treasury Germany Index; Italy is represented by 
Bloomberg Barclays Global Treasury Italy Index; Japan is represented by Bloomberg Barclays Global Treasury Japan Index; China is represented by Bloomberg 
Barclays China Aggregate Treasuries Index; EM Local Currency Governments is represented by J.P. Morgan GBI_EM Broad Diversified Index. In the Fixed Income 
Monitor, Global Aggregate is represented by Bloomberg Barclays Global Aggregate (US$ Hedged) Index; US Aggregate is represented by Bloomberg Barclays US 
Aggregate Index; US Mortgage-backed is represented by Bloomberg Barclays US Mortgaged-backed Index; Global Investment Grade Corporate is represented by 
Bloomberg Barclays Global Aggregate Corporate (US$ hedged) Index; U.S. Investment Grade Corporate is represented by Bloomberg Barclays Aggregate Corporate 
Index; Emerging Market USD Sovereign is represented by the J.P. Morgan EMBI Global Diversified Index; Emerging Market Corporate is represented by J.P. Morgan 
CEMBI Broad Diversified Index; Global High Yield Corporate is represented by the Bloomberg Barclays Global High Yield Corporate (US$ hedged) Index; U.S. High 
yield Corporate is represented by Bloomberg Barclays U.S. Corporate High Yield Index; Bank Loans is represented by the Credit Suisse Leveraged Loan Index; 
Municipal Bond is represented by Bloomberg Barclays Municipal Bond Index; High Yield Municipal Bond is represented by Bloomberg Barclays Municipal Bond High 
Yield Index. Yield to Worst (YTW) is the lowest expected yield calculation given maturity and call features. Option Adjusted Spread (OAS) is the yield difference 
relative to similar maturity Treasuries that incorporates call, put, sinking fund or paydown features of a bond. Past performance cannot guarantee future results. 
An investment cannot be made directly in an index. Returns less than one year are cumulative.

1 Positive number represents the currency appreciated against USD, negative number represents currency depreciated against USD.
2 Positive number represents the currency appreciated against EUR, negative number represents currency depreciated against EUR.

Market monitors

Fixed income market monitor

Option-adjusted spread Returns

1 month
change  
in YTW

1 month
change  

in spread

 10 year range

Coupon 
(%)

Yield to 
worst (%) Current min max

1 mth
 (%)

3 mth
 (%)

YTD
(%)

 12 mth
(%)

Global Aggregate (USD hedged) 2.68 1.96 0.03 48 -2 23 156 0.12 2.64 1.18 3.94
U.S. Aggregate 3.22 3.21 0.05 45 -2 32 258 -0.06 2.86 1.00 3.17
U.S. Mortgage-backed 3.62 3.36 0.08 35 3 -16 181 -0.09 2.53 0.70 3.58
Global Inv Grade Corporate (USD hedged) 3.50 3.11 -0.05 127 -10 55 515 0.43 3.60 2.40 3.07
U.S. Investment Grade Corporate 4.04 3.91 0.01 121 -8 76 618 0.22 4.08 2.57 2.63
Emerging Market USD Sovereign n/a 6.15 -0.10 337 -21 157 906 1.00 6.88 5.45 3.05
Emerging Market Corporate n/a 5.53 -0.12 287 -22 120 1,032 1.08 4.57 3.83 3.08
Global High Yield Corporate (USD hedged) 5.97 6.11 -0.37 394 -43 231 1,845 1.69 4.30 5.76 3.95
U.S. High Yield Corporate 6.36 6.54 -0.36 379 -44 233 1,971 1.66 3.98 6.26 4.31
Bank Loans 6.23 6.44 -0.04 n/a n/a n/a n/a 1.57 1.53 3.90 3.78
Municipal Bond 4.67 2.53 -0.05 n/a n/a n/a n/a 0.54 2.51 1.30 4.13
High Yield Municipal Bond 4.99 4.92 -0.02 n/a n/a n/a n/a 0.54 2.09 1.22 6.96

Treasury market monitor

Returns in local currency

1 month
change in YTWCoupon (%) Yield to worst (%) 1 mth (%) 3 mth (%) YTD (%)  12 mth (%)

United States 2.40 2.63 0.07 -0.27 2.35 0.20 3.23
Canada 2.31 1.90 0.03 -0.13 2.38 0.46 3.50
United Kingdom 3.32 1.37 0.08 -0.96 2.53 0.10 2.61
Germany 1.73 -0.07 0.04 -0.34 0.97 0.43 3.72

Italy 3.21 2.00 0.20 -1.17 3.09 -0.04 -2.03

Japan 0.97 0.04 -0.01 0.24 1.48 0.71 1.44

China 3.53 3.04 0.04 -0.09 1.93 0.88 8.23

EM Local Currency Governments n/a n/a n/a 0.28 3.34 2.05 3.89

FX market monitor1

10 year range Returns

Current min max 1 mth (%) 3 mth (%) YTD (%)  12 mth (%)
EURUSD 1.14 1.04 1.51 -0.67 0.48 -5.28 -6.75

USDJPY 111.39 75.82 125.63 -2.26 1.88 1.17 -4.22

GBPUSD 1.33 1.20 1.85 1.17 4.03 -1.85 -3.61

USDCNY 6.69 6.04 6.96 0.10 3.96 -2.72 -5.42

USDCHF 1.00 0.72 1.23 -0.37 0.05 -2.35 -5.36

AUDUSD 0.71 0.60 1.10 -2.46 -2.90 -9.16 -8.61

CADUSD 0.76 0.69 1.06 -0.39 0.88 -4.60 -2.62

EURJPY² 126.67 94.31 157.95 -1.59 1.41 6.80 2.70

EURGBP² 0.86 0.69 0.98 1.84 3.51 3.58 3.36
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Investment risks
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. Past performance is not a guide to future 
returns. 
Fixed-income investments are subject to credit risk of the issuer and the effects of changing interest rates. 
Interest rate risk refers to the risk that bond prices generally fall as interest rates rise and vice versa. An issuer 
may be unable to meet interest and/or principal payments, thereby causing its instruments to decrease in value 
and lowering the issuer’s credit rating. The values of junk bonds fluctuate more than those of high quality bonds 
and can decline significantly over short time periods. 
The risks of investing in securities of foreign issuers, including emerging market issuers, can include fluctuations in 
foreign currencies, political and economic instability, and foreign taxation issues. 
The performance of an investment concentrated in issuers of a certain region or country is expected to be closely 
tied to conditions within that region and to be more volatile than more geographically diversified investments. 
Mortgage- and asset-backed securities, which are subject to call (prepayment) risk, reinvestment risk and 
extension risk. These securities are also susceptible to an unexpectedly high rate of defaults on the mortgages 
held by a mortgage pool, which may adversely affect their value. The risk of such defaults depends on the quality 
of the mortgages underlying such security, the credit quality of its issuer or guarantor, and the nature and 
structure of its credit support. 
Asset-backed securities are subject to prepayment or call risk, which is the risk that the borrower’s payments may 
be received earlier or later than expected. 
Commodities may subject an investor to greater volatility than traditional securities such as stocks and bonds and 
can fluctuate significantly based on weather, political, tax, and other regulatory and market developments.

Important information

All data as of March 29, 2019 unless otherwise stated. All data is USD, unless otherwise stated.

This document has been prepared only for those persons to whom Invesco has provided it for informational 
purposes only. This document is not an offering of a financial product and is not intended for and should not be 
distributed to retail clients who are resident in jurisdiction where its distribution is not authorized or is unlawful.. 
Circulation, disclosure, or dissemination of all or any part of this document to any person without the consent 
of Invesco is prohibited. 

This document may contain statements that are not purely historical in nature but are "forward-looking 
statements," which are based on certain assumptions of future events. Forward-looking statements are based 
on information available on the date hereof, and Invesco does not assume any duty to update any forward-
looking statement. Actual events may differ from those assumed. There can be no assurance that forward-
looking statements, including any projected returns, will materialize or that actual market conditions and/or 
performance results will not be materially different or worse than those presented. 

The information in this document has been prepared without taking into account any investor’s investment 
objectives, financial situation or particular needs. Before acting on the information the investor should consider 
its appropriateness having regard to their investment objectives, financial situation and needs.

You should note that this information:
• may contain references to amounts which are not in local currencies;
• may contain financial information which is not prepared in accordance with the laws or practices of your

country of residence;
• may not address risks associated with investment in foreign currency denominated investments; and
• does not address local tax issues.

All material presented is compiled from sources believed to be reliable and current, but accuracy cannot be 
guaranteed.  Investment involves risk.  Please review all financial material carefully before investing. The 
opinions expressed are based on current market conditions and are subject to change without notice. These 
opinions may differ from those of other Invesco investment professionals. 

The distribution and offering of this document in certain jurisdictions may be restricted by law.  Persons into 
whose possession this marketing material may come are required to inform themselves about and to comply 
with any relevant restrictions. 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. 




