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In early November, over 170 attendees representing 116 institutional investors from 
across the Asia-Pacific region, gathered at the 2018 Invesco Asia Pacific Institutional 
Client Conference in Shanghai to discuss the latest macroeconomic developments 
and long-term trends affecting the investment world.

Themed “Out of change comes opportunity”, the two-day conference saw lively 
debate over what slowing global growth, intensifying trade war, higher interest rates, 
and new trends such as big data and cryptocurrencies mean for investors. Attendees 
also exchanged views over how they can capture the best investment opportunities 
amid these uncertainties.

Going defensive too early is costly

Investors sounded a cautious tone at the onset of the conference. A live poll showed 
that the greatest worry for six in ten respondents is the possibility of a recession 
happening over the next five years (figure 1). In a follow-up question, some 46% of 
126 respondents are scaling back on risk exposures (figure 2). 
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Figure 1: Majority fear a near-term crisis the most
We polled 105 respondents on what issue they think will affect investments the most over 
the next five years.
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Figure 2: Investors are turning cautious
We asked 126 respondents if they're taking on more or less risk during this time of 
uncertainty.
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Source: Live polling conducted by Invesco.

After one of the worst months for stock markets since the 2008 financial crisis amid 
escalating global macroeconomic risks, investors are now cautious, with many of 
them planning to go on the defensive in their portfolios. 

Such a move, however, may be very costly as it could dampen overall returns. “The 
portfolio should be resilient enough to be able to manage through downturns and 
take advantage of the opportunities along the way,” said Scott Wolle, Invesco’s Chief 
Investment Officer for Global Asset Allocation. His advice: “Don’t try to time the next 
recession.”

There’s a silver lining: now more means and ways to maximize returns exist, said 
Bernhard Langer, Chief Investment Officer of Invesco Quantitative Strategies. Even 
though issues may seem more complicated now and the pace of change may be rapid 
in this day and age, advancements in analytics and technology research means that 
the investment world now has “all the measures, know-how, and tools to manage this 
uncertainty,” said Langer.

“We now have all the measures, know-how, and tools to manage this 
uncertainty.” 
                                                                                           Bernhard Langer 
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Trade war in focus 

China may emerge victorious 

A major discussion topic was the sustained trade war between China and the US. 
Uncertainty over the outcome of the dispute has taken its toll on China’s financial 
markets. However, Invesco’s Chief Global Market Strategist Kristina Hooper thinks 
that markets have completely mispriced what’s been happening.

The direct impact on the world’s two largest economies may be smaller than what’s 
been expected. For one, China is far less reliant on exports than many other 
countries, said Hooper. And while China and the US account for a combined 22% of 
world exports, bilateral trade between them accounts for just 3.2%.

At the same time, China has more weapons in its arsenal than the US to handle the 
trade war, she said. For example, China has enough reserves to engage in stimulus 
spending. Its monetary policy also remains accommodative. 

This is not the case for the US. Tax cuts approved by Congress could weigh heavily on 
the US deficit (figure 3), while rising interest rates, as envisioned by the Federal 
Reserve, would worsen US debt sustainability even further. With Democrats taking 
control of the House of Representatives after the mid-term elections, the Trump 
administration will find it harder to introduce stimulus measures to cushion the effects 
from the trade war.

Figure 3: US debt sustainability could become a bigger issue
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“There is this pervasive idea that China will lose the trade war with the US. I can’t 
stress how wrong that is,” said Hooper. “China is very well positioned to not only 
withstand the trade war, but perhaps ultimately be the victor in the trade war.”

“There is this pervasive idea that China will lose the trade war with the US. 
I can’t stress how wrong that is.”
                                                                                            Kristina Hooper
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Chinese equities still offer good value

Chinese equity investors may have stayed on the sidelines as the trade war rumbles 
on, but panelists at a discussion on the asset class stressed that these are only 
short-term movements. Now that Chinese A shares are included in the MSCI 
Emerging Markets Index, their importance in equity strategies globally will only grow 
over the long term. This can provide greater opportunities to invest in Mainland 
stocks, said panelist William Yuen, Invesco’s Investment Director who oversees 
Chinese equity strategies.

For those looking to stay invested in Chinese shares, Yuen thinks “what drives the 
Chinese economy will also drive the future of Chinese equity markets”. In other 
words, look for trends in China’s transition to consumption-led growth, demographic 
shifts, and urbanization.

Technology and healthcare are two sectors that the panelists think will benefit most. 
Healthcare, for example, will see demand grow as income levels rise, in particular 
rural incomes, said panelist Hanfeng Wang, Managing Director and Strategist at China 
International Capital Corporation. China’s aging population also will support demand 
for healthcare services.

Trade war may benefit Belt and Road markets

The trade dispute may be casting a shadow of doubt over the world’s two largest 
economies, but it may be a boon to markets that are part of China’s Belt and Road 
Initiative, said Ken Hu, Invesco’s Chief Investment Officer for Fixed Income in Asia 
Pacific. China would want to channel more long-term investments to the initiative so 
as to mitigate the negative effects from reduced trade with the US.

This in turn drives the US, the UK, Europe and Japan to also jostle for influence 
through increasing capital commitments to these markets. Over the past few months 
alone, the US, the EU, the UK and Japan have promised billions of dollars in direct 
investments into Asian and African economies. “The resulting economic improvement 
should benefit both government and corporate bond issuers along the Belt and 
Road,” said Hu.

The way forward

Beyond these near-term concerns, investors are delving into more means and ways to 
enhance long-term portfolio performance.

ESG grows in importance but no one-size-fits-all approach exists

One area of interest was in environmental, social and governance (ESG) investing. 
Globally, institutional investors are increasingly recognizing the importance of their 
roles in acting as good stewards for the huge amount of capital entrusted to them 
– there are now US$89.7 trillion worth of assets owned by signatories to the United 
Nations-supported Principles for Responsible Investment (PRI) initiative (figure 4).

ESG investing cuts across different asset classes and investment professionals 
recognize that there is no one-size-fits-all approach to ESG reporting. The best way to 
tackle this is to be open to as many data sources as possible and how analysis is 
carried out for each asset class differs. “We do believe in a democratized approach to 
ESG integration,” said Bonnie Saynay, Invesco’s Global Head of Responsible 
Investment of the firm’s investment process, at a panel discussion on ESG investing.
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Figure 4: Responsible investing gaining traction
Key facts and figures in responsible investing
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“We do believe in a democratized approach to ESG integration.”
                                                                                                  Bonnie Saynay

That is the approach that fellow panelists Paul English and Sze Ann Ong take when 
looking at fixed income and real estate respectively. English, who is the Head of US 
Investment Grade Research for Invesco Fixed Income, said that analysts look at 
different considerations across multiple sectors when conducting corporate research. 
For real estate, Ong, who is the Managing Director and Head of Asset Management in 
Asia Pacific for Invesco Real Estate, said that due diligence would be conducted on 
how property yields may be impacted by environmental issues.

At the same time, panelists stressed that adopting universally-accepted reporting 
standards can ensure wider adoption of ESG investing. There are now many reporting 
frameworks and that may not be beneficial for the ESG landscape, said Saynay. 
Companies, especially resource-strapped smaller-sized firms, looking to incorporate 
sustainability in their operations, would not know where to start, and this in turn 
reduces their attractiveness to ESG-minded investors, said English.

Cut out market noise in factor investing

The growing interest in factor investing is encouraging many in academia and 
investment practitioners to look for multi-factor relationships that they can describe 
or exploit, said Stephen Quance, Invesco’s Global Director of Factor Investing. But this 
brings with it an increased risk of finding results that seem significant, but are in fact 
hard to prove in real life. “New capabilities such as big data and machine learning can 
yield interesting results, but we have to be cautious and have to demand a high 
standard before committing to ideas and strategies that can benefit us,” said Quance.

As such, investors must know how to cut through the noise. A good guiding principle 
would be to explore solid rationales that support the multi-factor relationships. These 
rationales can largely be summarized as those that rely on a risk-return trade off, 
behavioral biases that will show up in pricing of securities, and finally, a market 
structure that regulates what investors do.

Investors should also remember that there are only a few unique, distinct factors. 
This means that their correlations, or signals, can be grouped into those that rely on 
value, quality and momentum sensitivities. Investors can still look to diversify across 
multiple factors, but they should be clear what those factors are, as “unreliable 
factors can be absolutely detrimental to returns,” said Quance. 

“Unreliable factors can be absolutely detrimental to returns.”
                                                                                               Stephen Quance

1 PRI Annual Report 2018.
2 KPMG Survey of Corporate Responsibility Reporting 2017.
3 PRI/MSCI Global Guide to Responsible Investment Regulation 2016.
4 PRI responsible investment regulation database as of Aug. 27, 2018.
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Different objectives for using smart-beta ETFs

Investment trends in smart-beta exchange-traded funds (ETFs) and crypto-assets 
were also discussed during the conference. A growing body of research has 
sharpened smart-beta ETFs’ edge, allowing them to employ the best features of 
passive market cap-weighted funds and active ones. As such, many institutional 
investors now see smart-beta ETFs as the best combination of low cost and potential 
outperformance, said Jason Bloom, Director of Global Macro ETF Strategy (figure 5).

Figure 5: Different objectives for using smart-beta ETFs
Institutional investors' primary objectives when using ETFs vs smart-beta ETFs
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Source: Smart Beta ETFs, September 2017, Market Strategies International.

Crypto-asset landscape still evolving

While usage applications and the regulatory landscape for crypto-assets, which 
include crypto-currencies, crypto-commodities, and crypto-platforms, among others, 
is still evolving, an investor who is interested in the asset class may need a longer 
investment horizon than usual as it evolves into a more mature investment asset 
class, said Evan Darr, Managing Partner at Invesco Private Capital. Therefore, “the 
best way to access this space – because it’s so long-term oriented – is through 
traditional venture capital,” he said.

Sharing insights to help seize opportunities

Actively seeking out investment opportunities amid the uncertainty was the key 
theme running throughout the two-day conference in Shanghai. Attendees and 
speakers shared thoughts on how to uncover good investment ideas amid short-term 
disturbances and in long-term trends across different asset classes and strategies. 
“Disruption is where potential opportunities can be found,” said Hooper. Elvin Tharm, 
Head of Business Development and Client Relationships for Mercer in Hong Kong, 
agreed. Mercer spends a lot of time with clients to understand the effects from 
quantitative tightening or a possible economic downturn, and Tharm often advises 
them: “There may be a lot of risks, but there should also be a lot of opportunities to 
reposition the portfolios.”

Bringing a diverse group of institutions aids discussion and in turn, generates more 
ideas on how to grapple with future challenges. This can then help investors to tap 
into investment opportunities when they appear. “What’s unprecedented today is the 
pace of change and to some extent, the pace of opportunity – it comes and goes very 
quickly,” said Terry Pan, Invesco’s Chief Executive Officer of Greater China, Singapore 
and Korea, in his closing remarks. “Sharing ideas can help us grab better 
opportunities when they arise.”
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“What’s unprecedented today is the pace of change and to some extent, the 
pace of opportunity.” 
                                                                                                         Terry Pan

To find more details on the topics discussed in this paper and other specialized 
thought-leadership materials, visit the Insights section on our website: 
https://apinstitutional.invesco.com/home.
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Important information
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 forwardlooking 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.




