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Recent interest in the Asia USD credit space has surged, driven by its recovery 
from Covid-19 lows and the rebound after the China property crisis. Supportive 
spread differentials and other key attributes make this asset class appealing for 
fixed income and multi-asset portfolios, especially for investors willing to take  
on more risk.

In this paper, we lay out:

The history of the Asian USD bond market,

Breakdown of the composition of the Asian USD bond market, 

The attractiveness of this asset class, and 

How it can be integrated into investors’ portfolios

Manpreet Gill
Chief Investment Officer, Africa,  
Middle East & Europe (AMEE)

Understanding Asia USD bonds 

The Asian USD bond market has experienced remarkable growth since its 
inception in the early 2000s, reaching USD 500bn in 2014 and surpassing USD 
1trn in 2020. Over the past decade, it has generated positive returns in 7 out of 
10 years. 

Fig.1

Asian USD bonds have delivered positive returns in 7 out of the last 10 years 

Annual total returns of Asian USD bonds since 2014
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Additionally, we will compare the performance of Asia USD bonds to global USD and EUR corporate 
credit. Key insights reveal that Asian USD bonds: 

•	 generally offer higher yields and spreads with relatively shorter duration

•	 Asia IG bonds have delivered stronger risk-adjusted returns compared to their US and Euro IG 
peers (0.89 vs. 0.46 and 0.68 respectively)

•	 Serve as a good diversification tool, with lower correlation to global bonds and equities than their 
developed market counterparts

Fig. 2

Asia bonds offers higher yield per unit of interest 
rate risk 

Yield-duration ratios of Asian, US and Euro bonds as of  
31 August 2024
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Fig. 3

Asian IG bonds offers higher returns with lower 
volatility compared to US and Euro IG bonds

Annualised risk and returns of Asian, US and Euro IG and 
HY bonds since 2014
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The crisis was partly due to Asian corporations’ heavy reliance on bank financing, as regional bond 
markets were underdeveloped. The de facto peg of local currencies to the US dollar, combined with 
a large difference between local and foreign interest rates, led many borrowers to take on foreign 
currency loans. 

This resulted in a ‘double mismatch’, where companies faced both currency and maturity risks, 
borrowing short-term in foreign currencies to fund long-term domestic investments. Following the 
currency depreciation, many corporates found it difficult to access credit to continue funding their 
investments. 

This crisis highlighted the need for a stronger regional bond market, with policy makers concluding 
that a more robust primary and secondary bond market in the region would reduce dependence on 
bank financing and help mitigate maturity mismatch risks. 

Strong growth in Asian GDP has been a supportive driver for the development of the Asian bond 
market
Globalization and increased world trade since the 1990s have also contributed to the rise of Asian 
economies, which now accounts for 35% of global GDP (in Purchasing Power Parity terms), as of 
2023. As economic growth in Asian region continues to outpace Developed Markets, demand for 
Asian USD bonds is expected to remain strong. 

History of Asian bond markets 

In the early to mid-1990s, the East Asian experienced high rapid growth, which 
was disrupted by the Asian Financial Crisis in 1997. The crisis began with the 
sharp depreciation of the Thai baht, leading to a loss of investor confidence 
and impacting financial markets across the region.

Fig. 4

The growing share of Asian* economies within global GDP and trend is set to continue through 2029 

GDP based on PPP as a share of world, forecasts till 2029
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Understanding the composition of 
the Asian bond market 

The following sections illustrate the characteristics of the Asian bond market, 
offering insights to market diversification, sectors distribution, and overall 
credit quality.

The Asian USD bond market currently includes exposure to 16 markets across Asia. Mainland China 
is the largest issuer country, although its share has declined from over 50% in 2020 to around 34% 
currently, primarily due to a contraction in its real estate sector. Hong Kong, South Korea, and 
Indonesia are the next largest markets, collectively making up nearly 40% of the asset class. 

Fig. 5

Asian USD bond market offers geographical diversification with exposure to high 
growth economies

Breakdown of the market by country*
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Source: Bloomberg, Standard Chartered
* Others comprise Macau, Mongolia, Pakistan, Sri Lanka, Taiwan, Thailand and Vietnam.
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Sector diversity is also notable, with 11 sectors being represented. Like many developed markets, the 
financial sector makes up the largest share, followed by Technology, Media, Telecommunications 
(TMT), Utilities and Industrials. 

In terms of credit quality, the Asian USD bond market is predominantly investment grade (IG), with 
IG bonds making up over 80% of the market. The largest share of IG bonds falls within the BBB rated 
bucket. The high yield (HY) market has shrunk due to lower supply and defaults. Nonetheless, the 
high concentration of investment-grade bonds underscores the quality of the asset class, particularly 
when compared to Developed Market peers.

Fig. 6

Asia offers a diverse opportunity set across 11 sectors, although a significant share is 
concentrated within Financials
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Fig. 7

Strong quality tilt with 40% allocation to Sovereigns and Quasi-Sovereigns
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Rating trajectory looking more optimistic 
A review of credit rating trend reveals that the ratio of upgrade to downgrade by credit rating 
agencies peaked in 2018 for both Asia USD IG and HY bonds. However, ratings slipped in 2020 due 
to the Covid-19 pandemic, with HY bonds – especially in China’s real estate sector – being more 
significantly impacted. Despite recent challenges, particularly in the HY segment, ratings have 
remained largely stable for IG, while HY ratings have marginally improved as defaulted names have 
been removed from the asset class.

Default rates have trended higher in the recent few years especially within the HY space. However, 
it is important to note that prior to the start of the Chinese property sector crisis in 2021, the default 
rate for Asian HY was relatively benign and had compared well to US HY and EM ex-Asia HY peers. 
The default rate in 2024 is widely expected to be lower than that of 2023 as we move past the peak 
of the real estate sector’s default cycle in China.

Fig. 8

Rating trajectory looking optimistic for Asian bonds, with upgrade to downgrade 
ratio seeing an uptick for HY and stabilising for IG bonds in recent years
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Attractiveness of Asian bonds

Yields and duration highlight the lower interest rate risk of Asia USD bonds relative to their US and 
European counterparts 
An important feature of fixed income assets is their yield and duration. The former refers to the 
income that investors receive from investing in bond in the form of periodic coupons, while the latter 
refers to the interest rate risk as measured by the change in the bond’s price given a change in 
interest rates. 

In this section, we compare the yield and duration of Asian USD bonds against US and European 
alternatives. Standalone, the yield on offer on Asian USD bonds remains not far from its long-term 
average of approximately 5%, making it attractive from an income perspective. 

Compared to the US and Europe markets, Asian USD bonds offer higher yields and have shorter 
duration, suggesting less sensitivity to interest rate changes. Within the HY segment, Asian USD HY 
duration has been trending lower since mid-2017. The yield per unit of duration for Asian IG and HY 
bonds are particularly attractive relative to the other markets. This additional “carry” would enable 
Asian USD bonds to absorb a greater degree of either higher base rates or wider credit spreads.

Fig. 9

Asia USD bond yield remains above its long-term average

Yield on offer for Asia credit benchmark (%)

Source: Bloomberg, Standard Chartered. Data as of 31 August 2024.
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Asian USD bonds have demonstrated strong absolute and relative performance
Historical performance data can offer another lens to view asset class performance. Our analysis 
looks at the last 10 years of data – this period covers market events such the outbreak of Covid-19 as 
well as the China property market crisis in 2021.

Over this period, Asia IG and HY indices have shown solid absolute performance at a time when 
cash yields were largely very low. On an absolute level, Asian USD bond performance tends to fall 
between that of US and Euro bonds. However, when looking at risk-adjusted returns, Asia IG bonds 
stands out with the highest ratio of 0.89. 

Asian HY bonds, on the other hand, have lagged US HY corporate bonds. This was due to higher 
volatility during the Chinese property crisis in 2021.

From a relative perspective, Asia USD bonds have also delivered returns similar to US and Euro peers. 
In terms of IG rated bonds, Asia IG bonds have tracked closely to US IG corporates, although it has 
started to eke out higher returns in recent years. On the flip side, Asia HY bonds saw higher returns 
from 2014. However, that turned when the China property crisis became a drag on performance in 
2021. It is, however, important to note that the performance drag by Chinese property was arguably 
an idiosyncratic event. Nonetheless, market confidence is slowly returning to this segment and 
performance has been catching up.

Fig. 10

Asia IG bonds have displayed the highest risk adjusted returns of 0.89 

Annualised risk and returns of Asia, US and Euro IG and HY bonds since 2014

Asset Asia IG Asia HY US IG US HY Euro IG Euro HY

Annualised returns 3.7% 2.9% 3.0% 4.9% 3.4% 5.7%

Annualised volatility 4.1% 9.9% 6.4% 7.4% 5.0% 6.8%

Risk adjusted returns 0.89 0.29 0.46 0.66 0.68 0.83

Source: Bloomberg, Standard Chartered. Data as of 31 August 2024.

Fig. 11

Asia IG bonds outperformed their US and Euro peers by an average of c.8% since 2014
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Fig. 12

Asia HY bonds have trailed their DM peers since 2021, but this was driven almost 
entirely by the Chinese property sector 

Performance of Asia, US, Euro HY Corporate and China HY Real Estate indices

Relevant indices rebalanced to 100 on 1 Jan 2014 
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Fig. 13

After the Fed hikes ended, Asia USD IG and HY bonds delivered strong absolute 
and relative returns

Average performance of selected assets following the final Fed rate hike in the last three rate hiking 
cycles
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* Accounts for the first 2 rate hikes since 2005 only.

Asia USD bonds have fared well during past Fed policy decisions
There is a common misperception that Asia USD bonds underperform in a rising rate environment. 
On average, Asia IG bonds have delivered strong returns during the latest 3 rate hike cycles, 
outperforming Global Bonds. Asia IG bonds also outperformed Euro IG Corporate and Global bonds 
by c.1-4%, while performing on par with US IG Corporate bonds, on average 1 year after the last Fed 
hiking cycle. 

Asia HY bonds, on the other hand, delivered the highest average returns 1 year after the peak in the 
Fed fund rate, while performing worse relative to US HY Corporate and Euro HY Corporate when 
looking at the 3-year annualised returns. 
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We also reviewed returns during the recent two rate cutting cycles in September 2007 - December 
2008 and July 2019 - March 2020. On an absolute basis, Asia HY bonds saw double digit negative 
average returns of c.-12% while Asia IG delivered slightly negative returns of -1.6%. However, Asia HY 
beat US and Euro alternatives by over 8% each while Asia IG bonds underperformed US IG bonds by 
1% and outperformed Euro IG Corporate bonds by a 2.6% margin.

Post Fed rate cutting cycles, performance across the board saw a pick-up. Asian HY bonds recorded 
strong average returns one year after the last rate cut, outperforming IG bonds and even global 
bonds and cash. Within the IG bonds space, Asia IG bonds were the clear outperformer on a 1-year 
average returns and 3-year average annualized returns basis. 

Although the history is short and primarily reflects rate hiking and cutting cycles since 2005, it 
is important to note that this period includes the Global Financial Crisis of 2007-2008, which 
significantly skewed market performance. As a result, the data may not be fully representative of the 
future. However, despite these limitations, the analysis still offers a good perspective on how Asian 
USD bonds are likely to react during future rate hiking and cutting cycles. 

Fig. 14

Asia IG bonds was the clear outperformer within the IG bond space after the last 
Fed rate cut 

Average performance of selected assets following the final Fed rate cut in the last two rate cutting 
cycles
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Asian credit spreads offer an attractive pickup vs counterparts 
Another lens we use to analyse the attractiveness of Asian USD bonds is that of spreads, which is 
an indication of how much investors are compensated for the risk they are taking over other credits 
of similar ratings. Both IG and HY bonds have offered an attractive pickup relative to US and Euro 
peers. Asia IG bonds provide, on average, an excess spread of around 75bps against US IG Corporate 
bonds, while the average against Euro IG Corporates is slightly lower about 64bps. 

Since Covid-19, spreads differential between Asia HY and US and EU HY bonds have widened, 
particularly due to stresses in the China HY property sector, but have since improved. The average 
spread post Covid-19 between Asia HY against US HY and Euro HY, lies at 485bps and 428bps, 
respectively. 

Fig. 15

Asia IG offers a positive yield spread over DM peers 

Asia IG spread vs US and Euro Corporate IG

`

Source: Bloomberg, Standard Chartered. Data as of 31 August 2024.

Fig. 16

Spread differentials between Asia and US/EU HY have narrowed post pandemic

Asia HY spread vs US and Euro HY
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Asian bonds as an attractive 
addition in portfolios

We analyse the impact of including IG bonds across the different regions to 
the widely referenced 60/40 Equity/ Bond portfolio. 

We also look at the correlations between different asset classes since it provides a perspective on 
diversification benefits. As a simple guide, if two asset classes are correlated, that would indicate 
that both assets tend to move in the same direction. As the table in Fig 17 illustrates, the long-term 
correlation between Asia USD bonds and global bonds and equities has been relatively modest. This 
suggest there could be good diversification potential adding them to a portfolio of global bonds and  
equities. In addition, the relatively high correlation with US peers also suggest that Asian bonds can 
serve as a potential complement for investors who are more focused on US credit to increase their 
opportunity set and overall yield.

Fig. 17

Low correlations help provide diversification benefits for equity and bond portfolios 

Asset correlations using monthly returns since 2014

Asia USD Asia IG Asia HY US HY US IG 
Corp

Euro HY Euro IG 
Corp

Global 
Equities

Global 
Bonds

Asia USD 1.00

Asia IG 0.96 1.00

Asia HY 0.85 0.68 1.00

US HY 0.67 0.62 0.56 1.00

US IG Corp 0.87 0.91 0.59 0.72 1.00

Euro HY 0.67 0.58 0.64 0.90 0.68 1.00

Euro IG Corp 0.74 0.75 0.51 0.76 0.85 0.81 1.00

Global Equities 0.55 0.48 0.53 0.84 0.59 0.78 0.62 1.00

Global Bonds 0.76 0.82 0.49 0.60 0.87 0.48 0.69 0.53 1.00

Source: Bloomberg, Standard Chartered. Data as of 31 August 2024.
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To determine the impact of including Asian, US and Euro bonds into a portfolio, we allocate 60% 
into Global Equity, 30% into Global Bonds, and allocating the final 10% into either Asia, US or Euro 
IG bonds. As illustrated in the table, the allocation to Asia IG bonds has improved the return/risk 
ratio to 0.69, a step-up from 0.67. Even when we compare against the portfolios with US and Euro IG 
Corporate bonds, it has demonstrated better risk adjusted returns against both portfolios. 

This suggests Asian bonds have the potential to benefit portfolios either through higher returns or 
reduced risk via lower volatility as compared to other alternatives or even compared to a 60/40 
Equity/Bond portfolio.

Fig. 18

A 10% allocation to Asia IG bonds to a traditional 60/40 Equity/Bond portfolio 
has improved risk adjusted returns

Performance of traditional equity/ bond portfolios with 10% allocation to Asia, US or Euro IG bonds 
using monthly returns since 2014

Portfolio Return Volatility Return/Risk

60/40 Equity/Bond 6.1% 9.1% 0.67

With Asia IG 6.4% 9.2% 0.69

With US IG 6.3% 9.4% 0.66

With Euro IG 6.3% 9.3% 0.68

Source: Bloomberg, Standard Chartered. Data as of 31 August 2024.
* Equities uses MSCI ACWI Index and Bonds uses Bloomberg US Treasury Index.
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Why Asia bonds offer  
compelling risk-reward 

In our view, there are several compelling reasons to include 
Asia USD bonds within any diversified portfolio: 

– 	 High yield per unit of duration risk
– 	 Attractive spreads over Treasuries 
– 	 Historically strong risk-adjusted returns and absolute returns
– 	 Enhances the risk-adjusted profile of a typical 60/40 equity/

bond portfolio

While the asset class may face some concentration risks, particularly with Chinese issuers, its solid 
performance historically, diversification benefits and attractive yields make Asian USD bond an 
attractive addition to global portfolios. 
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to Standard Chartered via e-mail, as Standard Chartered makes no representations or warranties as to the security or 
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distributed in India by Standard Chartered in its capacity as a distributor of mutual funds and referrer of any other third 
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Exchange Board of India (Investment Advisers) Regulations, 2013 or otherwise. Services/products related securities business 
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prohibition on soliciting the securities business in that jurisdiction without going through the registration requirements and/
or prohibit the use of any information contained in this document. Indonesia: This document is being distributed in Indonesia 
by Standard Chartered Bank, Indonesia branch, which is a financial institution licensed, registered and supervised by 
Otoritas Jasa Keuangan (Financial Service Authority). Jersey: In Jersey, Standard Chartered Private Bank is the Registered 
Business Name of the Jersey Branch of Standard Chartered Bank. The Jersey Branch of Standard Chartered Bank is regulated 
by the Jersey Financial Services Commission. Copies of the latest audited accounts of Standard Chartered Bank are 
available from its principal place of business in Jersey: PO Box 80, 15 Castle Street, St Helier, Jersey JE4 8PT. Standard 
Chartered Bank is incorporated in England with limited liability by Royal Charter in 1853 Reference Number ZC 18. The 
Principal Office of the Company is situated in England at 1 Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank 
is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and Prudential 
Regulation Authority. The Jersey Branch of Standard Chartered Bank is also an authorised financial services provider under 
license number 44946 issued by the Financial Sector Conduct Authority of the Republic of South Africa. Jersey is not part of 
the United Kingdom and all business transacted with Standard Chartered Bank, Jersey Branch and other SC Group Entity 
outside of the United Kingdom, are not subject to some or any of the investor protection and compensation schemes 
available under United Kingdom law. Kenya: This document is being distributed in Kenya by and is attributable to Standard 
Chartered Bank Kenya Limited. Investment Products and Services are distributed by Standard Chartered Investment 
Services Limited, a wholly owned subsidiary of Standard Chartered Bank Kenya Limited that is licensed by the Capital 
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(“SCBMB”). Recipients in Malaysia should contact SCBMB in relation to any matters arising from, or in connection with, this 
document. This document has not been reviewed by the Securities Commission Malaysia. The product lodgement, 
registration, submission or approval by the Securities Commission of Malaysia does not amount to nor indicate 
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are not obligations of, not guaranteed by, and not protected by SCBMB or any of the affiliates or subsidiaries, or by 
Perbadanan Insurans Deposit Malaysia, any government or insurance agency. Investment products are subject to 
investment risks, including the possible loss of the principal amount invested. SCBMB expressly disclaim any liability and 
responsibility for any loss arising directly or indirectly (including special, incidental or consequential loss or damage) arising 
from the financial losses of the Investment Products due to market condition. Nigeria: This document is being distributed in 
Nigeria by Standard Chartered Bank Nigeria Limited, a bank duly licensed and regulated by the Central Bank of Nigeria. 
Standard Chartered accepts no liability for any loss or damage arising directly or indirectly (including special, incidental or 
consequential loss or damage) from your use of these documents. You should seek advice from a financial adviser on the 
suitability of an investment for you, taking into account these factors before making a commitment to invest in an investment. 
To unsubscribe from receiving further updates, please send an email to clientcare.ng@sc.com requesting to be removed 
from our mailing list. Please do not reply to this email. Call our Priority Banking on 02 012772514 for any questions or service 
queries. Standard Chartered shall not be responsible for any loss or damage arising from your decision to send confidential 
and/or important information to Standard Chartered via e-mail, as Standard Chartered makes no representations or 
warranties as to the security or accuracy of any information transmitted via e-mail. Pakistan: This document is being 
distributed in Pakistan by, and attributable to Standard Chartered Bank (Pakistan) Limited having its registered office at 
PO Box 5556, I.I Chundrigar Road Karachi, which is a banking company registered with State Bank of Pakistan under Banking 
Companies Ordinance 1962 and is also having licensed issued by Securities & Exchange Commission of Pakistan for Security 
Advisors. Standard Chartered Bank (Pakistan) Limited acts as a distributor of mutual funds and referrer of other third-party 
financial products. Singapore: This document is being distributed in Singapore by, and is attributable to, Standard Chartered 
Bank (Singapore) Limited (Registration No. 201224747C/ GST Group Registration No. MR-8500053-0, “SCBSL”). Recipients 
in Singapore should contact SCBSL in relation to any matters arising from, or in connection with, this document. SCBSL is an 
indirect wholly owned subsidiary of Standard Chartered Bank and is licensed to conduct banking business in Singapore 
under the Singapore Banking Act, 1970. Standard Chartered Private Bank is the private banking division of SCBSL. IN 
RELATION TO ANY SECURITY OR SECURITIES-BASED DERIVATIVES CONTRACT REFERRED TO IN THIS DOCUMENT, THIS 
DOCUMENT, TOGETHER WITH THE ISSUER DOCUMENTATION, SHALL BE DEEMED AN INFORMATION MEMORANDUM 
(AS DEFINED IN SECTION 275 OF THE SECURITIES AND FUTURES ACT, 2001 (“SFA”)). THIS DOCUMENT IS INTENDED FOR 
DISTRIBUTION TO ACCREDITED INVESTORS, AS DEFINED IN SECTION 4A(1)(a) OF THE SFA, OR ON THE BASIS THAT THE 
SECURITY OR SECURITIES-BASED DERIVATIVES CONTRACT MAY ONLY BE ACQUIRED AT A CONSIDERATION OF NOT LESS 
THAN S$200,000 (OR ITS EQUIVALENT IN A FOREIGN CURRENCY) FOR EACH TRANSACTION. Further, in relation to any 
security or securities-based derivatives contract, neither this document nor the Issuer Documentation has been registered 
as a prospectus with the Monetary Authority of Singapore under the SFA. Accordingly, this document and any other 
document or material in connection with the offer or sale, or invitation for subscription or purchase, of the product may not 
be circulated or distributed, nor may the product be offered or sold, or be made the subject of an invitation for subscription 
or purchase, whether directly or indirectly, to persons other than a relevant person pursuant to section 275(1) of the SFA, or 
any person pursuant to section 275(1A) of the SFA, and in accordance with the conditions specified in section 275 of the SFA, 
or pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA. In relation to any 
collective investment schemes referred to in this document, this document is for general information purposes only and is 
not an offering document or prospectus (as defined in the SFA). This document is not, nor is it intended to be (i) an offer or 
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solicitation of an offer to buy or sell any capital markets product; or (ii) an advertisement of an offer or intended offer of any 
capital markets product. Deposit Insurance Scheme: Singapore dollar deposits of non-bank depositors are insured by the 
Singapore Deposit Insurance Corporation, for up to S$100,000 in aggregate per depositor per Scheme member by law. 
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have taken related actions in respect of the information involved (including communication with customers of SC or SCB 
(Taiwan) as to the information contained herein). The opinions contained in this document may change, or differ from the 
opinions of employees of SC or SCB (Taiwan). SC and SCB (Taiwan) will not provide any notice of any changes to or 
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The potential impacts include market makers’ related activities, such as dealing, investment, acting as agents, or performing 
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Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority. This communication has 
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