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The fourth Asian Bond Investor Survey, commissioned by HSBC 
and S&P Global Ratings, shows investors’ thirst for yield remains 
unquenched, as the region toasts a record year for G3 bond issuance

ASIAN BOND 
MARKETS, 
CONNECTING THE 
INVESTMENT DOTS

For details of the 
full results from 
latest Asian Bond 
Investor Survey, 
please visit our 
microsite
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It has been a remarkable year for Asia’s 
G3 bond markets. Even a sharp 
escalation of tensions across the Korean 

peninsular in August was unable to dampen 
investors’ animal spirits. 

When fund managers returned to their 
desks at the end of summer, it was to a 
market which had just set an all-time G3 
issuance record, with four months of the 
year yet to go. 

At the end of August, figures from 
data provider Dealogic recorded US 
dollar-denominated volume of $210 
billion (ex Australia and Japan), a notch 
above 2016’s record breaking $209 
billion total. By the end of September, 
the figure had risen to $248.4 billion. 

More remarkable still has been the 
pace of issuance from the high yield 
sector, which had accounted for $58 

billion of the total via 142 transactions 
during the first nine months of the year. 
This is quadruple 2016. 

Investors are clearly still looking for 
yield in an environment where interest 
rates remain exceptionally low and for 
longer than almost anyone imagined. 
And the latest Asian Bond Investor 
Survey bears this overarching trend out. 

The semi-annual survey revealed that 
76.1% of respondents are planning to 
increase their high yield exposure. It is 
not only a high figure in its own right, but 
also a 4.3 percentage point increase 
from six months ago when 71.8% said 
they were planning to do so. 

This was just one of the key findings of 
the semi-annual survey, which 
FinanceAsia conducts in association with 
HSBC and S&P Global Ratings. 

The research, overseen by East & 
Partners across five weeks to mid 
August, had 176 responses from 
institutional fixed income investors with 
$742.7 billion in assets under 
management. 

Asia represented just over half of the 
total, followed by the US and Canada on 
slightly over a fifth, with Europe and 
Australia accounting for the remainder. 
There has been a high degree of 
consistency across these geographical 
ratios through all four surveys, making it 
easier to start joining the dots on 
investment trends. 

Above all else, the data reveals the 
increasing appeal of Asian credit 
markets. The number of investors 
planning to increase their exposure 
stands at 84.7%, a 9.8 percentage point 

ASIAN BOND INVESTOR SURVEYS IN 2016/2017
SURVEY 1  / MAR 7TH – MAR 29TH, 2016         SURVEY 2  / AUG 15TH – SEP 5TH, 2016     
SURVEY 3  / JAN 30TH – MAR 3RD, 2017         SURVEY 4  / JUL 17TH – AUG 21ST, 2017
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increase since the very first survey at the 
beginning of 2016. 

Investors have also consistently 
expressed their intention to increase 
their exposures to three big markets: 
China, India and Indonesia. 

The biggest jump over the four 
surveys has been India, registering an 8.2 
percentage point increase to 42.6%. 
However, there is an interesting skew 
between Asia and the rest of the world, 
with the former polling 50.5% during the 
fourth survey and the latter 32.5%. 

Indonesia, meanwhile, has recorded a 
5.3 percentage point rise over the same 
time period, with 20.5% planning to 
increase their exposure this time round. 

Alexi Chan, global co-head of debt 
capital markets at HSBC is not very 
surprised by these findings. 

“Alongside China, India and Indonesia 

are really hitting investors’ sweet spot at 
the moment,” he said. “Both have very 
positive economic trajectories and 
provide an attractive risk-return 
combination.” 

China is the dominant force in Asian 
G3 bond markets and again 
unsurprisingly, attracts the most 
respondents who are planning to 
increase their exposure: 48.9%, or a 5.9 
percentage point rise over the four 
surveys. 

Here the skew between Asian and rest 
of the world investors is most marked, 
with 60.6% of Asian investors planning 
to increase their exposure compared to 
33.8% across the rest of the world. 

CONNECTIONS: CHINESE STYLE 
China’s $9 trillion domestic bond market 
is the world’s third largest and its 

heavily dominated by local bank 
investors,” she continued. “The 
government would like to have a more 
diversified investor base, particularly in 
the corporate debt market.”The July 3 
launch of Bond Connect should speed 
that along. 

The trading link is very similar to 
China’s existing Stock Connect schemes 
and enables offshore investors to buy 
and sell the full gamut of onshore credits 
traded on the interbank bond market 
through Hong Kong for the first time. 

First day trading recorded Rmb4.9 
billion ($721.4 million) in net purchases. 
Since then, average daily trading volume 
has settled down to about $300 million. 

For foreign investors, Bond Connect 
facilitates much easier entry into a 
market with enormous potential. For 
China, it also marks another new 

 THE ALLURE OF CHINA’S ONSHORE BOND MARKET 

Are you currently invested in China’s onshore bond market?

 INVESTOR’S REASONS TO USE BOND CONNECT 

 INVESTOR’S REASONS NOT TO USE BOND CONNECT 

Note: multiple responding enabled.

Alexi Chan, global co-head of debt capital 
markets at HSBC

ranking will only improve further over 
the coming decades. As such, its 
opening up to the outside world is 
arguably the most important event in 
Asian bond market history. 

For much of the past two decades, the 
process has been very gradual, only 
speeding up over the past couple of 
years. The final restrictions on foreign 
institutional investment in the country’s 
interbank bond market, for example, 
were lifted in February 2016. 

Elena Okorochenko, Managing 
Director, Head of Asia Pacific, S&P 
Global Ratings believes the government 
is very keen to bring foreign institutions 
onboard. 

“We do think the Chinese government 
wants to lift the ratio of foreign investors 
from the current 2% level,” she stated. 

“China’s domestic bond market is very 

MORE  
FAVOURABLE 
TERMS TO ACCESS 
THE ONSHORE 
MARKET

35.5%

REQUIREMENT OF 
GLOBAL ASSET 
ALLOCATION TO 
INCLUDE CHINA 
DEBTS

66.1%

TRUST IN THE 
LOCAL CREDIT 
RATING SYSTEM

35.1%
INFORMATION 
TRANSPARENCY

28.9%
LIMITED CROSS 
BORDER  
REMITTANCE 
OF FUNDS

60.5%

 TOP 3 MOST ATTRACTIVE   
 INVESTMENT SECTORS  

APAC  
INVESTMENT 
HOTSPOTS
AT A  
GLANCE

  MARKETS GAINING INVESTORS ATTENTION: CHINA, INDIA AND INDONESIA 

25.6%

CHINA

INDIA

21.6%
WHOLE REGION 
/ NO SPECIFIC 
COUNTRY 

18.8%HONG KONG

AUSTRALIA

31.3%
JAPAN

12.5% SOUTH KOREA

INDONESIA

9.1% MALAYSIA

6.3%SINGAPORE

In which Asia 
Pacific markets 
do you expect 
to increase 
your exposure 
in the next  
12 months?

  INCREASED REGIONAL EXPOSURE  

42.6% 

48.9% 

INFRASTRUCTURE  
& UTILITIES

71%

TRANSPORT & 
LOGISITICS

67.6%

TECHNOLOGY & 
TELECOMS

60.8%

Note: multiple responding enabled.

84.7%  | 9.8% 

OF INVESTORS PLAN TO ADD  
EXPOSURE TO ASIA PACIFIC

from survey 1

20.5% 

54.6%
UNDER

CONSIDERATION 30.1%
NO

11.6% 
from 
Survey 1

15.3%
YES

4.7%  
from Survey 1

16.3%  
from Survey 1

milestone in the internationalization of 
renminbi. 

“Bond Connect is a major step 
forward for China’s bond markets,” 
HSBC’s Chan commented. “Looking 
ahead, we expect to see further inroads 
as more international index providers 
include China’s domestic bond markets 
in their weightings.” 

The Asian Bond Investor Survey 
attests to high levels of foreign interest, 
tempered by some caution about 
stepping into the unknown. Over the 
past two years, there has been a 4.7 
percentage point rise in the number of 
investors already active onshore. 

The data shows that 15.3% are now 
trading in the onshore market, but there 
is a noticeable skew to Asian investors 
(20.2%) compared to the rest of the 
world (9.1%). A further 54.6% are now 
considering investing onshore compared 
to 43% at the time of the first survey. 

Where Bond Connect itself is 
concerned, the biggest driver to greater 
participation is, as Chan suggested, 
index inclusion. This was cited by 66.1% 
of respondents. 

So far, only Bloomberg has included 
China’s onshore market in a widely-
followed benchmark index, but at least a 
couple of others are expected to follow 
suit next year. 

The second positive driver is easier 
access to the onshore market, cited by 
35.5% of respondents. 

Third and in line with investors wider 
search for yield, is the attractiveness of 
the onshore market on a returns basis, 
cited by 30.6%. 

Yet the highest percentage of all 
relates to investors that are unfamiliar 
with the Bond Connect trading system: 
39.8%. 

Surprisingly, there is also very little 
skew between Asia and rest of the 
world, with 38.4% of Asian investors and 
41.6% of other international investors 
saying they are not yet familiar with 
Bond Connect. 

Their primary reason for not using it 
demonstrates how much education is 
still required about the very basics of 
how it works. For 60.5% of respondents 
the main impediment cited was limited 
cross border remittances: the main issue 
Bond Connect actually solves. 

In second place on 35.1%, were 
concerns about the domestic credit 

YIELD 
ATTRACTIVE-
NESS

30.6%

 FAMILIARITY  
 OF BOND  
 CONNECT 

Are you familiar 
with Bond 
Connect?

60.2%  YES

If Yes, do you 
intend to use 
Bond Connect in 
next 12 months?

58.5%  YES

5.9%
from 
survey 1 

8.2%
from 
survey 1 

5.3%
from 
survey 1 
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“Bond Connect 
will provide 

international 
investors with 

access to a new 
deep pool of 
green bonds  

in China”  
Alexi Chan, HSBC 

  TOP 3 DRIVERS OF RESPONSIBLE INVESTMENT 

  GOING GREEN  

If you already factor in ESG — or are likely to — what is driving this move?

Are you invested in green bonds?

YES, OR ‘FAMILIAR WITH 
GREEN BONDS BUT NOT YET 
INVESTED’

Note: multiple responding enabled.

  INCREASING EXPOSURE   
  TO GREEN BONDS  

55.9%
UP FROM 50.8% IN THE 
PREVIOUS SURVEY

rating system. 
This issue should also be in the process 

of being resolved thanks to a surprise 
announcement, earlier this March, 
allowing global rating agencies to apply 
for a local licence. 

Ritesh Maheshwari, managing director, 
head of market and franchise 
development, Asia Pacific at S&P Global 
Ratings, said this should make a real 
difference. 

“International investors have 
consistently said they aren’t sure how to 
bucket different classes of Chinese 
bonds, or mark them to market because 
local credit ratings aren’t as informative 
as international ones,” he explained. 

Maheshwari also flagged concerns 
about creditor protection and liquidity, 
not to mention the competing attractions 
of the $800 billion in Chinese credit 
available for sale in G3 currency markets.

And underlying it all is a lack of 
intimate knowledge about such a vast 
geography housing 1.38 billion people. It 
is well known that the further an investor 
is based from China, the less knowledge 
they typically have, or as the joke goes: 
China is a small state outside of Texas. 

But the reality is that even many 
non-Chinese Asian investors probably 
struggle to truly distinguish their Hunan 
from their Henan. 

This is slowly changing and HSBC’s 
Chan notes that many global funds are 
setting up in Hong Kong, Singapore, or 
onshore for just such a purpose, with 
many re-locating from Europe and the 
US to better cover the intricacies of the 
China market. 

One very obvious stepping stone for 
international investors are the renminbi-
denominated bonds issued by foreign 
companies, known as Panda bonds. 

This paper should also find a much 
wider audience now it is being issued via 
Bond Connect. Indeed, during July and 
August, 11 borrowers raised Rmb25.8 
billion ($3.93 billion), almost the same 
amount as the previous six months 
combined. 

Maybank was the first with its Rmb1 
billion three-year “Belt and Road 
Initiative” Panda bond in late July, 
followed by a debut Rmb 1 billion 
sovereign bond from Hungary a couple 
of days later. HSBC itself became the first 
foreign bank in China to raise funds 
through Bond Connect with an Rmb2 
billion three-year bond in 

mid-September. 
Chan believes Bond Connect may also 

drive the development of sustainable 
finance in the region to a greater extent 
than many investors currently envisage. 
“China has taken a 
real leadership role in 
the green bond 
market globally and 
Bond Connect will 
provide international 
investors with access 
to a new, deep pool 
of green bonds in 
China,” he explained. 

GREEN 
CONNECTIONS 
Globally, green bond 
issuance is set to top 
$100 billion this year, 

8.5 percentage point drop in the number 
of global investors who are unfamiliar 
with green bonds over the past few 
years, this has not yet materialised into 
active investment by Asian ones at least. 

Only 8.1% of Asian investors polled are 
invested in green bonds compared to 
23.4% in the rest of the world. However, 
this ratio has risen from 4.8% at the time 
of the first survey, while the number of 
Asian investors unfamiliar with green 
bonds has dropped from 26.7% to 16.2% 
over the same time period. 

There has been a similarly gradual 
improvement in active ESG investment 
by Asian investors. Even over the past six 
months, the ratio has risen from 22.8% to 
25.3%.

PHYSICAL CONNECTIONS 
Yet the data markedly skews back the 

other way when it comes to plans for 
increased investment in the 
infrastructure sector. Here, 73.8% of 
Asian investors are saying they will 
increase their investment compared to 
53.3% across the rest of the world. 

The combined ratio stands at 64.8% 
and has risen a remarkable 23.1 
percentage points since the first survey. 

Asian investors are well aware of the 
region’s infrastructure needs and 
governments’ ambitious plans to execute 
them. Indeed, the Asian Development 
Bank recently estimated the region 
spends $881 billion per year, but needs 
$26 trillion between 2016 and 2030. 

Okorochenko says it is an area the 
agency feels particularly strongly about 
and spun out a dedicated infrastructure 
team from its corporate practice about 18 
months ago. Chan also adds that the 

  ESG MAKING AN IMPACT  

How strongly are environmental, social and governance factors (ESG) 
impacting your future credit investment decisions?

ALREADY FACTORED IN LIKELY IN NEXT 24 MONTHS

but there is still a supply/ demand 
imbalance. Maheshwari argues this has 
served issuers well since green bonds 
tend to trade tighter in the secondary 
market thanks to excess demand.

Could Bond Connect 
become a conduit for this 
unsatisfied demand given 
the Chinese government’s 
green bond ambitions? 

The Asian Bond Investor 
Survey suggests it can, 
but it is likely to happen 
gradually unless the 
government suddenly 
launches the kind of 
incentives global bond 
investors cannot afford to 
ignore. 

For the data shows that 
while there has been an 

Elena Okorochenko, Managing Director, 
Head of Asia Pacific at S&P Global Ratings

INCREASING 
EMPHASIS ON 
ENVIRONMENTA 
SOCAL & 
GOVERNAN

34.7%

SURVEY 1 SURVEY 2 SURVEY 3 SURVEY 4

52.9%
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60.1%
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RATINGS &
RESEARCH

INFRASTRUCTURE 
- THE MOST  
ATTRACTIVE 
SECTOR

  INFRASTRUCTURE BUILDS MOMENTUM  

Do you expect to increase your fixed 
income exposure to the infrastructure 
sector in the next 12 months?

  ENTHUSIASM TO BE THE PART OF BELT & ROAD  

For those investors who 
answered ‘Yes’ to the 
previous question, we 
asked: Are you likely to 
participate in the ‘Belt 
and Road’ agenda?

43% 
YES

 6.1% 
NO

  THE ALLURE OF UNRATED   
  BONDS  

In the next 12 months how will 
your exposure to public unrated 
bonds in Asia-Pacific change?

INCREASED SIGNIFICANTLY 
OR SLIGHTY

42.3%
SURVEY 1

SURVEY 2

44.1%
SURVEY 3

47.5%
SURVEY 4

50%

  A RISING NEED FOR RATINGS  

How important is 
it for an issuer 
and/or a bond 
issue to have a 
public credit 
rating?

 VALUABLE RESEARCH  

How would you prioritise the following in terms of research that can 
be provided to help you make more informed investment decisions?

Note: multiple responding enabled. 0 20 40 60 80 100

INDIVIDUAL ISSUER RISK

INDUSTRY OR SECTOR RISKS

CURRENCY OUTLOOKS

MACRO-CREDIT RISKS (E.G. ECONOMIC)

FUTURES / FORECASTING ANALYSES

EXTERNAL RISKS (E.G. CLIMATE CHANGE)

ESG

SCENARIO ANALYSIS

98.3%

75.6%

72.7%

Anything else?

23.3%
LARGE 
INFRASTRUCTURE/
PROJECT 
FINANCING

21.6%
GOVERNMENT/
REGULATORY 
INSIGHTS

IMPORTANT, OR 
VERY IMPORTANT

fruits are starting to materialize in capital 
markets issuance, citing PT Paiton 
Energy’s $2 billion amortizing project 
bond as a good example of the kind of 
structures we are likely to see more of. 

“I think we’ll see a broader mix of 
infrastructure financings coming to 
market,” he said. “Some will be at the 
corporate level issued by a host of 
government-backed and private entities 
and some at the project level, accessing 
both the G3 the local currency bond 
markets.” 

One area of intense focus has been 
China’s ambitious Belt and Road 
initiative. 

It continues to generate acres of 
newsprint and numerous projects are 
already underway across land and sea. 
However, most of them have so far been 
financed by the country’s own policy 

banks, leaving institutional fund 
managers with limited investment 
opportunities. 

This will change, but it probably 
explains a slight dichotomy in the latest 
survey’s findings. 

Investors say they are extremely 
interested in the infrastructure sector, 
but a majority (50.9%) have yet to form a 
view about Belt and Road. This latter 
figure has also increased by 18.4 
percentage points since one year ago. 

The proportion of investors that intend 
to participate in Belt and Road has also 
shrunk from 50% in the third survey to 
43% in the fourth.

A CONNECTED WORLD 
One very marked change from the first to 
the fourth survey concerns investors’ 
perceptions of where the main global 

risks lie. For the first three surveys, 
European political risk topped the poll. 

That has now been supplanted by fears 
of an equity market correction, with a 
10.5 percentage point jump to 53.4% 
over the past six 
months. This is not 
surprising in the 
context of US indices, 
such as the S&P 500, 
trading close to one 
standard deviation 
above their 30-year 
mean. 

But while European 
political risk has fallen 
from 58.8% to 50% 
over the past six 
months, it still comes in 
joint second. Sharing 
joint second place is 

fear about a slowdown in China. This 
was also cited by 50% of respondents 
and also recorded the sharpest rise of 
all, from 26.6% six months ago. 

The survey also shows there is a 
marked divergence 
of opinion between 
Asian and rest of the 
world investors. The 
former polled 40.4% 
and the latter 62.3%. 
“Global growth has 
been pretty steady, 
but there is a feeling 
it’s got a bit frothy,” 
said Maheshwari, 
“Investors are also 
asking whether 
China is overinvested 
and are nervous 
about the property 

sector in certain provinces.” 
One very positive global development, 

for bond markets at least, has been the 
performance of US Treasury yields, 
which have failed to increase as 
economists predicted at the beginning 
of the year. As this article went to press, 
10-year Treasuries were trading around 
the 2.3% level, pretty much where they 
were at the beginning of 2017. 

Chan believes this augurs well. 
“It’s been one of the most constructive 

years in terms of uninterrupted market 
access,” he commented. “This leaves  
the Asian bond market well positioned 
for next year. Underlying yields remain 
low, as expectations for interest rate 
rises get pushed back,” he concluded. 
“That’s very supportive for credit 
markets as investors continue their 
search for yield.” FA

Ritesh Maheshwari, managing director,  
head of market and franchise development, 
Asia-Pacific at S&P Global Ratings
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“International 
investors have 

consistently said 
they aren’t sure 
how to bucket 

different classes 
of Chinese bonds”  

Ritesh Maheshwari,  
S&P Global Ratings
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INVESTMENT 
OUTLOOK  
FOR NEXT 12 
MONTHS

  CURRENCY EXPOSURE PREFERENCES  

From an investment perspective and looking ahead which currency markets will you increase  
or decrease exposure to in the next 12 months?

SURVEY 
DEMOGRAPHICS

  INTERVIEWEES: GLOBAL DISTRIBUTION  

  INTERVIEWEE DISTRIBUTION  

80.4%
CIO OF FIXED INCOME / HEAD 
OF FIXED INCOME / HEAD OF 
CREDIT / HEAD OF EMERGING 
MARKET DEBT

19.1%
SENIOR FIXED INCOME 
/ PORTFOLIO HEAD

0.5%
OTHERS

 TOTAL FIXED INCOME   
 ASSETS UNDER   
 MANAGEMENT  

$4.22B
AVERAGE FI AUM

$1.45-6.67B
RANGE OF FI AUM

$0.61B
1ST STANDARD DEVIATION

$742.7B
TOTAL FIXED INCOME AUM  
AMONG INVESTORS POLLED

Total interviewees: 176

  TOP MACRO-ECONOMIC  RISKS  

Note: multiple 
responding enabled. 
All investors reported 
intentions across all 
eight listed currencies.

Increase 
exposure

Decrease 
exposure

No change/
no view

50%
EUROPE: RISING POLITICAL  
RISK (BREXIT, ETC)

0 20 40 60 80 100

GBP

USD

YEN 

EUR 

AUD

CNH

88.1%

95.5%

78.4%

16.5%

50%
CHINA: GDP GROWTH  
BELOW EXPECTATIONS

53.4%
EQUITY MARKET: 
CONTINUES CORRECTING 
DESPITE VOLATILITY


