
Important Notes
• The Sub-Fund will primarily (i.e. at least 70% of the Sub-Fund’s Net Asset Value) invest in a diversified range of assets and securities (including equities, equity related securities and debt securities) of

companies and issuers in Asia Pacific (ex-Japan) which are considered to be outperforming their peers with respect to sustainability performance based on environmental, social and governance
(“ESG”) factors (“ESG leaders”) as well as exchange traded funds (“ETF”) and collective investment schemes (“CIS”), which primarily invest in equity or debt securities and companies or issuers that
maintain better ESG profiles than their corresponding traditional counterparts (collectively “ESG-focused ETF/CIS”), and provide capital growth and income over medium to long term.

• These investments may be denominated in various currencies. The Sub-Fund will not aim to focus its investments on any single country or market capitalisation. However, investments in any country,
the Asia Pacific region or market capitalisation may be concentrated, depending on the Fund Manager’s Sub-Delegate’s assessment of the market conditions at different times

• The Sub-Fund may invest up to 40% of its Net Asset Value in debt securities rated below investment grade (i.e. rated BB+ or below by Standard & Poor’s or comparable ratings by Moody’s Investors
Services or Fitch Ratings) or in the case the credit rating is designated/assigned by a PRC (means the People’s Republic of China excluding Hong Kong, Macau and Taiwan for purpose of this material)
credit rating agency, A+ and below, or unrated. For the purpose of the Sub-Fund, “unrated debt securities” is defined as debt securities which neither the debt securities nor their issuers have a credit
rating. While these credit ratings provided by the relevant rating agencies serve as a point of reference, the Sub-Delegate of the Manager will conduct its own assessment on the credit quality based
on various factors, such as leverage level, operating margin, return on capital, interest coverage, operating cash flows, industry outlook, competitive position in the market and corporate governance.
The Sub-Fund may from time to time invest less than 30% of its Net Asset Value in RMB-denominated debt securities and equity securities issued in the PRC, including China A-shares via the
Shanghai-Hong Kong Stock Connect and Shenzhen-Hong Kong Stock Connect or indirectly through all eligible instruments, the Qualified Foreign Investor (“QFI”) regime, the China interbank bond
market direct access program and/or China Hong Kong Bond Connect, as well as urban investment bonds which are debt instruments issued by local government financing vehicles (“LGFVs”). These
LGFVs are separate legal entities established by local governments and/or their affiliates to raise financing for public welfare investment or infrastructure projects.

• Various countries in Asia Pacific in which the Sub-Fund may invest, including but not limited to the following countries: China, Indonesia, Malaysia, Philippines and Thailand, are considered as emerging
markets. As emerging markets tend to be more volatile than developed markets, any holdings in emerging markets are exposed to higher levels of market risk. Holdings in emerging markets are also
exposed to special considerations not typically associated with investment in more developed markets, such as liquidity risks, currency risks/control, political and economic uncertainties, legal and
taxation risks, settlement risks, custody risk and the likelihood of a high degree of volatility. The securities markets of some of the emerging countries in which the Sub-Fund’s assets may be invested
are not yet fully developed which may, in some circumstances, lead to a potential lack of liquidity. Accounting, auditing and financial reporting standards in some of the emerging markets in which the
Sub-Fund’s assets may be invested may be less vigorous than international standards. As a result, certain material disclosures may not be made by some companies. As a result, the Sub-
Fund/investors may be adversely impacted.

• The use of ESG criteria may affect the Sub-Fund’s investment performance and, as such, the Sub-Fund may perform differently compared to similar funds that do not use such criteria. For instance,
ESG criteria used in the Sub-Fund’s investment policy may result in the Sub-Fund forgoing opportunities to buy certain securities when it might otherwise be advantageous to do so, and/or selling
securities due to such securities no longer meeting the Sub-Fund’s ESG criteria when it might be disadvantageous to do so. As such, the application of ESG criteria may restrict the ability of the Sub-
Fund to acquire or dispose of its investments at a price and time that it wishes to do so, and may therefore result in a loss to the Sub-Fund.

• The use of ESG criteria may also result in the Sub-Fund being concentrated in companies with a focus on ESG criteria and its value may be more volatile than that of a fund having a more diverse
portfolio of investments. The selection of securities may involve the subjective judgement of the Fund Manager’s Sub-Delegates. There is also a lack of standardized taxonomy of ESG criteria
evaluation methodology and the way in which different funds apply such ESG criteria may vary. The Fund Manager and the Fund Manager’s Sub-Delegates’ ESG assessment takes into account ESG
data and research from external data providers, which may be incomplete, inaccurate or unavailable. As a result, there is a risk associated with the assessment of a security or issuer based on such
information or data.

• The Sub-Fund may also invest up to 10% of its net asset value in debt instruments with loss absorption features, which may include instruments classified as Additional Tier 1/Tier 2 capital
instruments, contingent convertible bonds (“CoCos”), non-preferred senior bonds which may also be known as Tier 3 bonds and other instruments eligible to count as loss-absorbing capacity under
the resolution regime for financial institution, in compliance with its investment policy and limits. These instruments may be subject to contingent write-down or contingent conversion to equity on
the occurrence of trigger event(s).

• The Sub-Fund’s net derivative exposure may be up to 50% of the Sub-Fund’s net asset value.

• Investment involves risk. There is no assurance on investment returns and you may not get back the amount originally invested.

• The investment decision is yours but you should not invest in this Fund unless the intermediary who sells it to you has advised you that it is suitable for you and explained how it is consistent with your
investment objectives.

• You should not rely solely on this marketing material when making your investment decision. You should read the Explanatory Memorandum and Product Key Facts of Principal Prosperity Series for
further details (including investment policy, risk factors, fees and charges, and fund information).

• The dividend distributed by the Sub-Fund in respect of Income Class Units may be paid effectively out of the capital of the Sub-Fund (i.e. making the distribution from gross income while charging all
or part of the relevant Sub-Fund’s fees and expenses to capital), resulting in an increase in distributable income for the payment of dividend by the Sub-Fund and may result in an immediate reduction
of the net asset value per unit of the relevant class. Dividend for Income Plus Class Units may be paid out capital. Such payment of dividend out of capital or effectively out of capital amounts to a
return or withdrawal of part of an investor’s original investment in the Income Class Units or the Income Plus Class Units or from any capital gains attributable to that original investment. Dividend is
not guaranteed.

~ Target Yield is only available for income plus share class and refers to Q4 Target Yield, which is for reference only and subject to review every quarter and not guaranteed. Positive distribution yield does not
imply positive return. Dividend is not guaranteed.

Principal Prosperity Series

Principal Sustainable Asian Allocation Fund
Generate Potential Returns Through Investing For A Sustainable Future 

Q4 2022

Target Yield~

USD/ HKD: 5.5%
RMB: 7.5%



What is ESG?

Climate Risk in Asia – Time to Act1

ESG At Principal

• ESG issues are becoming more important to Principal’s business and to our world. We believe having a strong 
commitment to ESG is not only the right thing to do, it can create tremendous business value for Principal.

Why Asian Sustainability?

• Asia is, in many ways, on the front line of a changing climate. With many low-lying coastal cities exposed to flood and 
typhoon risk, Asia is expected to experience more severe socioeconomic impacts of climate change than global averages 
in the absence of adaptation and mitigation.

• Asian regions including Bangladesh, China, India, Indonesia, Japan, South Korea, and Vietnam will likely be impacted by 
physical climate risks, including dangerously high heat and humidity levels, sea level rise and flooding.

• Unless emissions are rapidly reduced and adaptations put in place, climate events may cause massive economic damage 
upon domestic and global infrastructure, supply chains, and labor capacity, with large impacts on Asian GDPs.

• ESG stands for Environmental, Social, and Governance. It is also called “sustainability” in many situations. Each pillar 
comprises a number of criteria that may be considered.

Temperature Rise Scenario Impact On GDP, By Mid-century
Simulating for economic loss impacts from rising temperatures in % of GDP, relative to a world without climate change
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Asia ESG Trends are Here to Stay2

China and India Lead in Promoting Renewable Energy4

Fast-Growing ESG Debt Market3

• The nascent sustainable debt market in Asia Pacific ex Japan continues its blistering growth with around $250 billion of 
ESG issuance in 2021, more than a five-fold increase from its 2016 level.

• This is largely a result of issuers embracing corporate sustainability and governments acknowledging the importance of 
climate risk to economic sustainability. Across Asia, regulators are implementing initiatives to drive access and ESG 
disclosure, contributing to this growth.

Asia Pacific ex Japan ESG Debt Issuance

China Carbon neutral(ity) 2060 In policy document

India Net zero 2070 Declaration / pledge

Indonesia Net zero 2060 Proposed / in discussion

Thailand Net zero 2050 Declaration / pledge

Malaysia Carbon neutral(ity) 2050 Declaration / pledge

Vietnam Net zero 2050 Declaration / pledge

Philippines Reduction v. BAU 2030 In policy document

Singapore Net zero 2050 In policy document
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Why Asian Equities & Bonds?
Performance During Fed Rate Hikes5

Robust Economic Growth Potential6

• Although the COVID-19 pandemic has caused hardship, Asia as a region exhibited resilience in the face of this 
extraordinary shock. GDP growth has proved relatively stable through the pandemic and is expected to rebound faster 
in postpandemic times.

Real GDP Growth

Cumulative Return Subsequent to Fed Rate Hike since June 30, 2004 3-Month 1-Year 2-Year

MSCI AC Asia Pacific ex Japan Index 6.4% 27.3% 52.29%

S&P 500 Index -2.3% 4.4% 11.34%

MSCI ACWI Index -1.0% 9.2% 26.56%

Cumulative Return Subsequent to Fed Rate Hike since Dec 16, 2015 3-Month 1-Year 2-Year

MSCI AC Asia Pacific ex Japan Index -0.3% 6.2% 37.6%

S&P 500 Index -2.2% 8.9% 29.1%

MSCI ACWI Index -2.6% 5.5% 26.6%

Cumulative Return Subsequent to Fed Rate Hike since June 30, 2004 3-Month 1-Year 2-Year

ICE BofA Asian Dollar Index 4.9% 10.8% 12.5%

Bloomberg Global-Aggregate Total Return Index 3.4% 7.5% 7.8%

Bloomberg US Treasury Total Return Index 3.3% 7.1% 5.3%

Cumulative Return Subsequent to Fed Rate Hike since Dec 16, 2015 3-Month 1-Year 2-Year

ICE BofA Asian Dollar 2.4% 5.9% 11.9%

Bloomberg Global-Aggregate Total Return Index 3.9% 2.4% 9.1%

Bloomberg US Treasury Total Return Index 2.0% 0.5% 3.6%
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Attractive Relative Valuation7

• A growing number of Asian listed companies with diverse sectors offer a potential for a rich ground of potential alpha 
opportunities while their stock valuations are cheaper compared to other markets.

• With solid fundamentals, Asian bonds looked attractive over US bonds in relative value terms.

PE Ratio Relative Spread
Asia-US High Yield
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Competitive Yields Relative To Developed Markets
• While interest rates in developed markets are on the rise, Asia still possesses potential yield advantages. Benefiting from 

higher yields and relatively short duration, both Asian investment grade and high yield bonds have yield/duration ratios 
higher than their global counterparts. This may cushion the impacts of rising interest rates. 

Why Principal Sustainable Asian Allocation Fund?
Best-In-Class Strategy

Relatively Better ESG Rating than 
Traditional Index14

• All securities investable are screened with the aim of identifying ESG leaders10. 

Yield to Worst8 Yield to Worst / Duration9
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Transition Champions12 (≤30% NAV)

• Identify companies with scope for 
improvement through engagement

• Focus on change potential

ESG Leaders10 (≥70% NAV)

• Third-party scoring systems with proprietary model to better highlight both 
risks and opportunities

• Select companies with solid ESG characteristics

MSCI ESG Ratings

AAA AA A BBB

Proprietary ESG Methodology
BBB rating and above Quartile 1 or 2 ESG scores11 within respective sectors 

Quartile 1Quartile 2Quartile 3Quartile 4

• Demonstrate improving sustainability attributes

Companies/issuers: 

• Align with at least one investment theme associated 
with the UN SDGs

ETF/CIS13 that demonstrates a minimum MSCI ESG 
Rating of BBB equivalent attributes upon internal 
assessmentHighLow

Environmental Risk The Fund
Reference

Index Active

Carbon Risk (T 
CO2E/$M SALES) 256 367 -30.2%

High Impact Fossil Fuel
Reserves (%) 8.3% 11.7% -3.4%

Total Water 
Withdrawal Intensity
(m3/$M SALES)

735 34097 -97.8%
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ESG Score in Q4

Dynamic Asset Allocation15

42%

45%
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5% Equity

Fixed Income
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Fund Facts

Distribution Records16

Principal Sustainable Asian Allocation Fund (Retail Income Plus USD Class)

Investment Objective

The Sub-Fund will primarily (i.e. at least 70% of the Sub-Fund’s net asset value) invest in a diversified range of assets 
and securities (including equities, equity related securities and debt securities) of companies and issuers in Asia Pacific 
(ex-Japan) which are considered to be outperforming their peers with respect to sustainability performance based on 
environmental, social and governance (“ESG”) factors (“ESG leaders”) as well as exchange traded funds (“ETF”) and 
collective investment schemes (“CIS”), which primarily invest in equity or debt securities and companies or issuers that 
maintain better ESG profiles than their corresponding traditional counterparts (collectively “ESG-focused ETF/CIS”), 
and provide capital growth and income over medium to long term.

Reference Index 50% MSCI AC Asia Pacific ex Japan Index + 50% ICE BofA Asian Dollar Index

Base Currency USD

Fund Size17 USD$25.12m

Share Class Retail Accumulation Class 
Units Retail Income Class Units Retail Income Plus Class Units Institutional Accumulation 

Class Units 

Currency USD/ HKD/ RMB HKD USD/ HKD/ RMB USD

Management Fee 1.25% p.a. 1.25% p.a. 1.25% p.a. 0.65%  p.a.

Minimum Investment US$1,000/ HK$5,000/ 
RMB 5,000 HK$5,000 US$1,000/ HK$5,000/ 

RMB 5,000 US$1,000,000

Distribution Policy17 / Monthly Monthly /

Target Yield~ / / USD/ HKD: 5.5%
RMB: 7.5% /

Record Date Feb-22 Mar-22 Apr-22 May-22 Jun-22

Annualized Distribution Rate 3.86% 3.94% 5.04% 4.99% 5.02%
Record Date Jul-22 Aug-22 Sep-22 Oct-22 Nov-22 Dec-22

Annualized Distribution Rate 5.02% 5.08% 5.40% 5.48% 5.40% 5.40%



1. Source: McKinsey, Swiss Re Institute, as of April 2021.

2. Source: Net Zero Tracker, as of 31 December 2022.

3. Source: Bloomberg, as of 31 December 2021.

4. Source: EY, Renewable Energy Country Attractiveness Index (RECAI), as of November 2022. 

5. Source: Bloomberg, as of 31 December 2022.

6. Source: World Economic Outlook January 2022, International Financial Statistics (IMF). Asia is represented by Emerging and 
Developing Asia . *2022 to 2024 data are estimated by IMF.

7. Source: Bloomberg, as of 31 December 2022. Spreads are based on ICE BofA indices and represents the difference between
effective yield in bps. ICE BofA Asian Dollar High Yield Index and ICE BofA US High Yield Index represent Asia High Yield and
US High Yield, respectively.

8. Source: Bloomberg , as of 31 December 2022. ICE BofA Asian Dollar Index, Bloomberg US Aggregate Total Return Value
Unhedged USD and Bloomberg Global Aggregate Total Return Index Value Unhedged USD represent Asian Bonds, US
Aggregate Bonds and Global Aggregate Bonds, respectively.

9. Source: Bloomberg , as of 31 December 2022. ICE BofA Asian Dollar High Yield index, ICE BofA Asian Dollar Investment
Grade Corporate Index, ICE BofA US High Yield Index, ICE BofA US Corporate Index, Bloomberg Global Agg Corporate Total
Return and Bloomberg Global High Yield Total Return Index represent Asian High Yield, Asian Investment Grade, US High
Yield, US Investment Grade, Global Investment Grade and Global High Yield, respectively. Yield to worst is a measure of the
lowest possible yield that can be received on a bond that fully operates within the terms of its contract without defaulting.

10. Source: Principal Asset Management Company (Asia) Limited. ESG leaders are defined as companies and issuers in Asia
Pacific (ex-Japan) which are considered to be outperforming their peers with respect to sustainability performance based on
environmental, social and governance (“ESG”) factors.

11. Source: Principal Asset Management Company (Asia) Limited. ESG rating is defined by investment procedure of respective
managers.

12. Source: Principal Asset Management Company (Asia) Limited. Transition Champions are companies/ issuers that are not
considered to be ESG leaders. For example, companies/issuers that are not ranked in Quartile 1 or 2 or a minimum of MSCI
ESG Rating of BBB but, we believe are demonstrating improving sustainability attributes, or whose business principles or
activities align with one or more sustainable investment themes associated with the UN Sustainable Development Goals, or
green/sustainable financing instruments such as green bonds or sustainability linked bonds, or securities issued by
companies in the green sector such as renewable companies.

13. Source: Principal Asset Management Company (Asia) Limited. ESG-focused ETF/CIS is defined as exchange traded funds
(“ETF”) and collective investment schemes (“CIS”),which primarily invest in equity or debt securities and companies or
issuers that maintain better ESG profiles than their corresponding traditional counterparts.

14. Source: MSCI, FactSet, Principal Global Asset Allocation, as of 4 January 2022. ESG rating numbers and scores are from
MSCI. Traditional/ Reference Index refers to 50% MSCI AC Asia Pacific ex Japan Index + 50% ICE BofA Asian Dollar Index.

15. Source: Principal Global Asset Allocation, as of 31 December 2022.

16. Calculation: Annualized distribution rate = [(1+distribution per unit/ Ex-Distribution Price)^distribution frequency]–1, the
annualized distribution rate is calculated based on the latest distribution with distribution reinvested and may be higher or
lower than the actual annual distribution yield. Positive distribution rate does not imply positive return. Distribution rate is
not guaranteed. Distributions may be paid from capital. Dividend is not guaranteed.

17. Source: Principal Asset Management Company (Asia) Limited, as of 31 December 2022. Distributions of the Income Class
Units and Income Plus Class Units will be declared and paid monthly within 30 days of the end of each calendar month.
Dividend, if declared, will be automatically re-invested unless cash distribution is applied for. For funds offering classes with
a distribution feature, dividend rate is not guaranteed. Distributions may be paid from capital.

~ Target Yield is only available for income plus share class and refers to Q4 Target Yield, which is for reference only and subject
to review every quarter and not guaranteed. Positive distribution yield does not imply positive return. Dividend is not guaranteed.

Disclosures:
Source of data: All fund data is as of 31 December 2022 and all figures shown in this document are in U.S. dollars unless
stated otherwise.

Overall Morningstar Rating™ as of 31 December 2022. Morningstar, Inc. All Rights Reserved. The information contained
herein: (1) is proprietary to Morningstar; (2) may not be copied or distributed; and (3) is not warranted to be accurate,
complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from
any use of this information.



Environmental, social and governance responsible investing (ESG) is qualitative and subjective by nature, and there is no
guarantee that the criteria utilized, or judgment exercised, will reflect the beliefs or values of any one particular investor.
Information regarding responsible practices is obtained through voluntary or third-party reporting, which may or may not be
accurate or complete, and such information is used to evaluate a company’s commitment to, or implementation of, responsible
practices. Socially responsible norms differ by region. ESG, while a component of our investment analysis, is only one part of the
overall assessment in our decision-making activities. ESG criteria may present additional advantages or risks and does not
protect against market risks or volatility. You should not make any investment assumptions based solely on the information
contained herein. There is no assurance that the socially responsible investing strategy and techniques employed will be
successful.

Investment involves risks. Past performance of any particular fund or product mentioned in this document is not indicative of
future performance of the relevant fund or product, and the value of each fund or product mentioned in this document may go
down as well as up. You should not invest solely in reliance on this document. There is no assurance on investment returns and
you may not get back the amount originally invested.

You should consider your own risk tolerance level and financial circumstances before making any investment choices. If you are in
doubt as to whether a certain fund or product mentioned in this document is suitable for you (including whether it is consistent
with your investment objectives), you should seek legal, financial, tax, accounting and other professional advice to ensure that
any decision made is suitable with regards to that your circumstances and financial position, and choose the fund(s) / product(s)
suitable for you accordingly.

The information contained in this document has been derived from sources believed to be accurate and reliable as of the date of
publishing of this document, and may no longer be true, accurate or complete when viewed by you. The content is for
informational purpose only and does not constitute an offer, a solicitation of an offer or invitation, advertisement, inducement,
representation of any kind or form whatsoever or any advice or recommendation to enter into any transactions in respect of the
funds / products referred to in this document. This document is not intended to be relied upon as a forecast, research, or
investment advice regarding a particular investment or the markets in general, nor is it intended to predict or guarantee the
performance of any investment. The information does not take account of any investor’s investment objectives, particular needs
or financial situation. You should not consider the information as a comprehensive statement to be relied upon. All expressions of
opinion and predictions in this document are subject to change without notice.

Subject to any contrary provisions of applicable law, neither the Company, nor any of its affiliates, nor any of the employees or
directors of the Company and its affiliates, warrants or guarantees the accuracy of the information contained in this document,
nor accepts any responsibility arising out of or in connection with any errors or omissions of the contents set out in this document.

This document is the property of Principal Investment & Retirement Services Limited that no part of this document may be
modified, reproduced, transmitted, stored or distributed to any other person or incorporation in any format for any purposes
without Principal Investment & Retirement Services’ prior written consent.

Part of the content in this document is provided by Principal Global Investors. Principal Global Investors leads global asset
management at Principal® and includes the asset management operations of the following members of Principal®: Principal
Global Investors, LLC; Principal Real Estate Investors, LLC; Principal Real Estate Europe Limited and its affiliates; Spectrum Asset
Management, Inc.; Post Advisory Group, LLC; Origin Asset Management, LLP; Claritas Investimentos; Principal Global Investors
(Europe) Limited; Principal Global Investors (Singapore) Ltd.; Principal Global Investors (Australia) Ltd.; Principal Global Investors
(Japan) Ltd.; Principal Global Investors (Hong Kong) Ltd., and include assets where we provide model portfolios. Marketing assets
under management include certain assets that are managed by Principal International and Retirement and Income Solutions (RIS)
divisions of Principal.

Principal, Principal and symbol design and Principal Financial Group are registered trademarks and service marks of Principal
Financial Services, Inc, a member of the Principal Financial Group.

This document has not been reviewed by the Securities and Futures Commission.

This document is issued by Principal Investment & Retirement Services Limited.
www.principal.com.hk
2/2023

Fax
(852) 2801 5690

Mutual Funds ProductsHotline  
(852) 2117 8383

Email
Investors-Asia@principal.com

M
F-

SA
AF

-E
-N

-2
02

21
1-

1


	Slide Number 1
	Slide Number 2
	Slide Number 3
	Slide Number 4
	Slide Number 5
	Slide Number 6
	Slide Number 7
	Slide Number 8

