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The opportunities in Asia-
=-A Pacific private credit

Executive Director,
Co-Head of APAC

Piversified Credt A rising middle class and growth expected to

() outpace other developed economies means Asia-
‘@h Pacific could offer opportunities for private credit
fone e Loe investors wishing to expand exposure beyond
'épAch”Dﬁd traditional markets

Key takeaways

Asia-Pacific private credit is at an inflection point, with the market growing nearly
fourfold from a low base over the past 15 years.

Regional growth expected to outpace other developed economies and structural
financing gaps may create sustained demand, offering potential opportunities for
investors wishing to geographically diversify their exposure.

The region accounts for a disproportionate share of global GDP growth, but
remains significantly underrepresented in global portfolios.




PRIVATE CREDIT

Amid public market volatility, thematic shifts in capital
allocation favouring lower-volatility assets and an
increasing focus on diversification, the next chapter
of private credit is being written, not in New York or
London but across the Asia-Pacific (APAC) region.

The size of the private credit market in APAC has
increased nearly fourfold in the last 15 years, with
assets more recently standing at US$59 billion in
2024 and expected to exceed US$91 billion by 2027
- equivalent to annual growth of 16% over three
years'. The growth projections may be eye-catching,
but more important is the opportunity this growth
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represents. Compared to the mature markets in the
US and European Union, private credit penetration
in APAC remains woefully low. Additionally, we
believe that traditional bank lending, while still

the dominant way for companies to access loans,

is restrictive and inefficiently allocates capital.
Continued growth in APAC private credit as seen
in recent years could see it becoming an essential
capital source for fueling further economic growth
- marking an inflection point. It is arguably

an increasingly compelling asset class with a
promising outlook, one that can bring key structural
benefits to global portfolios.
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The APAC growth story

The International Monetary Fund projects APAC

will be the primary growth engine for the world
economy for decades to come, with the region last
year predicted to contribute approximately 60% of
global growth®. Additionally, the region’s growth is
comfortably expected to outpace developed markets
in coming years, with APAC expected to grow 4-4.5%
per annum to 2027, compared to only 1.5% for Europe
and 2% for North America over the same period?.
Three fundamental drivers cement the region’s likely
continued rise in global significance.

¢ Domestic private consumption growth:
India and the six most advanced economies
in the Association of Southeast Asian Nations
(ASEAN-6)* will be leaders for private
consumption growth over the next decade,
due to a burgeoning middle class and growing
disposable income. Domestic consumption
is projected to grow by approximately 6-9.5%
compound annual growth rate (CAGR) compared
to approximately 3.5% CAGR across the EU and
approximately 4.5% CAGR within the US for the
same period®.

Growth in APAC is difficult
to ignore. Itis expected to
propel demand for capital

and, as the region matures,
an evolving need for more
sophisticated, flexible,
solutions-driven capital.
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Labour productivity growth: Levels are already
double that of the US and EU, compounding the
APAC growth story. This is expected to improve
quality of life by raising GDP per capita for more
than 100 million people in developing countries
across APAC, further growing the capacity of local
markets to consume local goods.

Foreign direct investment (FDI) inflows:
ASEAN has grown from being approximately 8%
of global FDI flows in 2010 to approximately 15%
of global FDI flows in 20256. ASEAN is receiving
outsized attention on the global stage, with FDI
inflows into the region increasing by 8% in 2024,
at a time when global flows are declining by 11%.
According to joint UN and ASEAN research, much
of these flows are associated with new projects,
rather than being reinvested earnings flowing
across borders from foreign affiliates”. We believe
this points to a growing trend towards increased
economic returns, as well as socio-economic
benefits.

International Monetary Fund (2025), ‘Regional Economic Outlook Asia and Pacific: Navigating Trade Headwinds and Rebalancing Growth’, p1

2 Ibid, p1

4 Comprises Indonesia, Thailand, Singapore, Malaysia, Vietnam and the Philippines, the six most developed nations within the Association of Southeast Asian

Nations.
Hugo Texier (2024), ‘Unraveling Asia’s complex consumer landscape’
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https://www.rolandberger.com/en/Insights/Publications/Unraveling-Asia-s-complex-consumer-landscape.html
https://unctad.org/publication/asean-investment-report-2025

PRIVATE CREDIT

Why APAC private credit

Beyond the APAC growth story, a confluence of factors
support the argument that APAC private credit’s decade
is here. We believe these four factors — two demand-
side, two supply-side — will continue to shape the next
decade of the sector’s evolution.

1. Structural credit gaps in the bank lending
market

Traditional bank lending dominates the Asian and
broader APAC market, accounting for 79% of corporate
loans compared to approximately 33% in the US and
54% in the EU, a figure that rises even further in
favour of bank lending in other segments®. However,
the reliance on banks varies starkly from country to
country, reflecting how investors must consider each
jurisdiction on its own merits, considering its maturity.

At the same time, APAC banks have become
increasingly constrained by regulatory capital
requirements and conservative underwriting. The
market also remains highly bifurcated creating
significant inefficiencies for businesses that
increasingly seek to capitalise on greater regional
integration and rising cross-border trade.

The adoption of Basel III and Basel IV by APAC banks
has resulted in strategic shifts in business models.

The profitability of business lines that consume high
amounts of capital, such as unrated corporate and mid-
market lending or specialised lending - incorporating
shipping and aviation credit as well as infrastructure
HoldCo financing - are being re-evaluated, with

final hold appetite expected to shrink. Private credit
providers are ideally placed to bridge the gap and
capitalise on liquidity pullbacks in such products.

2. Growing infrastructure, digitisation and capital
investment needs strengthen demand for flexible
and tailored solutions

We believe that APAC’s burgeoning middle class and
domestic consumption growth sets the stage for strong
investment in the wider infrastructure, consumer,
communications, education and healthcare sectors, as
well as presenting potential opportunities for growth in
the next generation of technology.

The complexities of financing such incremental
infrastructure and digitisation needs in developing

8 Jiri Krol, Ester Chow, Ivan Au (2025), ‘Private Credit in Asia 2.0, p.26
¢ OECD (2025), ‘Asia Capital Markets Report 2025’, p.10
© |bid, p.83
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countries are suboptimal from a capital perspective for
traditional financiers. Consequently, critical projects
may be delayed for years.

Arguably, private lenders, valued for structuring
flexibility and bespoke solutions, are well-positioned
to provide capital solutions to complex projects that
traditional bank lenders may avoid, and may result
in a win-win outcome: the potential for a positive
economic return for investors and benefit to society.

3. Underdeveloped public markets and liquidity
pools

Public markets in APAC lag behind western
counterparts. In Asia specifically, only around 14% of
corporate financing is raised via the bond market,®
compared to 64% in the US™. The lack of significant
public market liquidity translates to a structurally
significant private financing market that transfers
market power to lenders with better pricing and terms.

Furthermore, from an investor perspective, tapping
into the APAC growth story is not straightforward, with
public markets remaining underdeveloped. In APAC,
approximately 38,000 companies are publicly listed
compared with around 157 million privately owned
companies. As a result, we believe investing in APAC
private credit is a compelling avenue to access the APAC
growth story, which presents a distinct opportunity and
lower-risk entry point into the region, benefitting from
the upside of emerging markets, but also exposure to
developed economies.

4. APAC is likely to benefit from the shift towards
the multipolar order and increased focus on
diversification from capital owners

Institutional investors across the globe are reassessing
their portfolio allocation in light of the increase in
volatility and policy uncertainties in major markets.
Sentiment already indicates the intention to de-risk and
direct a marginal allocation to asset classes which offer
greater diversification.

There are two key diversifiers in a global portfolio:
geographical diversification and public/private
diversification. APAC private credit arguably sits in a
sweet spot where it is expected to see outsized benefits
as the region is underweight in most global portfolios.
It accounts for approximately 40% of global GDP and


https://www.aima.org/compass/insights/private-credit/private-credit-in-asia.html
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approximately 52% of global GDP growth over the
past decade!, yet receives an average allocation of
approximately 4.5% from global fund portfolios'.

Institutional investors are also increasingly allocating
to private assets driven by the search for higher
yields, lower volatility and diversification, with
nearly half of respondents to the Private Markets
700 survey conducted by IFM Investors highlighting
the asset class’s diversification and inflation hedge
characteristics as attractive'®. Acknowledging the
potential benefits of committing to private markets
long term, 39% of respondents also highlighted the
illiquidity premium as one of the reasons private
markets were attractive.
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APAC private credit has historically provided investors
with stable returns and robust growth since the Global
Financial Crisis. Yet today it remains in the nascent
stages of development. Structurally underpenetrated,
combined with a pullback in banking liquidity and
strong demand for flexible, bespoke financing
solutions - juxtaposed against a backdrop of one of the
fastest-growing regions globally.

We believe APAC can provide room for growth without
overcrowding, dilution of terms or going further down
the risk curve to sustain returns.

The expected growth in the APAC private credit opportunity is being driven by
a structural mismatch between demand and supply of capital, good economic
fundamentals, and potentially robust risk-adjusted returns relative to alternatives
— all within an evolving and underpenetrated financial ecosystem that may offer
diversification benefits.

Partnering with managers who have regional experience, tested underwriting
methodologies, extensive local knowledge and diversified, full-spectrum credit
strategies is, in our opinion, the most efficient way to access this opportunity.

The key to sustainable, through-the-cycle private credit returns is the application
of disciplined lending standards across a broad opportunity set. We believe APAC
private credit can provide a means of generating high yield-based returns for

investors willing to look beyond the familiar.

™ International Monetary Fund data
2 Preqin data

¥ IFM Investors (2025), ‘Private Markets 700: An era of expanding possibilities’, p.8
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Important Disclosures

The following disclosure applies to this material and any information provided
regarding the information contained in this material. By accepting this
material, you agree to be bound by the following terms and conditions. The
material does not constitute an offer, invitation, solicitation, or
recommendationin relation to the subscription, purchase, or sale of securities
in any jurisdiction and neither this material nor anything in it will form the basis
of any contract or commitment. IFM Investors (defined as IFM Investors Pty
Ltd and its affiliates) will have no liability, contingent or otherwise, to any user
of this material or to third-parties, or any responsibility whatsoever, for the
correctness, quality, accuracy, timeliness, pricing, reliability, performance, or
completeness of the information in this material. In no event will IFM Investors
be liable for any special, indirect, incidental, or consequential damages which
may be incurred or experienced on account of areader using or relying on the
information in this material even if it has been advised of the possibility of
such damages.

Certain statements in this material may constitute “forward looking
statements” or “forecasts”. Words such as “expects,” “anticipates,” “plans,”
“believes,” “scheduled,” “estimates” and variations of these words and similar
expressions are intended to identify forward-looking statements, which
include but are not limited to projections of earnings, performance, and cash
flows. These statements involve subjective judgement and analysis and
reflectIFM Investors’ expectations and are subject to significantuncertainties,
risks, and contingencies outside the control of IFM Investors which may cause
actual results to vary materially from those expressed or implied by these
forward-looking statements. All forward-looking statements speak only as of
the date of this material or, in the case of any document incorporated by
reference, the date of that document. All subsequent written and oral
forward-looking statements attributable to IFM Investors or any person acting
on its behalf are qualified by the cautionary statements in this section.
Readers are cautioned not to rely on such forward-looking statements. The
achievementof any orall goals of any investment that may be described in this
material is not guaranteed.

Pastperformance does not guarantee future results. The value of investments
and the income derived from investments will fluctuate and can go down as
wellas up. Aloss of principal may occur.

This material may contain information provided by third parties for general
reference or interest. While such third-party sources are believed to be
reliable, IFM Investors does not assume any responsibility for the accuracy or
completeness of such information.
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This material does not constitute investment, legal, accounting, regulatory,
taxation or other advice and it does not consider your investment objectives
or legal, accounting, regulatory, taxation or financial situation or particular
needs. You are solely responsible for forming your own opinions and
conclusions on such matters and for making your own independent
assessment of the information in this material. Tax treatmentdepends onyour
individual circumstances and may be subject to change in the future.

This material is provided for educational purposes only and should not be
construed asinvestmentadvice or arecommendation to buy or sell securities.

Australia Disclosure

This material is provided to you on the basis that you warrant that you are a
“wholesale client” or a “sophisticated investor” or a “professional investor”
(each as defined in the Corporations Act 2001 (Cth)) to whom a product
disclosure statement is not required to be given under Chapter 6D or Part 7.9
of the Corporations Act 2001 (Cth). IFM Investors Pty Ltd, ABN 67 107 247 727,
AFS Licence No. 284404.

United Kingdom Disclosure

This material is provided to you on the basis that you warrant that you fall
within one or more of the exemptions in the Financial Services and Markets
Act 2000 (“FSMA”") [(Financial Promotion) Order 2005] [(Promotion of
Collective Investment Schemes)(Exemptions) Order 2001, or are a
Professional Client for the purposes of FCA rules] and as a consequence the
restrictions on communication of “financial promotions” under FSMA and FCA
rules do not apply to a communication made to you. IFM Investors (UK) Ltd
shall have no liability, contingent or otherwise, to any user of this material or to
third parties, or any responsibility whatsoever, for the correctness, quality,
accuracy, timeliness, pricing, reliability, performance, or completeness of the
information in this material.

Switzerland Disclosure

This Information is provided to you on the basis that you warrant you are (i) a
professional client or an institutional client pursuant to the Swiss Federal
Financial Services Act of 15 June 2018 (“FinSA”) and (i) a qualified investor
pursuant the Swiss Federal Act on Collective Investment Schemes of 23 June
2006 (“CISA”), for each of (i) and (ii) excluding high-net-worth individuals or
private investment structures established for such high-net worth individuals
(without professional treasury operations) that have opted out of customer
protection under the FinSA and that have elected to be treated as professional
clients and qualified investors under the FinSA and the CISA, respectively.

IFM-20March2026-5314318

www.ifminvestors.com | investorrelations@ifminvestors.com

=
=l
T
=<
o
©
[}



