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Asia Private Credit: Rising potential in
growth economies in Asia

Asia Private Credit can give global investors access
to high-growth markets with strong returns and
limited competition. Excluding China, economies like
India, Southeast Asia, Australia, and Singapore
benefit from rising consumption and infrastructure
expansion. With USD 120 billion in AUM by 2024,
the market now supports mid-market companies
and key sectors like healthcare, education, and
energy transition, making Asia Private Credit

central to Asia’s economic momentum.

Market Evolution

The Asia Pacific region hosts three of the world’s largest
economies and key hubs in manufacturing, tech, and
finance. While China’s influence is waning due to
regulatory and geopolitical challenges, other APAC
markets are thriving - driven by increasing consumption
and urbanization, favorable demographics, and strong
infrastructure growth. With strong fundamentals in an
underpenetrated market, APAC presents attractive
opportunities for private capital and global investor
diversification.
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Demand Side: Strong Economic Growth

underpinned by long-term drivers

APAC is the fastest-growing economic region, driven by a
rising middle market and increasing demand for capital.
Urbanization and higher incomes are fueling
consumption, expanding the pool of creditworthy
borrowers and creating a broader market for private
credit.
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ASIA PRIVATE CREDIT

RISING POTENTIAL IN GROWTH ECONOMIES IN ASIA

Growth Drivers: Urbanization is rapidly reshaping
Asian economies like India, Indonesia, and Vietnam,
driven by job growth, rising incomes, and expanding
infrastructure. By 2030, over 55% of Asia’s population
will live in cities?, fueling demand for housing,
transport, and services, while higher education and
female workforce participation boost productivity
and innovation.

Asia’s attractiveness for Foreign Investment: Asia’s
rise as a manufacturing and tech hub is attracting
strong foreign investment. With rising incomes and
robust trade, private consumption is set to hit USD
26.4 trillion by 2027, outpacing the U.S. and Euro
Area. Improved infrastructure, digital connectivity,
and trade liberalization further enhance Asia’s ability
to attract long-term capital investments, positioning it
as a leading global economic center.

Supply Side: Under-Penetrated and Inefficient Market
with stronger bargaining power of non-bank lenders

Credit supply in Asia-Pacific is heavily bank-driven, with
banks controlling 75% of the market, far more than in
the U.S. or Europe. Public capital markets remain
underdeveloped, contributing just 14% of global bond
issuances despite APAC’s large share of global GDP3.
This reliance on conservative lending leaves mid-market
firms and SMEs underfunded, especially as Asia lacks
deep high-yield and CLO markets. The gap between
limited credit supply and rising demand for flexible
capital amid strong economic growth makes APAC
increasingly attractive for private credit solutions.

* Retrenchment of Bank Lending: Since the pandemic,
Asian banks have reduced lending to small and mid-
sized businesses, constrained by state ownership,
policy-driven  priorities, and  stricter capital
regulations. Lending remains rigid with slow response
times and inflexible terms, limiting access to tailored
financing.
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Evolution of Private Credit: Asia’s private credit
market has evolved from special situations to
predominantly performing credit, with direct
lending now forming the largest mix. The product
range has expanded to include local-currency
loans, bank club deals, and capital structure
solutions. Borrowers now span mid-market
corporates, sponsor-led buyouts, and projects in
infrastructure, energy transition, and real estate,
mirroring the broader evolution seen in U.S. and
European markets.

Growing Role and Leverage of Non-bank Lenders
in_Asia: As banks scale back and capital
alternatives remain limited, private credit funds in
Asia are stepping in with bespoke loans that
complement, not compete with, traditional
banking. By partnering with banks, they enable
deals like M&A leverage and growth capex that
wouldn’t otherwise happen.

@ Growth outlook:

APAC is expected to increase its share of
global GDP to c. 42% by 2040* with an
average growth rate of 4.2% between

2025 and 2029,

Asia’s complex legal landscape and high entry barriers
give private lenders stronger negotiating power,
especially with limited competition. Mid-sized firms
increasingly favor private credit to avoid equity dilution,
benefiting from tailored financing terms.
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Investment Opportunity

Asia Private Credit is relatively a smaller market but
with robust growth

Private credit in APAC remains small compared to the
U.S. and Europe, despite contributing over a third of
global GDP. It accounts for just 11-12% of global private
credit allocations and 6-7% of AUM®, with private equity
outweighing private credit by over 30x in the region. Still,
the asset class is growing rapidly as mature companies
seek non-dilutive, flexible financing amid bank
retrenchment. Long-term investors are drawn by
attractive yields, and global managers are launching
Asia-focused funds. Direct lending has overtaken special
situations as the dominant strategy, targeting mid-
market firms facing a USD 4.1 trillion annual funding gap
due to rigid bank practices.”

APAC leads the global energy transition,
set to drive two-thirds of power demand
by 2040, requiring USD 2.4 trillion in
investments by 2030, including USD 130

billion annually in renewables.?

Asia offers Structural Diversification to Global Asset
Managers

Asia private credit provides valuable diversification for
global investors, complementing U.S. and European
allocations. It can enhance risk-adjusted returns through
exposure to varied economies with distinct growth
drivers like exports, consumption, and tourism. The
region spans developed and emerging markets, each
with unique credit conditions. Unlike Western markets,
Asia favors fixed-rate loans and has less reliance on
sponsor-driven deals. Post-pandemic, APAC has
followed a different growth path, with inflation and rate
hikes affecting it less than the U.S. and Europe, further
boosting its diversification appeal.

Corporate Infrastructure Financing

Asia’s infrastructure sector is driven by urbanization,
climate transition, digital connectivity, and trade
integration, creating strong demand for capital and
long-term opportunities for private credit. This asset class
offers lower risk and predictable cash flows but involves
complex underwriting across structures and regulations.
Private credit can support platform- and asset-level
senior financing for M&As, expansion, liquidity, and
strategic shifts.

» Secular Demand Drivers and Structural Financing
Gaps: Asia-Pacific’s infrastructure needs, driven by
urbanization, economic growth, climate adaptation,
digitalization, and connectivity, are projected to
require around USD 42 trillion by 2040. Key sectors
include transport, energy (including renewables and
green hydrogen), telecom, and digital infrastructure.
Historically, 90% of funding has come from the public
sector?, but even a 10% private share implies a USD
417 billion private credit opportunity. Private credit
can support platform scaling, consolidation, and
equity release. India and Southeast Asia alone will
need over USD 7 trillion, with energy transition and
infrastructure build-out fueling diverse themes like
green ammonia.
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Investment Characteristics

Asias organic business growth drives higher cashflows
and valuations, contrasting with slower, efficiency-driven
growth in Western markets. This dynamic allows private
credit investors to benefit from equity upside-sharing
structures like warrants and convertibles. Due to the
imbalance between capital supply and demand, non-
bank lenders enjoy stronger negotiating power and
access to deals with conservative loan-to-value ratios,
often below 50%. Asia’s private credit transactions are
typically bilateral, enabling stricter underwriting and
documentation standards. These deals often include
robust protections such as all-asset fixed charges and
personal guarantees, with less reliance on private equity
sponsors. The closer lender-borrower relationship fosters
cooperative restructuring in distressed scenarios,
enhancing downside protection. Despite higher risks,
including currency volatility and weaker enforcement
frameworks, Asia offers attractive risk-adjusted returns.
Private credit managers in the region have historically
achieved IRRs of 13-14% on direct lending and capital
structure solutions, with issuer net leverage often below
5.0x and EBITDA exceeding USD 50 million in half of
transactions. Compared to public markets and Western
private credit, Asia delivers a yield premium of 300-400
bps and a 50-75 bps spread pick-up per unit of leverage.

Conclusion

Asia generates over a third of global GDP and leads in
economic growth, yet attracts a fraction of global private
debt capital. Amid global market volatility, it offers vital
diversification for global investors. Private credit in Asia
focuses on defensive, consumption-driven sectors like
healthcare, education, and infrastructure. The asset class
benefits from relatively lower leverage, stronger
covenants, and be-spoke structuring. Backed by local
expertise and limited competition, Asia private credit is a
strategic allocation for long term portfolio resilience and
growth. AllianzGl has deployed capital across Asia since
2018, delivering strong risk-adjusted returns through
strong origination and structuring expertise enabled by
local presence.
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Facts and Figures

Market Introduction

Asia has heavy reliance on bank lending (75%
vs. 32% in the U.S. and 55% in Europe)
Underdeveloped capital markets (just ~14% of
USD bond issuances)

A funding gap as banks focus on large
corporates and policy-driven sectors

Private credit in Asia reached AUM of USD 120
bn in 2024, with 11-12% of global allocations

Investment Opportunity

Urbanization & consumption: Over 55% of Asia’s

population will live in cities by 2030, boosting
demand for housing, goods, and services
Infrastructure & digital growth: Over USD 42
trillion in infrastructure investment needed by
2040, implying a c. USD 417 bn private credit
opportunity

Private credit expansion: Banks retreating from
mid-market lending fuels demand for

alternative financing

Strong Deal Structuring

Stronger covenants and security packages than
in Western markets

Lower leverage and higher loan-to-value ratios
Frequent use of personal and corporate

guarantees, especially in emerging markets

Possibility for Risk-Adjusted Returns

Defensive sector exposure (e.g., consumption,
infrastructure, energy transition)

Better pricing and lender bargaining power
Structural  diversification  across  varied
economies and business cycles

Attractive unlevered risk premia and low loss

rates
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Investing involves risk. The The value of an investment and the income from it will fluctuate and investors may not get back the principal
invested. Past performance is not indicative of future performance. This is a marketing communication. It is for informational purposes only. This
document does not constitute investment advice or a recommendation to buy, sell or hold any security and shall not be deemed an offer to sell
or a solicitation of an offer to buy any security.

The views and opinions expressed herein, which are subject to change without notice, are those of the issuer or its affiliated companies at the
time of publication. Certain data used are derived from various sources believed to be reliable, but the accuracy or completeness of the data is
not guaranteed and no liability is assumed for any direct or consequential losses arising from their use. The duplication, publication, extraction
or transmission of the contents, irrespective of the form, is not permitted.

This material has not been reviewed by any regulatory authorities. In mainland Ching, it is for Qualified Domestic Institutional Investors scheme
pursuant to applicable rules and regulations and is for information purpose only. This document does not constitute a public offer by virtue of
Act Number 26.831 of the Argentine Republic and General Resolution No. 622/2013 of the NSC. This communication’s sole purpose is to inform
and does not under any circumstance constitute promotion or publicity of Allianz Global Investors products and/or services in Colombia or to
Colombian residents pursuant to part 4 of Decree 2555 of 2010. This communication does not in any way aim to directly or indirectly initiate the
purchase of a product or the provision of a service offered by Allianz Global Investors. Via reception of this document, each resident in
Colombia acknowledges and accepts to have contacted Allianz Global Investors via their own initiative and that the communication under no
circumstances arises from any promotional or marketing activities carried out by Allianz Global Investors. Colombian residents accept that
accessing any type of social network page of Allianz Global Investors is done under their own responsibility and initiative and are aware that
they may access specific information on the products and services of Allianz Global Investors. This communication is strictly private and
confidential and may not be reproduced, except for the case of explicit permission by Allianz Global Investors. This communication does not
constitute a public offer of securities in Colombia pursuant to the public offer regulation set forth in Decree 2555 of 2010. This communication
and the information provided herein should not be considered a solicitation or an offer by Allianz Global Investors or its affiliates to provide any
financial products in Brazil, Panama, Peru, and Uruguay. In Australia, this material is presented by Allianz Global Investors Asia Pacific Limited
(“AllianzGl AP”) and is intended for the use of investment consultants and other institutional /professional investors only, and is not directed to
the public or individual retail investors. AllianzGl AP is not licensed to provide financial services to retail clients in Australia. AllianzGI AP is
exempt from the requirement to hold an Australian Foreign Financial Service License under the Corporations Act 2001 (Cth) pursuant to ASIC
Class Order (CO 03/1103) with respect to the provision of financial services to wholesale clients only. AllianzGI AP is licensed and regulated by
Hong Kong Securities and Futures Commission under Hong Kong laws, which differ from Australian laws.

This document is being distributed by the following Allianz Global Investors companies: Allianz Global Investors GmbH, an investment company
in Germany, authorized by the German Bundesanstalt fir Finanzdienstleistungsaufsicht (BaFin); Allianz Global Investors (Schweiz) AG; Allianz
Global Investors UK Limited, authorized and regulated by the Financial Conduct Authority; in HK, by Allianz Global Investors Asia Pacific Ltd.,
licensed by the Hong Kong Securities and Futures Commission; in Singapore, by Allianz Global Investors Singapore Ltd., regulated by the
Monetary Authority of Singapore [Company Registration No. 199907169Z]; in Japan, by Allianz Global Investors Japan Co., Ltd., registered in
Japan as a Financial Instruments Business Operator [Registered No. The Director of Kanto Local Finance Bureau (Financial Instruments
Business Operator), No. 424], Member of Japan Investment Advisers Association, the Investment Trust Association, Japan and Type Il Financial
Instruments Firms Association; in Taiwan, by Allianz Global Investors Taiwan Ltd., licensed by Financial Supervisory Commission in Taiwan; and
in Indonesia, by PT. Allianz Global Investors Asset Management Indonesia licensed by Indonesia Financial Services Authority (OJK).
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