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Polling is a dirty job but someone has to do it.

Asian Debt Review unveils the winners of its most

comprehensive survey yet

reactions to the results of
last year's poll on credit
research carried out by Asian
Debt Review (Voll, No 2, p 26)

fell into main two camps: not surpris-
ingly, positive from some of those men-
tioned at the top of the tables and rang-
ing from the less positive to the negative
(and even downright hostile) from those
at the bottom and from the no-shows.
These reactions were not surprising: the
results of league tables can make big dif-
ferences to the profIles of borrowers and
issuers in the market and, sometimes,
even bigger differences to individuals,
whose career paths can be markedly
affected by their standing in the polls.
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But the overall resp<:>nsewas positive.
Not necessarily to the actual results of
the survey but to the simple fact that
somebody had made the effort to do a
qualitative study. The very act of speak-
ing to investors about what they wanted
from research, what they thought of
what they got and their opinions about
who provided the best in each category,
provided at least some kind of bench-
mark for two rapidly growing categories:
on the one hand, the borrowers and the
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Investors don't buy from pure
sentiment but from

an analysis of their liability
needs, their understanding

of the credit and, increasingly,
from the opportunities

coming from value across
countries and industry

sectors

tries, such as the Philippines. Korea has
suffered from a generally bad reception
because of concerns over the economic
fundamentals of the country -despite
the positive sentiment resulting from the
negotiations for membership of the
OECD and even though the quality of
credits among Korean issuers has been

extremely high.
As a result, the investor base for Asian

credits has been changing yet again -

getting wider, to be sure, but perhaps
more selective and now seeing values in
different ways. In the convertible bond
market, for instance, there seems to
have been a noticeable resurgence in
Swiss and European demand after a peri-
od of some reticence. And investors in
European currency bonds such as
Deutschmark, French franc, sterling and
pesetas have shown a greater appetite
for Asian credits (predominantly Korean
but also China) than have their US coun-
terparts. The jury may still be out on
who these investors really are -the
debate was lively between those who
claimed that the buyers were in fact
Asians (again, predominantly Koreans)
in Europe rather than the Europeans
themselves -but perhaps such dis-
agreements only illustrate further not
only the difficulties of identifying real
demand but also a genuine intemation-

ingly, in Europe. Moreover, there was
still a feeling on the part of investors that
value was to be found (or not found) in
certain countries or sectors, irrespective
of whether the investment vehicle was
debt or equity. An improvement in gen-
eral performance implied both im-
proved future growth relative to current
equity pricing and better credit quality
(leading to future capital gains).

Since the last poll, conditions across
the region have changed dramatically, as
investors are differentiating more and
more betWeen sectors and countries.
Moreover, some areas are looking decid-
edly different. Thai risk, for example,
although forecast by many analysts and
flagged by the rating agencies last year as
an area to watch, has taken a turn for the
worse and threatens to drag down with
it investors' perception of other coun-

investors, and, on the other hand, the
economic and credit value analysts in
the fixed income sector.

In the first category, the growth in
issuance in the last few years has been
phenomenal and well documented
(quantitative league tables abound), but
measuring the growth in the investor
base has been much more subjective and
very much more deal-sensitive. Bond
issues generally have to go through an
exacting legal process, but buying bonds
is a voluntary affair. That is, after all, why
deals are syndicated, so that each mem-
ber of the syndicate has to bring his own
strengths and expertise to the party.
Investors don't buy from pure sentiment
(although, in a rapidly growing market
such as Asia's, any play may often seem a
good play) but from an analysis of their
liability needs, their understanding of the
credit and, increasingly, from the oppor-
tunities coming from value across coun-
tries and industry sectors.

When the last poll was conducted,
credit and relative value analysis in the
Asian region were largely in their infan-
cy and this was reflected in the variety of
investors' responses. The more genera1-
ist approach ("Buy the Asian story!")
tended to prevail over the more funda-
mental and number-crunching approach
familiar in the United States and, increas-



alisation of the market for As,ian paper.

These arguments also have a bearing

on the direction of research: to suppon

primary market issues or to identify
relative value in the secondary market?

For JP Morgan, for example, the empha-

sis is on its origination strengths, and the

flrn1's excellent research can take little-

known OI; completely unknown names

to the market and present a convincing

story of the underlying credit and its

prospects. For other houses, however,
the search for value across sectors and

countries takes precedence. Of course,

the two are not mutually exclusive:

initial secondary market trading will

clearly be substantially influenced by

primary research repons until the posi-
tion of the credit relative to its peers

becomes clear.

These are some of the technical trends

which differentiate the polls of 1996 and

1997. As a result, some of the tables which

are presented below do not correspond

exactly with those of last year in that they

are intended to reflect recent changes and

to represent the present state of the Asian

debt market. There are also some subjec-
tive factors which no pollster has ever

been to quantify adequately: who responds

to questionnaires such as these and who

really tells t11e truth? Any poll like t11is relies

upon the goodwill of investors to take time

out from a busy day to answer t11e ques-

tions and fax the answers back. It collld be

argtled that the really busy investors with

the biggest portfolios never get rolmd to

responding while t11e smaller pla)7ers put in
an effon disproponionate to the real size of

their holdings. Who knows? There is a ftm-

A quick glance across the tables reveals
what has changed and what has stayed
the same. Peregrine clearly has the lead.
ing edge in those areas where it has
declared its ambition to be the leader.
Few surprises there from a team which
works closely with its trading floor and
brings its considerable local knowledge
and internationally trained resources to
bear on its core business.

The survey also shows how ING
Barings has gradually been bringing
together its apparently disparate compo-
nents and is now making a much more
effective impression on the market.

The sample of investors in this poll was
taken from Asian Debt Review's global
readership and from lists compiled by
ADR's research staff in Hong Kong. Over
300 responses were received by fax from
institutions with more than $1 billion
under management. All were treated in
the strictest confidence.

For tables covering the Asian region as
a whole, investors were asked to rank
their four nominated research teams in
order of preference. The votes cast were
then collated and calculated on a weight-
ed basis. For tables covering specific
Asian countries and distribution markets,
respondents nominated only one house
and the results were computed on a sim-
pie arithmetical basis.

Inevitably, some respondents took
slightly different views on what con-
stituted research in each category. In
general, their responses have been
harmonised in line with what the analysts
at each bank consider to be their
specific responsibilities. Inm
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damental element of statistical and human
e1TOr in polling and the survey has tried to
control this variable by checking the
amounts available for Asian paper in each
fund manager's book.

The truth factor, as such, does not real-
ly exist in this poll. This is not a
political election teeming with stalking
horses and spin doctors, empty promises
and tactical voting. This survey is con-
cerned with real returns on money
invested -a more objective measure than
the vagueness of politics. But there may
be a measure of unconscious distortion as
the industry itself takes more notice of
the subject of this poll than of the poll
itself. However, the control factors and
the methodology employed will tend to
minimise, if not eliminate totally, any
such distortion.

These reasons -in addition to the
premises which prefaced last year's poll
-lay the survey open to the accusation of
comparing apples and pears. So be it.
The main point is that no lemons appear
in the following tables. They represent
the best attempt yet to make sense of
what is still a very confusing picture.





{1){212) 224-5300

(81)(3) 5203-1800

852) 2501-6600

(44)(171 842-3000

(44)(171 786-1400

SUMITOMO FINANCE (ASIA) LIMITED

A wholly owned subsidiary of The Sumitomo Bank, Limited, Japan

32/F, Edinburgh Tower, 15 Queen's Road Central, Hong Kong
Telephone (852) 2501 6600, Fax (852) 2868 1805, (852) 25302892

.1)(212) 224-5000


