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Tapping into emerging market (EM) consumption trends has historically 
been a good way of adding value in EM corporate bond investing. In 
this note I’ll touch on two of our top investment ideas – one in consumer 
health products and the other in real estate.

Health & Happiness: Tapping into growth of the Chinese middle class
We pride ourselves on being able to find hidden gems in our market. An example of a relatively 
small and less well-known bond issuer is the Chinese company Health & Happiness H&H 
International Holdings (rated BB-) which is a health care product provider. Founded in 1999, 
H&H sells baby nutrition and care products into China (75% of sales) and Australia/New 
Zealand (25%).

One of the main reasons we like this business is the resilience of the baby products sector, 
which has contributed to stable profitability, with Ebitda margins around 20%, and strong cash 
flow generation. The company has a conservative management team, so they typically run 
leverage below two times earnings (not the kind of metric you’d expect from a sub-investment 
grade company) and in the past when they’ve made acquisitions, they’ve brought their leverage 
back down pretty quickly afterwards. 

One risk to the company is the declining birth rate in China. But a more positive demographic 
trend is H&H’s exposure to the rise of the middle class. Chinese consumers currently spend 
about 80% less on consumer health products than developed markets, so there is clearly a lot 
of room for that gap to narrow over time as spending catches up. We think H&H’s increasing 
emphasis on premium products should position it well, especially as branded products take 
market share away from more generic offerings.
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The company benefits from strong credit metrics, notably ample 
liquidity, with no near-term refinancing concerns. MAF’s operations 
have proved relatively resilient to Covid given the defensive nature of 
its businesses such as food retail. We think its shopping malls, as well 
as its ventures segment, which includes cinemas and other leisure 
offerings, are positioned to do well as these economies start to open 
up and recovery takes hold post vaccine rollouts.

MAF: Resilient real estate
 Founded in 1992 in the United Arab Emirates, MAF is a leading 
real estate developer with an investmentgrade BBB credit rating. Its 
portfolio includes shopping malls, retail and leisure developments, and 
hotels. Additionally, it is the exclusive franchisee of Carrefour across 
30 countries in the Middle East, Africa, and Asia (currently operating in 
roughly half of those). 

MAF’s operates real estate properties in 17 countries across the 
Middle East, Africa, and Asia. It estimates 140 million people visited 
its shopping malls in 2020, and its flagship—Mall of the Emirates—is 
one of the most prestigious in the region (among other things, it has 
been recognized for its indoor ski slope which recently won a World 
Ski Award.)

Risks - The following risks are materially relevant to 
the portfolio
China Interbank Bond Market risk - market volatility and potential 
lack of liquidity due to low trading volume of certain debt securities in 
the China Interbank Bond Market may result in prices of certain debt 
securities traded on such market fluctuating significantly.  
Contingent convertible bond risk - contingent convertible bonds 
have similar characteristics to convertible bonds with the main 
exception that their conversion is subject to predetermined conditions 
referred to as trigger events usually set to capital ratio and which vary 
from one issue to the other.  
Country risk (Russia and Ukraine) - in these countries, risks 
associated with custody, counterparties and market volatility are 
higher than in developed countries. 
Credit risk - a bond or money market security could lose value if the 
issuer’s financial health deteriorates.  
Default risk - the issuers of certain bonds could become unable to 
make payments on their bonds.  
Derivatives risk - derivatives may result in losses that are significantly 
greater than the cost of the derivative.  
Emerging markets risk - emerging markets are less established than 
developed markets and therefore involve higher risks.  
Frontier markets risk - small market nations that are at an earlier 
stage of economic and political development relative to more mature 
emerging markets typically have limited investability and liquidity.  
High yield bond risk - a bond or debt security rated below BBB- 
by Standard & Poor’s or an equivalent rating, also termed ‘below 
investment grade’, is generally subject to higher yields but to greater 
risks too. 
Interest rate risk - when interest rates rise, bond values generally 
fall. This risk is generally greater the longer the maturity of a bond 
investment and the higher its credit quality.  

Liquidity risk - any security could become hard to value or to sell at a 
desired time and price.  
Sector concentration risk - the performance of a portfolio that 
invests a large portion of its assets in a particular economic sector 
(or, for bond portfolios, a particular market segment), will be more 
strongly affected by events affecting that sector or segment of the 
fixed income market. 

General Portfolio Risks
Capital risk - the value of your investment will vary and is not 
guaranteed. It will be affected by changes in the exchange rate 
between the base currency of the portfolio and the currency in which 
you subscribed, if different.  
Counterparty risk - an entity with which the portfolio transacts may 
not meet its obligations to the portfolio. 
ESG and sustainability risk - ESG and sustainability risk may result 
in a material negative impact on the value of an investment and the 
performance of the portfolio. 
Geographic concentration risk - to the extent that a portfolio 
invests a large portion of its assets in a particular geographic area, its 
performance will be more strongly affected by events within that area. 
Hedging risk - a portfolio’s attempts to reduce or eliminate certain 
risks through hedging may not work as intended. 
Investment portfolio risk - investing in portfolios involves certain 
risks an investor would not face if investing in markets directly. 
Management risk - the investment manager or its designees may 
at times find their obligations to a portfolio to be in conflict with their 
obligations to other investment portfolios they manage (although in 
such cases, all portfolios will be dealt with equitably).  
Operational risk - operational failures could lead to disruptions of 
portfolio operations or financial losses.
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Important information 

The specific securities identified and described do not represent all of 
the securities purchased, sold, or recommended for the portfolio, and no 
assumptions should be made that the securities identified and discussed were 
or will be profitable. 

This material is being furnished for general informational purposes only. The 
material does not constitute or undertake to give advice of any nature, including 
fiduciary investment advice, and prospective investors are recommended 
to seek independent legal, financial and tax advice before making any 
investment decision. T. Rowe Price group of companies including T. Rowe 

Price Associates, Inc. and/or its affiliates receive revenue from T. Rowe Price 
investment products and services. Past performance is not a reliable 
indicator of future performance. The value of an investment and any income 
from it can go down as well as up. Investors may get back less than the amount 
invested.

The material does not constitute a distribution, an offer, an invitation, a personal 
or general recommendation or solicitation to sell or buy any securities in any 
jurisdiction or to conduct any particular investment activity. The material has not 
been reviewed by any regulatory authority in any jurisdiction.

Information and opinions presented have been obtained or derived from 
sources believed to be reliable and current; however, we cannot guarantee the 
sources’ accuracy or completeness. There is no guarantee that any forecasts 
made will come to pass. The views contained herein are as of the date noted 
on the material and are subject to change without notice; these views may 
differ from those of other T. Rowe Price group companies and/or associates. 
Under no circumstances should the material, in whole or in part, be copied or 
redistributed without consent from T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit 
or restrict the distribution of the material and in certain countries the material 
is provided upon specific request. It is not intended for distribution to retail 
investors in any jurisdiction.

Australia—Issued by T. Rowe Price Australia Limited (ABN: 13 620 668 895 
and AFSL: 503741), Level 50, Governor Phillip Tower, 1 Farrer Place, Suite 
50B, Sydney, NSW 2000, Australia. For Wholesale Clients only.

DIFC—Issued in the Dubai International Financial Centre by T. Rowe Price 
International Ltd. This material is communicated on behalf of T. Rowe Price 
International Ltd. by its representative office which is regulated by the Dubai 
Financial Services Authority. For Professional Clients only.

EEA—Unless indicated otherwise this material is issued and approved by 
T. Rowe Price (Luxembourg) Management S.à r.l. 35 Boulevard du Prince Henri
L-1724 Luxembourg which is authorised and regulated by the Luxembourg
Commission de Surveillance du Secteur Financier. For Professional Clients
only.

Hong Kong—Issued in Hong Kong by T. Rowe Price Hong Kong Limited, 
6/F, Chater House, 8 Connaught Road Central, Hong Kong. T. Rowe Price 
Hong Kong Limited is licensed and regulated by the Securities & Futures 
Commission. For Professional Investors only.

New Zealand—Issued by T. Rowe Price Australia Limited (ABN: 13 620 668 
895 and AFSL: 503741), Level 50, Governor Phillip Tower, 1 Farrer Place, 
Suite 50B, Sydney, NSW 2000, Australia. No Interests are offered to the public. 
Accordingly, the Interests may not, directly or indirectly, be offered, sold or 
delivered in New Zealand, nor may any offering document or advertisement in 
relation to any offer of the Interests be distributed in New Zealand, other than 
in circumstances where there is no contravention of the Financial Markets 
Conduct Act 2013.

Singapore—Issued by T. Rowe Price Singapore Private Ltd, No. 501 Orchard 
Rd, #10-02 Wheelock Place, Singapore 238880. T. Rowe Price Singapore 
Private Ltd. is licensed and regulated by the Monetary Authority of Singapore. 
For Institutional and Accredited Investors only.

Switzerland—Issued in Switzerland by T. Rowe Price (Switzerland) GmbH, 
Talstrasse 65, 6th Floor, 8001 Zurich, Switzerland. First Independent 
Fund Services Ltd, Klausstrasse 33, CH-8008 Zurich is Representative in 
Switzerland. Helvetische Bank AG, Seefeldstrasse 215, CH-8008 Zurich is the 
Paying Agent in Switzerland. For Qualified Investors only.

UK—This material is issued and approved by T. Rowe Price International Ltd, 60 
Queen Victoria Street, London, EC4N 4TZ which is authorised and regulated 
by the UK Financial Conduct Authority. For Professional Clients only.
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