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Overview
Henderson Far East Income (HFEL) is not only the highest yielding trust in 
Asia, but one of the highest yielding equity-focussed trusts in the entire 
sector. This has been achieved through manager Sat Duhra’s focus on 
finding a balance of traditional dividend paying stocks on high yields, with 
more growth-focussed ideas that give the Portfolio exposure to a number 
of key themes driving Asian markets. In addition, these larger, more 
growth-focussed holdings also provide the manager a platform to write 
options as part of a Dividend overlay strategy, which generates additional 
income for the portfolio and supports the trust’s yield, which is in excess 
of 9%, with the dividend per share having grown for 18 consecutive years.

Further supporting this growth is Asia’s improving dividend picture, 
driven by good capital discipline and increasing revenue, as well as 
regulatory changes from regional governments to improve shareholder 
returns. This has led to both higher incomes and capital growth from 
across the region. One outcome of this is very strong absolute returns in 
the past year, with HFEL producing a NAV total return of over 40% in the 12 
months to 27/04/2026 (see Performance). Sat argues the drivers behind 
improved shareholder returns remain firmly in place, meaning there is 
support for this trend to continue.

The high and growing yield has proved popular with shareholders, leading 
to the trust trading at a premium to NAV for much of the past five years 
in contrast to much of the peer group (see Discount). This has enabled 
share issuance, which, alongside the strong absolute performance, has 
increased the size of the trust and seen it promoted to the FTSE 250 Index 
in April 2026.

Analyst’s View
HFEL’s headline yield figure of over 9% is clearly a very attractive feature. 
However, we would argue the real strength lies in how this figure is 
achieved, and how well it is supported going forward. The manager 
has added balance to the numerous high-yielding stocks he owns with 
a growth allocation to create a more rounded portfolio. The dividend 
overlay strategy, supported by the growth allocation, also provides the 
trust a range of income sources to support the high yield, although this 
may come at the expense of capital upside in specific market conditions. 
Regardless, the outcome is a high Dividend that is almost entirely 
supported by underlying revenue generation rather than relying on 
contributions from capital, and one that is well supported by reserves. As 
such, we see few situations in which the board are not able to continue 
raising the dividend in the coming years.

In addition, HFEL has the highest value-biased Portfolio amongst peers, 
meaning the performance profile is likely to be considerably different to 
its competitors. One environment in which HFEL is expected to do well is 
falling markets due to the value bias, which we believe means the trust 
could offer low correlation to, and therefore diversification from, several 
comparators, as part of a wider portfolio. As such, the trust may appeal 
to investors with high-tech exposure either through other Asia-focussed 
trusts or alongside a passive fund, which have become increasingly 
biased towards tech. These correlation benefits have evidently not 
been a notable drag in up markets either, as can be seen in the strong 
participation in the market rally of the past year (see Performance).
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BULL

Very high yield, which is covered by revenues and supported 
by reserves

Differentiated portfolio that can offer diversification benefits

Recent promotion to FTSE 250 Index should support demand 
for shares

BEAR

Underweight growth sectors can be a headwind in certain 
markets

Charges are some of the highest in the peer group

Premium rating dampens the near-term appeal versus a peer 
group at a discount

Henderson Far East Income (HFEL)
HFEL’S approach offers diversification and a very high yield.
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Portfolio

The manager of Henderson Far East Income (HFEL), Sat 
Duhra, looks to build a portfolio that offers a balance of 
traditional high yield sectors alongside higher-growth 
stocks with the goal of generating a high and progressive 
income for investors, whilst capturing much of the growth 
on offer from Asia.

This approach has been in place since Sat’s step up to 
lead manager in 2023. Previously, the trust had a strong 
value focus, looking primarily at stocks offering the 
highest yields, which led to a bias towards cyclical names 
centred in China, which meant a high degree of sensitivity 
to certain market environments. Since taking on full 
management duties, Sat has looked to pivot the portfolio 
to a more balanced approach, with better appreciation 
of total returns whilst still generating a high income. This 
has led to a move into growth stocks, which have also 
provided the trust a platform to write options as part of a 
Dividend-overlay strategy, a way of generating income from 
a portfolio by selling derivatives, albeit potentially at the 
expense of some capital-upside potential. This approach 
has helped to support returns throughout the market cycle, 
as well as helping dampen portfolio volatility.

Whilst these growth stocks have provided more balance, 
the trust still has the highest allocation to value stocks in 
the peer group, according to Morningstar.

This approach has enabled the manager to generate the 
highest yield in the direct peer group, and one of the 
highest of any equity-focussed trust at c. 9.4%. This has 
predominantly been achieved through investments in 
traditional high-yield sectors such as telecommunications, 
energy, and financials. Sat argues he has been able to 
achieve such high yields from these areas that have been 
overlooked in the past few years, as investors in Asia 
have instead focussed on more fashionable areas. Asia 
has developed significantly over the past few years and 
is now home to a number of world-leading companies 
with excellent growth characteristics, most notably in 
the technology sector. These have caught the attention 
of international investors, which has driven their share 

prices notably upwards. However, as a consequence, 
more traditional areas have been overlooked due to their 
perceived lack of growth. Sat has capitalised on this to 
find stocks with yields of 8% to 9%, despite having good 
financials and low leverage. This not only means yields 
are high, but his holdings have the capacity to grow their 
dividends going forward.

In order to balance these different areas, Sat has five 
investment themes he considers; infrastructure build out, 
which includes the likes of power generators and energy 
storage firms that are benefitting from the region’s growth 
as well as second order beneficiaries from AI spending; 
emerging consumer champions, which are domestically-
founded brands beginning to grow overseas; financial 
inclusion, which includes banks and insurance firms 
benefitting from the growing wealth of the region; tech 
infrastructure, such as semi-conductors and hardware 
firms; and corporate reforms, which have been a focus of 
regulators in the region and are driving total returns.

As a result of these themes and the bias towards 
more traditional income sectors, the portfolio has 
overweight allocations to the likes of the financials 
and communications sectors, whilst having a notable 
underweight to technology companies. As such, we believe 
HFEL offers considerable diversification to both the index 
and its direct peers, many of which have large allocations 
to tech firms despite their income mandates. In the chart 
below, we have compared the allocations against the 
broader MSCI AC Asia ex Japan Index, although as we 
explain in the Performance section, this is not the trust’s 
formal benchmark.

The manager has sought to have a more even distribution 
amongst the different countries in the region, although this 
remains an outcome of where he finds ideas. Allocations in 
key markets such as China & Hong Kong and South Korea 
are close to the weights in the wider market. However, 
Sat does have a higher allocation to some of the ASEAN 
countries, such as Thailand and Indonesia, where he has 
identified a number of higher-yielding companies that 
more mainstream investors have overlooked. Conversely, 
he has quite low allocations to the more expensive and, 
therefore, lower-yielding countries, such as Taiwan, which 
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Fig.2: Sector Allocations
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note this is considerably less than the 30% permitted in 
the trust’s formal policy.

Over the past five years, the trust has had an average net 
gearing level of c. 4%. This includes periods when gearing 
has been higher, such as the present, as well as periods 
when the trust has had no gearing at all, as was the case 
ahead of Liberation Day in April 2025.

Performance

HFEL has delivered strong absolute returns over the past 
year, with a NAV total return of 37.5% in the 12 months to 
26/05/2026, capturing much of the rally seen across Asia. 
This period started with Asian equities under considerable 
pressure, as President Trump’s Liberation Day tariff regime 
caused concern amongst investors. However, these fears 
soon receded as the scope of tariffs was scaled back 
and renegotiated, leading to a relief rally. This recovery 
continued following strong fundamental performance from 
Asian corporations, particularly those in the technology 
sector, leading to improved investor sentiment towards 
Asia, especially as investors pivot away from the US.

As a result of tech stocks driving the market rally, which are 
more growth-oriented companies, HFEL hasn’t kept up in 
relative terms to the broader market, as measured by the 
MSCI AC Asia ex Japan Index, which is represented in the 
chart below by an ETF. However, the trust did outperform 

is a very tech-dominated market, and India, which has 
traded at elevated valuations for a sustained period and 
doesn’t have a particularly strong dividend culture at 
present.

This has led to a bit of a north-south split within the 
regional allocations, although this is predominantly 
an output of where the manager is finding the best 
opportunities. The exception to this is Korea, which has 
been an overweight allocation, despite the dominance 
of the tech sector in the country. This was a result of 
good yield opportunities, as well as some better-valued 
growth stocks such as Samsung Electronics. Furthermore, 
the country has recently adopted a governance reform 
programme called ‘Value Up’, which is designed to 
reduce corporate complexity and increase shareholder 
returns through dividends, following the success of a 
similar approach in Japan. This programme has been 
very successful, so far, aiding the trust’s allocations in 
both capital growth terms and in income generation. The 
success of this programme has seen adoption in a number 
of other countries, such as China and Singapore, which 
aligns with one of Sat’s portfolio themes and has been 
pushing allocations towards these countries.

Gearing

HFEL has a conservative gearing approach, often with a 
level in the low- to mid-single digits. The aim is to use 
gearing intermittently to capitalise on opportunities as 
they arise, rather than to structurally increase the exposure 
of the trust over the long term. Opportunities the manager 
looks for are typically stocks trading especially cheaply, 
where he wants to take additional exposure to improve 
total returns.

To gear the trust, Sat has access to a £65m multi-currency 
revolving credit facility. Based on net assets of £536m 
(as at 27/05/2026), this would allow the manager to take 
gearing to c. 12% should it be fully exercised, although we 
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Fig.5: One Year Performance
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Fig.4: Gearing
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seen across the region, which started in Japan and 
have since been adopted by Korea, China, and latterly, 
Singapore and Indonesia, have led to a number of 
dividend upgrades from firms that have supported revenue 
generation as well as capital returns. Examples include SK 
Hynix, which upgraded its dividend by over 300% in its 
2025 financial year, and China Hongqiao, an aluminium 
producer which more than tripled its dividend versus 
forecasts, leading the share price to increase by c. 150% in 
a year (to 28/04/2026), whilst still yielding 4.8%. As such, 
these positive surprises have not only supported revenue 
generation, but also capital returns, and are a dynamic Sat 
believes can continue to have a positive effect on returns.

However, over the past five years, HFEL has been behind 
the wider market in cumulative terms, having returned 
34.1% versus the MSCI AC Asia ex Japan Index, which 
returned 50.4%. The MSCI AC Asia High Dividend Yield 
Index returned 83.8% in this period, although the trust 
did change its strategy in the middle of this period, with 
neither index being a direct benchmark.

Dividend

A high dividend yield has been a key feature of the HFEL 
investment case. The objective is to grow this every year, 
something that has been achieved for 18 consecutive 
years, putting the trust within touching distance of AIC 
Dividend Hero status. If this is achieved, HFEL would be 
the highest yielding trust with the accolade by a margin, 
ceteris paribus.

The latest full-year dividend (to 31/08/2025) was 24.9p per 
share, which equates to a yield of 9.4% based on the share 
price on 26/05/2026. In this period, the trust generated 
revenue of 24.98p per share, fully covering the dividend 
from underlying generation. In the event this would fall 
short, however, the trust also has distributable reserves 
of over £200m, which can be used to support the dividend 
going forward, and covers c. 4.8 times last year’s dividend. 
As such, we believe the board has plenty of ammunition to 
maintain or grow the dividend.

the MSCI AC Asia High Dividend Yield Index, which is a 
better representation of the value style, and returned 
29.8% in the same period.

Whilst both the broad market and dividend-focussed 
indices are useful comparators, the trust has had no 
formal benchmark. Regardless, the trust is expected to 
outperform broad Asian markets in more challenging 
periods due to the focus on valuations and higher yields, 
and mostly keeping up in market rallies over the long 
term, leading to better performance across a full market 
cycle. As such, HFEL is likely to have a very differentiated 
performance profile versus peers, as many are heavily 
tilted towards technology names, which could offer 
diversification benefits as part of a wider portfolio.

Whilst the near-term story is one of relative 
underperformance, Sat notes that the strength of growth 
sectors such as technology has been a major factor, and 
tech’s fortunes could change quickly. This could lead to a 
period where value sectors are preferred, in which the trust 
is expected to perform much better in relative terms.

That said, the strategy changes have meant the portfolio’s 
growth holdings are notably higher than under the 
previous approach. This has helped absolute performance 
in the past year, with the three largest positions being 
TSMC, Samsung, and SK Hynix all rising strongly, although 
as they are underweight versus the index, they have been a 
relative headwind. However, these holdings have provided 
Sat a good platform on which to generate income through 
option writing (see Dividends).

Samsung is one of a number of Korean companies that 
have contributed to performance, and includes car 
companies Hyundai and Kia, plus SK Square and Industrial 
Bank Korea. The Korean market performed exceptionally 
well in 2025, as investors became more positive on 
hopes for corporate governance reforms to improve 
returns, making the market the best regional performer 
in the calendar year. The modest overweight allocation 
throughout the year has helped relative performance.

Other notable contributors to performance have been some 
of the higher-yielding names in China. The country has also 
performed well in the past year, as investors have returned 
following years of macroeconomic challenges, with the 
country’s corporate governance reforms also improving 
the outlook. One of these reforms Sat notes as particularly 
helpful is the directive for Chinese insurance companies 
to buy domestic equities, which has been particularly 
supportive for the high-yielding stocks on which HFEL 
focusses.

One more esoteric factor that has influenced total returns 
has been the dividend surprises. The corporate reforms 
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Fig.6: Five-Year Performance
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Sat has worked at Janus Henderson since 2011 and works 
within the Asia ex Japan equity team. Prior to this, he 
held roles as an equities analyst at both Nomura and 
Credit Suisse, totalling over 25 years’ worth of investment 
experience. He has a degree in economics from University 
College, London and is an associate of the Institute of 
Chartered Accountants of Scotland.

Discount

HFEL has traded at a premium rating for much of the past 
five years, with an average level of 1.5%. In contrast, the 
peer group has traded at a discount for the majority of 
the period, with the weighted average never once having 
crossed into an aggregate premium. We would attribute 
HFEL’s premium rating, both in absolute and relative 
terms, to the very high and consistent Dividend, which is 
the highest in the peer group by a margin, and one of the 
highest in the entire investment trust space for an equity-
focussed vehicle. As such, we believe the considerable 
popularity of the trust amongst income-seeking investors 
has been supportive of the rating. Furthermore, the 
manager notes that better sentiment towards Asia 
more generally over the past year is also a driver for the 
sustained rating.

The board has sought to meet investor demand through 
share issuance. In the first c. eight months of the trust’s 
financial year (to 15/04/2026), the trust issued nearly 21m 
shares, equivalent to c. 11% of the opening share count. 
This has raised an additional c. £50m in capital for the 
manager, enabling him to allocate to several good value 
opportunities he has identified (see Portfolio). In addition, 
the issuance, alongside the strong absolute Performance, 
has contributed to the trust being promoted to the FTSE 
250 Index in April 2026. As such, the trust may now appeal 
to a wider group of investors and become a destination for 
money from passive strategies focussed on the FTSE 250. 
This will likely have improved liquidity and potentially put 
further upward pressure on the premium.

The high level of revenue comes from a number of sources. 
Firstly, the manager looks to capitalise on the strong 
income growth story in Asia, with high levels of cash on 
balance sheets, increasing payout ratios from a low base 
and a growing corporate focus on dividends. One factor 
supporting the latter is the wave of corporate reforms in 
the region, which started in Japan, before moving onto 
Korea and China, and is now being adopted by the likes 
of Singapore and Indonesia. In addition, as we discuss 
in Portfolio, the manager invests in more traditional, 
high-yielding sectors, which helps with yield generation, 
alongside higher growth names which support a dividend 
overlay strategy. This involves writing financial derivatives 
called options, with the premiums earned on these 
supporting the trust’s revenue account. One potential 
downside is that this could come at the expense of capital 
upside should the stocks the options are written on rally 
considerably. We understand that the high levels of market 
volatility recently have been very supportive of the income 
generated by this approach.

Of the trust’s yield, around two-thirds is driven by 
dividend generation of the underlying portfolio, including 
positive surprises from some holdings, as we discuss 
in Performance. About a fifth of the yield is attributed to 
the option writing premiums, and the remainder comes 
from the manager recycling capital into higher-yield 
opportunities. Importantly, this means the trust’s dividend 
comes purely from income generation, rather than using 
a NAV contribution as many peers do. As a result, it 
means the trust is not heavily exposed to the large-cap 
tech names typically owned by peers, providing a very 
differentiated offering from a style basis.

Management

Sat Duhra has been the sole manager of HFEL since 2023, 
having previously been made co-manager in 2019. He took 
on lead duties following the retirement of veteran manager 
Mike Kerley, and has been responsible for tweaking the 
strategy to its current approach (see Portfolio). This newer 
strategy is more in line with Sat’s open-ended fund, which 
he has managed since 2013.
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Charges

HFEL has a straightforward management fee that charges 
0.75% based on net assets. There is no performance fee.

The latest ongoing charges figure, based on the financial 
year-end (to 31/08/2025), is 1.08%. This compares to a 
weighted average of the peer group of 0.94%, which makes 
HFEL the highest cost trust in the peer group. However, we 
note that these charges are factored into the NAV and are 
not deducted from the share price.

ESG

HFEL does not have an exclusionary ESG policy, although 
the manager does consider ESG factors at the individual 
company level during stock analysis. Whilst the analysis 
of company fundamentals, such as the level of cash 
generation and leverage, is the most important part of 
the process, no stock can be added to the portfolio until 
Sat establishes the firm’s ESG policies. If this process 
does identify issues, the manager will take a pragmatic 
approach, looking to engage with a holding to push for 
improvement, rather than simply not investing. To monitor 
this, the firm has an in-house tool called ESG Explore’X 
which provides analysis on both an individual company 
level, as well as overall portfolio risk and includes input 
from third-party data sources.

Morningstar have rated the trust as ‘below average’, 
scoring the trust two out of five globes on its scale versus a 
wider group of peers.
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based on factual information only, is solely for information purposes only and any views contained in it must not be construed as 
investment or tax advice or a recommendation to buy, sell or take any action in relation to any investment.

The information provided on this website is not intended for distribution to, or use by, any person or entity in any jurisdiction or 
country where such distribution or use would be contrary to law or regulation or which would subject Kepler Partners LLP to any 
registration requirement within such jurisdiction or country. In particular, this website is exclusively for non-US Persons. Persons 
who access this information are required to inform themselves and to comply with any such restrictions.

The information contained in this website is not intended to constitute, and should not be construed as, investment advice. No 
representation or warranty, express or implied, is given by any person as to the accuracy or completeness of the information 
and no responsibility or liability is accepted for the accuracy or sufficiency of any of the information, for any errors, omissions or 
misstatements, negligent or otherwise. Any views and opinions, whilst given in good faith, are subject to change without notice.

This is not an official confirmation of terms and is not a recommendation, offer or solicitation to buy or sell or take any action in 
relation to any investment mentioned herein. Any prices or quotations contained herein are indicative only.  

Kepler Partners LLP (including its partners, employees and representatives) or a connected person may have positions in or 
options on the securities detailed in this report, and may buy, sell or offer to purchase or sell such securities from time to time, 
but will at all times be subject to restrictions imposed by the firm’s internal rules. A copy of the firm’s Conflict of Interest policy is 
available on request.

PLEASE SEE ALSO OUR TERMS AND CONDITIONS

Kepler Partners LLP is authorised and regulated by the Financial Conduct Authority (FRN 480590), registered in England and Wales 
at 70 Conduit Street , London W1S 2GF with registered number OC334771.

7

Disclosure – Non-Independent Marketing Communication. This is a non-independent marketing communication commissioned by Henderson Far East 
Income (HFEL). The report has not been prepared in accordance with legal requirements designed to promote the independence of investment research 
and is not subject to any prohibition on the dealing ahead of the dissemination of investment research.


