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Market Review

Global equities moved higher in the fourth quarter, reducing the extent 
of their losses for the full year. Evidence of cooling inflation, together 
with more dovish communications from central bank officials, raised 
hopes that the long series of interest rate increases in the world’s 
developed economies may set to conclude in 2023. The bulk of  
the market’s gain occurred in the first two months of the quarter,  
but stocks declined in December in anticipation of slowing economic 
growth and weaker corporate earnings in the year ahead. Continuing 
the trend that has been in place for most of 2022, the value style 
strongly outperformed growth due to persistent weakness in mega-cap 
U.S. technology stocks. At the regional level, Europe rebounded nicely 
and was the quarter’s top performer.

Canadian stocks posted a gain in the fourth quarter. As was the case 
for markets worldwide, Canada was well supported by hopes that 
central banks were set to pivot toward less restrictive policies in early 
2023. All of the positive return occurred in October and November, 
as stocks weakened in December on concerns that slowing economic 
growth could pressure corporate earnings in 2023. The nation’s 
market was helped by the strong showing for gold miners, which 
rebounded from the downtrend that had been in place since mid-April. 
Canada, after outpacing its developed-market peers over the first  
nine months of the year, lagged somewhat in the quarter amid weak 
relative performance for the financial sector.

Global bond markets advanced in the fourth quarter, adding a positive 
note to a historically severe downturn in 2022. Inflation eased across 
most regions of the globe during the quarter, though it remained 
at elevated levels. Declining year-over-year inflation rates led to 
expectations that the series of interest rate increases enacted by 
many of the world’s central banks to curb inflationary pressures will be 
less aggressive going forward. Nonetheless, central banks continued 
to raise interest rates in the fourth quarter, including two rate hikes 
each by the U.S. Federal Reserve, European Central Bank,  
Bank of England, and Bank of Canada. 

In this environment, bond yields were mixed but mostly higher during 
the quarter, with shorter-term bond yields rising the most in response 
to the central bank rate hikes. Despite the higher yields, however, 
bonds posted positive returns for the quarter, led by sectors that 
benefited from the return of investors’ appetite for risk. In particular, 
high-yield and investment-grade corporate bonds posted the higher 
returns, while government securities underperformed. In U.S. dollar 
terms, bond markets in Europe outperformed, while North American 
markets lagged. 
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Portfolio Review

During the fourth quarter of 2022, all four Manulife Asset Allocation 
portfolios posted positive absolute returns and outperformed their 
respective benchmarks. Asset allocation attribution was positive across 
all four portfolios, driven by overweights to international equity and high 
yield bonds. Further, opportunistic positions in United Kingdom equities, 
Canadian energy and Canadian short-term corporate bonds were also 
additive, overshadowing negative performance from opportunistic 
positions in Brazilian and broad U.S. equities. Manager selection was 
mixed over the quarter, with fixed income managers on the whole 
outperforming equity leading to a positive contribution from manager 
selection within the Conservative and Moderate portfolios and  
negative contribution within the Balanced and Growth portfolios.  
The top contributors were the Manulife Fundamental Equity Fund,  
Manulife Corporate Bond Fund and Manulife Strategic Income Fund.  
The largest detractors: the Manulife Dividend Income Fund,  
Manulife U.S. All Cap Equity Fund and Manulife World Investment Fund. 

From an asset allocation perspective, while there was limited activity  
in the opportunistic sleeve over the period, the portfolios underwent  
their annual rebalance following the re-optimization of the asset mix.  
Occurring annually, the rebalance reflects the investment team’s most  
up-to-date 5-year strategic forecasts, incorporating sentiments of  
the current market environment. 

• Overall, the portfolios were already well-positioned, so the changes were 
rather minor, however all changes made reflect what the investment 
team believes to be an improved risk-return profile over the forecasted 
5-year horizon.

• Canadian equity exposure was marginally reduced, adding proceeds 
to international and global equities. Within the more conservative 
portfolios, the largest change was reducing short-term bond allocations, 
adding to core Canadian bonds and U.S. high yield/emerging markets 
debt (via U.S. and Global Unconstrained funds). Canadian corporate 
bonds were increased as well, funded from Canadian unconstrained. 
Within the Growth portfolio, Canadian SMID caps were introduced, 
also adding to U.S. and international small caps to increase overall 
small cap exposures.

Outlook

Looking at the year ahead, we expect to see a game of two halves, where 
challenging conditions will prevail in the first half, before improving into 
and through the second half. The aggressive pace of global monetary 
tightening in 2022 and the associated lagged effects should drive  
a synchronized global growth downturn in the first half of 2023.

We expect the United States will face the lagged impact of Federal 
Reserve tightening, Europe will be slowed by the negative effects of 
trade shocks, while economic weakness will be particularly pronounced 
in interest-rate-sensitive economies such as Canada, Australia, New 
Zealand, and the United Kingdom. In Canada specifically, we’re expecting 

growth to turn negative, triggering a moderate recession followed by 
a shallow recovery. Given the country’s large share of employment 
in cyclical industries, this could leave the labor market vulnerable 
to a global recession. However, record labor shortages across most 
industries could dampen the effect. The real estate market also remains 
an area of focus as a large percentage of Canadians have mortgages 
on their home that will need to be refinanced in 2023 at a higher rate. 
Meanwhile, slowing final demand from advanced economies, elevated 
inflation, and a still-strong U.S. dollar are likely to morph into material 
headwinds for emerging markets. As the market focuses on the peak 
Fed funds rate and the timing of when it will occur, investors could see 
extended periods of volatility. However, it is important to remember that 
periods of volatility often create opportunities, while also allowing active 
managers to flex their skill.

In the second half of the year, we expect elevated global inflation, 
uncertainty of Fed policy, and the risk of global recession will all 
moderate, ushering in more favorable conditions for financial markets. 
There are risks to this base case view, including a slowdown in growth 
that lasts longer than expected, a step back with China’s zero COVID 
controls, and a U.S. dollar that continues to strengthen against  
global currencies.

From a positioning standpoint, we prefer small cap equities to large cap 
in the U.S., favor value over growth, and expect that recent non-U.S. 
leadership could persist if the U.S. dollar continues to weaken. Within 
fixed income, we continue to increase portfolio duration as higher 
yields have enhanced the risk and return tradeoff. Longer-term, return 
expectations have improved for both equities and fixed income as  
the recent market environment has led to improved equity valuations 
and higher bond yields. As markets remain uncertain moving forward, 
it is important to continue to rely on diversification to seek opportunity 
and manage risk in this challenging market environment. However, 
diversification does not guarantee a profit nor protect against loss  
in any market.

Recent events have underscored the need for special care to maintain  
a portfolio that can reasonably withstand unexpected shocks that might 
occur in the macro-economic or geopolitical backdrop, consistent with 
the level of risk investors are comfortable taking on. We continue to 
rely on diversification to seek opportunity in this challenging market 
environment. Consequently, we believe a global portfolio should include 
not only traditional equity and fixed-income securities, but also exposure 
to alternatives and non-traditional strategies when appropriate.

Leveraging the expertise of an experienced team, such as the Manulife 
Investment Management’s Multi-Asset Solutions Team, can help ensure 
your portfolio’s asset mix can adapt quickly to help mitigate market risks 
and protect capital, but also to take advantage of market opportunities 
as they arise.
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Opportunistic Positions 
Manulife 
Conservative Portfolio

Manulife
Moderate Portfolio

Manulife 
Balanced Portfolio

Manulife 
Growth Portfolio

Vanguard Canadian Aggregate Bond Index ETF 4.48% 4.22% 2.71% 2.24%

iShares 1–5 Year Laddered Corporate Bond Index ETF 3.00% 2.50% 1.49% 1.01%

iShares MSCI United Kingdom ETF 0.50% 0.75% 1.01% 1.26%

iShares S&P/TSX Capped Energy Index ETF 0.50% 0.74% 1.01% 1.24%

iShares MSCI Brazil ETF 0.50% 0.74% 0.99% 1.24%

Vanguard S&P 500 ETF 1.00% 0.98% 2.77% 2.94%

Vanguard FTSE All World ex-US Small-Cap ETF - - - 0.73%

iShares Core S&P Small-Cap ETF - - - 1.06%

As of December 31, 2022

Performance for Manulife Asset Allocation Portfolios vs Benchmark
As of December 31, 2022

Manulife Asset Allocation Portfolios* Portfolio Manager 3 Months

Year 

to Date 1 Year 3 Years 5 Years

Since 

Inception

Inception 

Date 

Manulife Conservative Portfolio

James Robertson, 

Manulife Investment 

Management's 

Multi-Asset

Solutions Team

3.21% -8.70% -8.70% 0.37% 2.10% 2.07%

May 5, 2017

Conservative Portfolio Benchmark 2.79% -10.30% -10.30% -0.47% 1.75% 4.21%

Manulife Moderate Portfolio 4.28% -9.57% -9.57% 1.36% 2.76% 2.81%

Moderate Portfolio Benchmark 3.80% -10.22% -10.22% 0.96% 2.92% 4.82%

Manulife Balanced Portfolio 5.60% -10.65% -10.65% 2.65% 3.89% 3.87%

Balanced Portfolio Benchmark 5.01% -10.17% -10.17% 2.85% 4.43% 5.57%

Manulife Growth Portfolio 6.41% -11.04% -11.04% 3.80% 4.66% 4.69%

Growth Portfolio Benchmark 5.81% -10.20% -10.20% 4.24% 5.52% 6.07%

Source: Manulife Investment Management as of December 31, 2022. Performance histories are not indicative of future performance.

*  Since inception, May 5, 2017, Series F is generally designed for investors who have a fee-based or wrap account with their dealer. Series F performance is net of fees and expenses. 
Advisor Series is also available and includes a 1.00% trailing commission. Conservative Portfolio Benchmark consists of 40% FTSE Canada Universe Bond Index, 40% Bloomberg Barclays 
Multiverse Bond Index, 10% S&P/TSX Composite TR Index, 10% MSCI World NR Index. Moderate Portfolio Benchmark consists of 30% FTSE Canada Universe Bond Index, 35% Bloomberg 
Barclays Multiverse Bond Index, 13% S&P/TSX Composite TR Index, 22% MSCI World NR Index. Balanced Portfolio Benchmark consists of 20% FTSE Canada Universe Bond Index,  
25% Bloomberg Barclays Multiverse Bond Index, 18% S&P/TSX Composite TR Index, 37% MSCI World NR Index. Growth Portfolio Benchmark consists of 15% FTSE Canada Universe  
Bond Index, 15% Bloomberg Barclays Multiverse Bond Index, 22% S&P/TSX Composite TR Index, 48% MSCI World NR Index. 

The indices cited are widely accepted benchmarks for investment performance within their relevant regions, sectors or asset classes, and represent non-managed investment portfolios. 
Although these indices are similar to the fund’s objectives, there may be material differences including permitted holdings or investment strategies, which may impact returns. Please refer 
to the Fund Facts of the fund for more information.
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We believe applying active asset allocation successfully takes a proven team. Manulife Investment Management’s Multi-Asset Solutions Team has  
built its reputation and global wealth management credentials on its asset allocation expertise. The table below illustrates the current allocations for 
the Manulife Asset Allocation Portfolios:

Manulife Asset Allocation
Portfolios Asset Mix*: Underlying Portfolio Manager

Manulife 
Conservative 
Portfolio

Manulife 
Moderate 
Portfolio

Manulife 
Balanced 
Portfolio

Manulife 
Growth 
Portfolio

Canadian Equity 9.6% 13.0% 18.1% 21.9%
Manulife Dividend Income Fund Alan Wicks, Manulife Investment Management Ltd. 3.62% 4.45% 6.38% 7.08%
Manulife Fundamental Equity Fund1 Patrick Blais, Manulife Investment Management Ltd. 3.62% 4.43% 6.37% 7.11%
Manulife Multifactor Canadian Large Cap 
Index ETF Dimensional Fund Advisors Canada ULC 2.33% 4.10% 5.31% 5.47%

Manulife Growth Opportunities Fund Luciano Orengo, Manulife Investment Management Ltd. - - - 2.22%
U.S. Equity 0.0% 5.3% 9.8% 11.4%

Manulife U.S. All Cap Equity Fund Sandy Sanders, Manulife Investment Management (US) LLC 5.31% 7.65% 9.20%

Manulife Multifactor US Large Cap
Index ETF

Dimensional Fund Advisors Canada ULC - - 2.18% 2.22%

International Equity 0.0% 8.3% 11.9% 13.4%
Manulife World Investment Fund Mawer Investment Management Limited - 4.92% 8.86% 10.26%
Manulife Multifactor Developed 
International Index ETF Dimensional Fund Advisors Canada ULC - 3.38% 3.06% 3.10%

Emerging Markets Equity 0.0% 3.1% 4.9% 6.8%
Manulife Emerging Markets Fund Kathryn Langridge, Manulife Investment Management 

(Europe) Ltd. - 3.15% 3.20% 4.56%

Manulife Multifactor Emerging Markets 
Index ETF Dimensional Fund Advisors Canada ULC - - 1.75% 2.22%

Global Equity 9.4% 0.0% 5.9% 11.2%
Manulife Global Dividend Fund Paul Boyne, Manulife Investment Management (US) LLC 3.14% 5.88% 6.80%
Manulife Global Equity Class Mawer Investment Management Ltd. 6.29% - - -
Manulife Investment Management Global 
Small Cap Equity Pooled Fund Ed Ritchie & Bill Talbot, Manulife Investment Management Ltd. - - - 4.44%

Alternatives 3.6% 3.6% 0.0% 0.0%
Manulife Global Listed
Infrastructure Fund Brookfield Public Securities Group LLC 3.62% 3.57% - -

Equity Total 22.6% 33.3% 50.6% 64.7%
Canadian Fixed Income 27.3% 20.1% 10.6% 5.8%
Manulife Bond Fund Roshan Thiru, Manulife Investment Management Ltd. 22.85% 16.09% 8.87% 4.05%
Manulife Canadian Unconstrained
Bond Fund2 Roshan Thiru, Manulife Investment Management Ltd. 1.79% 1.79% 1.78% 1.80%

Manulife Smart Short-Term Bond ETF Jean-Francois Giroux, Manulife Investment Management LP 2.69% 2.22% - -
North American Fixed Income 7.7% 7.7% 7.1% 5.9%

Manulife Corporate Bond Fund Roshan Thiru, Manulife Investment Management Ltd. 7.66% 7.66% 7.14% 5.89%
U.S. Fixed Income 4.9% 4.5% 4.5% 3.6%
Manulife U.S. Unconstrained Bond Fund3 Dennis McCafferty, Manulife Investment Management 

(US) LLC
4.95% 4.50% 4.47% 3.61%

Global Multi-Sector Fixed Income 27.5% 24.4% 17.0% 8.2%
Manulife Strategic Income Fund Dan Janis, Manulife Investment Management (US) LLC 20.31% 18.07% 11.63% 3.18%
Manulife Global Unconstrained
Bond Fund4

Dennis McCafferty, Manulife Investment Management 
(US) LLC 7.21% 6.31% 5.41% 5.01%

Fixed Income Total 67.5% 56.6% 39.3% 23.5%
Cash & Equivalents - 0.13% 0.09% 0.08%
Opportunistic Positions 10.0% 9.9% 10.0% 11.7%

Total 100% 100% 100% 100%

1 Formerly Manulife Canadian Stock Fund. On May 25, 2018 the Manulife Canadian Opportunities Fund merged into the Manulife Fundamental Equity Fund.
2 Formerly Manulife Canadian Bond Plus Fund. On May 25, 2018, Manulife Canadian Corporate Bond Fund merged into the Manulife Canadian Unconstrained Bond Fund.
3 Formerly Manulife U.S. Tactical Credit Fund. On May 25, 2018, Manulife High Yield Bond Fund merged into Manulife U.S. Unconstrained Bond Fund.
4 On June 28, 2013, the Manulife Strategic Income Opportunities Fund was converted from a closed-end fund and renamed the Manulife Global Tactical Credit Fund. On April 6, 2018,

the Manulife Global Tactical Credit Fund was renamed the Manulife Global Unconstrained Bond Fund. On April 20, 2018, the Manulife Asia Total Return Bond Fund merged into
the Manulife Global Unconstrained Bond Fund.

For full listing of geographic asset weights and total composition by asset class type, see the Portfolios’ individual Fund Profile
at https://retail.manulifeinvestmentmgmt.com/ca/en/landing-page/manulife-asset-allocation-portfolios.

*  For illustration purposes only. Breakdowns shown the allocation weights as of December 31, 2022 and subject to change based on market cycle and opportunities for investment.  
Please consult the Simplified Prospectus for more information.

https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF446F
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF155F
https://www.manulifeim.com/retail/ca/en/investments/etfs/MCLC
https://www.manulifeim.com/retail/ca/en/investments/etfs/MCLC
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF136F
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF436F
https://www.manulifeim.com/retail/ca/en/investments/etfs/MULC
https://www.manulifeim.com/retail/ca/en/investments/etfs/MULC
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF418F
https://www.manulifeim.com/retail/ca/en/investments/etfs/MINT
https://www.manulifeim.com/retail/ca/en/investments/etfs/MINT
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF4094F
https://www.manulifeim.com/retail/ca/en/investments/etfs/MEME.B
https://www.manulifeim.com/retail/ca/en/investments/etfs/MEME.B
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF515F
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF4006F
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF242F
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF242F
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF4045F
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF169F
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF169F
https://www.manulifeim.com/retail/ca/en/investments/etfs/TERM
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF154F
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF457F
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF159F
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF456F
https://www.manulifeim.com/retail/ca/en/investments/mutual/MMF456F
https://www.manulifeim.com/retail/ca/en/landing-page/manulife-asset-allocation-portfolios
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The views expressed are those of the sub-advisor of Manulife Investment Management and are subject to change as market and other 
conditions warrant. Information about a portfolio’s holdings, asset allocation, or country diversification is historical and is no indication  
of future portfolio composition, which will vary. Certain research and information about specific holdings in the fund, including any opinion, 
is based on various sources believed to be reliable. All overviews and commentary are for information purposes only and are not intended 
to provide specific financial, investment, tax, legal, accounting or other advice and should not be relied upon in that regard. Individuals 
should seek the advice of professionals to ensure that any action taken with respect to this information is appropriate to their  
specific situation.

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments and the use of  
an asset allocation service. Please read the fund facts as well as the prospectus of the mutual funds in which investment may be made 
under the asset allocation service before investing. The indicated rates of return are the historical annual compounded total returns 
assuming the investment strategy recommended by the asset allocation service is used and after deduction of the fees and charges 
in respect of the service. The returns are based on the historical annual compounded total returns of the participating funds including 
changes in unit value and reinvestment of all distributions and do not take into account sales, redemption, distribution or optional charges 
or income taxes payable by any security holder in respect of a participating fund that would have reduced returns. Mutual funds are not 
guaranteed, their values change frequently and past performance may not be repeated.

Manulife Funds, Manulife Corporate Classes, Manulife Exchange-Traded Funds and Manulife Asset Allocation Portfolios are managed by 
Manulife Investment Management Limited (formerly named Manulife Asset Management Limited). Manulife Investment Management is  
a trade name of Manulife Investment Management Limited. Manulife, Manulife Investment Management, the Stylized M Design, and 
Manulife Investment Management & Stylized M Design are trademarks of The Manufacturers Life Insurance Company and are used by it, 
and by its affiliates under license.
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