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Manulife U.S. Mid-Cap Equity Fund

Discovering a

land of investment
opportunity — one
stock at a time.

The U.S. mid cap market offers an extremely wide range of investment
opportunities. The official Standard & Poors definition for mid caps

is companies with a market capitalization between USD 3.6 billion

to USD 13.1 billion?; but defining mid caps solely through a market
capitalization lens doesn’t do justice to the mid cap space, or to the
investment strategies that focus on it. Stock prices—and, therefore,
market caps—can swing wildly these days without changes in
underlying fundamentals.

Mawer Investment Management believe that market cap alone
shouldn’t be the sole criterion used to define a mid-cap strategy like
the Manulife U.S. Mid-Cap Equity Fund. Mid-caps should be analyzed
through a qualitative lens as well, as they tend to share certain
characteristics that put them in the middle between stability and
potential growth. Mawer defines mid caps as companies that are at

a point where they've typically figured out the growing pains that small
caps face—such as finding the right product-market fit, building out
their sales and operational infrastructure, and knowing how to scale
their business—but haven't yet reached full maturity.

This broader definition allows Mawer’s portfolio managers the flexibility
to consider companies from a market capitalization of just below

USD 1 billion, all the way to USD 60 billion, and find companies that
have compelling—and distinct—characteristics. Within that very

wide canvas, mid cap companies they tend to favour and select for

the Manulife U.S. Mid-Cap Equity Fund can be separated into two

main categories:

! https://www.spglobal.com/spdji/en/indices/equity/sp-400/#overview
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1. Established companies in niche industries

Mid cap companies aren’t typically household names, but that
doesn’t mean they can’t be dominant in their respective industry.

It just means that the industry may be smaller or overlooked.
Humana, for example, has grown about 1% faster than industry
average over the last 10 years. The company is also embarking on
an interesting strategy, being very well positioned to benefit from the
growth in value-based care.

Another example is FTI Consulting. Not many everyday investors know
that company by name, but they are the largest provider in the U.S. of
bankruptcy and insolvency consulting.?

2. Potential leaders in fast-growing industries

A bittersweet sentiment that most mid cap portfolio managers face
during their career is to see a holding company grow to a point where it
ultimately exits the mid cap investable universe. This typically happens
when a company dominates an industry that grows above average for

a long period.

A mid cap company that Mawer believes could be in this position

of becoming a “leader in a fast-growing industry” is Charles River
Laboratories. Charles River is a leading provider of preclinical contract
research outsourcing work for large pharmaceutical companies and
smaller biotech companies. It has supported the development of
more than 80 percent of the drugs approved by the U.S. Food and
Drug Administration (FDA) over the past three years.? Biotechnology
Research & Development spending has increased significantly over
the past 30 years,* as the cost of discovering and developing a newly
approved drug is becoming increasingly expensive, and Mawer’s
portfolio management team believes that Charles River could be
well-positioned to benefit from that trend.

Mawer’s goal as portfolio managers for Manulife U.S. Mid-Cap

Equity Fund is to build a well-diversified, standalone strategy, and

not necessarily improve diversification vis-a-vis U.S. large caps
specifically. However, they are strongly convinced that the above
examples are high quality companies that have no large-cap
equivalents in their respective niche industries and offer the potential
to be a good complement to an investor’s U.S. large cap exposure.

2 Mawer’s “The Art of Boring” Podcast, Episode 95, September 30, 2021.
3 https://www.criver.com/about-us
4 https://www.science.org/content/blog-post/eroom-s-law

For more information, contact your advisor or visit manulifeim.ca/usmidcap

As of May 2023. 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. No investment strategy or risk management technique
can guarantee returns or eliminate risk in any market environment. Past performance is not indicative of future results.

This material was prepared solely for informational purposes, does not constitute an offer or an invitation by or on behalf of Manulife Investment Management to any person to buy or sell
any security and is no indication of trading intent in any fund or account managed by Manulife Investment Management.

Manulife Funds 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.

Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read the fund facts as well as the prospectus before
investing. Mutual funds are not guaranteed, their values change frequently, and past performance may not be repeated.

Manulife Investment Management is a trade name of The Manufacturers Life Insurance Company. The Manufacturers Life Insurance Company (Manulife) is the issuer of the GIF Select
insurance contract, and the Manulife Private Investment Pools—MPIP Segregated Pools (MPIP Segregated Pools) insurance contract and the guarantor of any guarantee provisions therein.

To speak with Manulife Investment Management about segregated funds, call 1-888-790-4387.

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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