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The rise in interest rates has renewed interest in guaranteed investment certificates, or
GICs. But by choosing GICs versus bonds, investors could be missing out on a rare
opportunity in today’s fixed income markets.

The rising rate environment has created an opportunity for bond investors today:
discount bonds. Since the beginning of the latest rate-hiking cycle in March 2022, the
percentage of bonds trading at a discount has more than doubled in both Canada and
the United States, with the vast majority of the bond universe in those markets made up
of discount bonds.

For active managers, this means a larger universe of bonds increasing in value, resulting
in capital gains. Those capital gains have the added benefit of being more tax efficient
than interest - something that GICs can’t provide.

While GIC investors today may benefit from the current interest rate environment, they
risk getting locked in at current rates and potentially missing out on the long-term
opportunity that discount bonds can offer as rates eventually fall lower.

GICs can have a place in certain investor portfolios, but for those seeking tax efficiency
and the potential for price appreciation, we believe that active bond funds have a lot
more upside to offer.
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[The following disclaimer appears on the screen]: Investing involves risks, including the
potential loss of principal. Financial markets are volatile and can fluctuate significantly in
response to company, industry, political, regulatory, market, or economic developments.
The information provided does not take into account the suitability, investment objectives,
financial situation, or particular needs of any specific person.

All overviews and commentary are intended to be general in nature and for current
interest. While helpful, these overviews are no substitute for professional tax, investment
or legal advice. Clients and prospects should seek professional advice for their particular
situation. Neither Manulife Investment Management, nor any of its affiliates or
representatives (collectively Manulife Investment Management) is providing tax,
investment or legal advice.

This material is intended for the exclusive use of recipients in jurisdictions who are allowed
to receive the material under their applicable law. The opinions expressed are those of the
author(s) and are subject to change without notice. Our investment teams may hold
different views and make different investment decisions. These opinions may not
necessarily reflect the views of Manulife Investment Management. The information and/or
analysis contained in this material has been compiled or arrived at from sources believed
to be reliable, but Manulife Investment Management does not make any representation
as to their accuracy, correctness, usefulness, or completeness and does not accept
liability for any loss arising from the use of the information and/or analysis contained.
The information in this material may contain projections or other forward-looking
statements regarding future events, targets, management discipline, or other
expectations, and is only current as of the date indicated. The information in this
document, including statements concerning financial market trends, are based on current
market conditions, which will fluctuate and may be superseded by subsequent market
events or for other reasons. Manulife Investment Management disclaims any
responsibility to update such information.

Manulife Investment Management shall not assume any liability or responsibility for any
direct or indirect loss or damage or any other consequence of any person acting or not
acting in reliance on the information contained here. This material was prepared solely



for informational purposes, does not constitute a recommendation, professional advice,
an offer or an invitation by or on behalf of Manulife Investment Management to any person
to buy or sell any security or adopt any investment approach, and is no indication of
trading intent in any fund or account managed by Manulife Investment Management. No
investment strategy or risk management technique can guarantee returns or eliminate
risk in any market environment. Diversification or asset allocation does not guarantee a
profit or protect against the risk of loss in any market. Unless otherwise specified, all data
{cstsourced Hom Manulife Investment Management. Past performance does not guarantee
uture results.

This material has not been reviewed by, is not registered with any securities or other
regulatory authority, and may, where appropriate, be distributed by Manulife Investment
Management Limited. Manulife, Manulife Investment Management, Stylized M Design,
and Manulife Investment Management & Stylized M Design are trademarks of The
:\{Ianufacturers Life Insurance Company and are used by it, and by its affiliates under
icense.
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