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Introduction The first half of the year unfolded in a way no one could have forecasted. After 
the signing of the long-awaited Sino-US trade pact in January, the spread of 
the COVID-19 pandemic (“pandemic”) soon roiled global asset markets, leading 
to unprecedented volatility and drawdowns. Nevertheless, the unexpected 
market dislocations have also created significant opportunities for investors 
across a wide range of asset classes.   

We believe preferred securities (“Preferreds”) are one of these compelling 
opportunities, due to both cyclical and structural factors. Cyclically, Preferreds 
have experienced a sell-off disproportionate to their underlying fundamentals, 
creating attractive entry points for active managers. Structurally, we believe 
that the inherent properties of this asset class help position it well moving 
forward. While challenging economic conditions impact most assets, 
Preferreds’ dependence on more established issuers, largely investment grade 
companies that issue Preferreds and low historical default rates all make it 
well-placed to navigate the current challenges.   

Still, this economically challenging period raises questions about the asset 
class: How will Preferreds be impacted by the current pandemic?  
How defensive will preferred issuers be, under this environment vis a vis 
previous economic downturns?  

At Manulife Investment Management, our longstanding history and deep 
expertise in Preferreds allow us to not only tap the potential of this asset 
class, but also actively manage risks. Our portfolio managers boast over 25 
years’ experience, including in important sectors such as utilities, energy and 
finance. In addition, as an established player in the market, we have access to 
the industry’s largest issuers and latest pricing information.   

As interest rates stay “lower for longer” in this complex economic environment, 
Preferreds can remain an increasingly compelling option for investors looking 
for a sustainable and attractive source of income.  
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The case for preferred securities (“Preferreds”) 

• Unexpected dislocations and opportunities from market sell-offs

• Resilience in downturns and strong diversification properties

A potential haven for active managers

• Adding value through outperformance and managing drawdowns

• Case study: How we benefitted from recent market sell-offs

Investment opportunities in utilities and financials

• Utilities: Strong potential in a traditionally defensive play

• Financials: Resilience amongst well-capitalised institutions

Our differentiated approach

• Proven fundamental-driven research process

• ESG consideration

• Expertise and access drive value for investors
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The case for Preferreds 

For investors seeking sustainable and attractive income 
in the current environment of increased market volatility, 
Preferreds offer uniquely compelling opportunities. It can 
offer some of the highest returns amongst the fixed-income 
sectors – comparable to those of high-yield bonds – and yet 
hold average credit ratings of investment grade bonds.  

Indeed, the recent market volatility has created exceptional 
opportunities in the asset class. In addition, we believe they 
will also benefit from cyclical tailwinds, structural trends, as 
well as inherent superior characteristics vis a vis other asset 
classes and income alternatives.  

Cyclical opportunities: Unexpected dislocations 
and opportunities from market sell-offs

Unique cyclical opportunities have emerged for Preferreds, 
in the wake of the significant market sell-offs in the first 
quarter. Concerns over the spread of the coronavirus resulted 
in the S&P 500 falling by over 12% in March alone, while 
increased volatility also affected credit markets, as flights-
to-safety saw investors selling out of relatively riskier debt 
into US Treasuries. The resulting volatility has also negatively 
impacted other asset markets, including Preferreds, through 
a series of cascading margin calls.

1. Valuation metrics point to buying opportunities

Preferreds issuers are typically well-capitalised companies 
(around 10% of which are in utilities and 75% in financials1) 
which use these securities to manage their balance sheet 
capital ratios. Preferreds are sold in both institutional and 
retail markets, targeting different groups of investors.  

During the pandemic-related market sell-offs, while 
Preferreds were not spared from the volatility, the 
institutional market held up relatively well, and saw 
significantly lower volatility than the retail market,  
which is generally more susceptible to movements in 
ETF markets.  

What are Preferreds?

Preferreds are subordinated, fixed-
income instruments with equity-like 
features. Some preferred securities 
pay interest income to holders; some 
preferred securities pay dividend income 
to holders. Whether interest or dividend 
income, income from preferred securities 
ranks senior in priority of payment to 
dividends paid on common stock of an 
issuer. Preferreds typically offer higher 
yields than common stock dividends and 
bond coupons. However, unlike shares of 
common stock, Preferreds usually do not 
carry voting rights.

Yield to maturity of fixed income 
(as of 30 June 2020) 

Source: Bloomberg, Manulife Investment 
Management, as of 30 June 2020. Preferred 
securities are represented by the ICE BofAML US 
All Capital Securities Index (I0CS). US High Yield 
are represented by ICE BofAML US High Yield 
Index (HOAO) . BBB Global Corporate bonds are 
represented by ICE BofAML BBB Global Corporate 
Index; US Treasuries are represented by ICE BofAML 
US Treasury & Agency Index (G0A0). For illustrative 
purposes only. Past performance is not an indication 
of future results.

82 4 60

(%)

BBB
Global Corp

Preferreds 5.12

2.38

US
treasuries

0.53

US high yield
bonds 6.98

Investment
grade

1 ICE BofAML US All Capital Securities Index, as of 30 June 2020. The securities mentioned are for illustrative purposes only, and do not 
constitute any investment recommendation or advice. It should not be assumed that an investment in these securities or equities was or 
will be profitable. Information about the asset allocation is historical and is not an indication of the future composition. 
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Chart 1: Preferreds historical spreads over US Treasury
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Chart 1: Preferreds Historical Spreads over US Treasury
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To illustrate: the spread between institutional Preferreds 
(represented by ICE BofAML US Capital Securities Index, or 
the c0cs, which is the institutional US$1,000 par preferred 
securities) and 10-year US Treasuries remained elevated at 
3.24% as at end-July, around 46 basis points above the 
long-term historical average of 2.78% (see Chart 1), 
presenting att ractive entry points for investors.  

Meanwhile, opportunities also look att ractive in another 
retail segment within Preferreds: looking at the spread 
of the ICE Bank of America Fixed Rate Preferred 
Securities Index (p0p1, which is retail preferreds) over 
10-year US Treasuries, it was well above 5% at one
point, compared to the historical average spread of
3.16% (also Chart 1).

Source: Bloomberg as of 31 July 2020. “Preferred spread” is represented by the spread of ICE BofAML US Capital Securities Index (c0cs) 
and ICE BofAML Fixed Rate Preferred Securities Index (p0p1) over 10-year US Treasuries. 
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Chart 2: Retail versus institutional 
yield-to-maturity spread
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200

180

160

140

120

100

80

60

40

20

0

31
 D

ec
 2

01
9

10
 J

an
 2

02
0

21
 J

an
 2

02
0

30
 J

an
 2

02
0

10
 F

eb
 2

02
0

19
 F

eb
 2

02
0

28
 F

eb
 2

02
0

09
 M

ar
 2

02
0

18
 M

ar
 2

02
0

27
 M

ar
 2

02
0

07
 A

pr
 2

02
0

17
 A

pr
 2

02
0

28
 A

pr
 2

02
0

07
 M

ay
 2

02
0

18
 M

ay
 2

02
0

27
 M

ay
 2

02
0

04
 J

un
 2

02
0

15
 J

un
 2

02
0

24
 J

un
 2

02
0

03
 J

ul
 2

02
0

14
 J

ul
 2

02
0

23
 J

ul
 2

02
0

Chart 2:  Retail versus institutional yield-to maturity spread 

Retail premium

2. Dislocations between retail and institutional segments
spell opportunities

The compelling opportunities created by the sell-off  can be viewed 
from another perspective: the diff erence in spreads between the 
retail and institutional markets. As explained earlier, Preferreds 
are sold in both markets and the diff erence in spreads can off er 
buying opportunities.   

Chart 2 illustrates the yield diff erential between the retail 
and institutional markets aft er the fi rst-round of sell-off . Our 
investment team has historically taken advantage of such 
market dislocations, as retail outfl ows can present rare 
buying opportunities (see more in “A potential haven for active 
managers” below). During the sell-off s, the retail spread over 
institutional hit a high of 1.86%, and has since sett led at 0.89%2.

3. Preferreds’ credit quality shows resilience

The market sell-off s also illustrated and reinforced 
our previous point that Preferreds embrace higher 
credit quality. Consider these latest developments 
in the US high-yield sector versus Preferreds – the 
latt er shows resiliency both in terms of default and 
fallen-angel risks: 

Year-to-date (June 2020)3:  

US high-yield: 60 companies 
totaling US$100 billion in bonds 
and loans defaulted. The market 
experienced US$191.4 billion in 
fallen angels (i.e. investment-grade 
companies that were subsequently 
downgraded to high yield)4. 

Preferreds: No defaults were 
recorded throughout the fi rst 
half of the year. The market has 
experienced US$566 million in 
fallen angels (only 10 out of 20 
downgrades representing US$1.5 
billion in total5).  

2 Bloomberg, Federal Reserve Bank of St. Louis, as of July 2020.
3 JP Morgan, as of 30 June 2020Total US high-yield fi xed income outstanding issuance was US $1.24 trillion at 31 December 2019 and 

grew to US$1.35 trillion by 30 June 2020. Total US Preferred securities (i0cs) outstanding issuance was US$325 billion at 31 December 
2019 and increased to US$327 billion by 30 June 2020.  

4 The fi rst quarter of 2020 witnessed $149.4 billion of fallen angels, or companies that were investment grade and subsequently 
downgraded to high yield. The second quarter experienced $42.0 billion of fallen angels (JPM data). CreditSights has identifi ed 61 
issuers as having a very high risk of downgrades to high yield, this represents $156 billion and 24 billion euros of BBB-rated debt within 
investment grade indices. 

5 Out of 537 issues when using the i0cs ICE BofA US All Capital Securities Index.

Source: Bloomberg as of 31 July 2020. “Preferred spread” is represented 
by the spread of ICE BofAML US Capital Securities Index (c0cs) and ICE 
BofAML Fixed Rate Preferred Securities Index (p0p1) over 10-year US 
Treasuries. Retail premiums are the diff erence between p0p1 and c0cs. 
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4. More favourable tailwinds ahead

Preferreds have lagged in this recovery relative to US and global 
corporate bond indices. The US Federal Reserve’s program has led to 
strong returns in the US corporate bond market. Chart 3 shows that 
retail Preferreds (represented by BofA Core Plus Fixed Rate Preferred 
Security, p0p4) are currently trading at a discount to par, unlike the 
US Corporate Index trading at an 11% premium. We believe these 
high relative yields, combined with attractive valuations, can offer 
favourable tailwinds for the asset class (see Chart 3).  

The investment case for Preferreds is not just 
limited to compelling cyclical entry points or 
positive tailwinds. The structural features of the 
asset class are also equally impressive: quality 
companies issuing with lower default rates, strong 
performance during economic downturns, and the 
potential for enhanced portfolio diversification. 
Preferreds can also occupy a unique spot in 
portfolios for investors searching for income.

“ “
Chart 3: Preferred securities boast attractive relative valuation (as of 30 June 2020) 

Index Price
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Fixed Rate 
Preferred Security
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Chart 3: Preferred securities boast a�ractive relative valuation (as of 30 June 2020)

Source: Bloomberg, as of 30 June 2020. Diversification does not guarantee a profit nor protect against loss in any market.
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Structural opportunities: Resilience in 
downturns and strong diversification properties 

The investment case for Preferreds, however, is not just 
limited to compelling cyclical entry points or positive 
tailwinds. The structural features of the asset class are 
also equally impressive: quality companies issuing with 
lower default rates, strong performance during economic 
downturns, and the potential for enhanced portfolio 
diversification – the last being especially important benefit 
as correlations fluctuate in markets. It can also occupy a 
unique spot in portfolios for investors searching for income. 

1. Resilience in economic downturn over the last
three decades

One key benefit of Preferreds is the ability to get exposure 
to strong, stable companies. As mentioned earlier, many 
Preferred issuers are established utilities and financial 
firms which use the proceeds for investments and internal 
operations. In particular, the case for financials has notably 
improved, on the back of post-Global Financial Crisis reforms 
that have strengthened banks’ balance sheets and increased 
the cushion for capital losses in an economic downturn. 
Because of this, Preferreds have historically seen lower 
default rates (see Chart 4). Over the past 30 years, default 
rates for Preferreds were lower than global high-yields and 
even global investment-grade bonds.   

At the same time, Preferreds also tend to outperform 
in periods of economic downturns. Over the past three 
recessions in the US since 1990, Preferreds have displayed 
attractive performance versus other asset classes over this 
time period (see Chart 5). However, the Global Financial 
Crisis did hit Preferreds unusually hard, given that 
approximately 75% of the universe is financial companies. 

Chart 4: 30-year default rates for 
income-yielding instruments
Chart 4: 30-year default rates for income-yielding instruments
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30-year (1990-2019) default rates are given. Global 
high yield bonds and global investment grade bonds 
default rate are sourced from Moody’s Investor Service, 
as of 31 December 2019. Preferred Securities default 
rate from 1990 to 2017 are sourced from Moody's 
Investors Service, Preferred Securities default rate from 
2018 to 2019 calculated the $25 Par preferreds market, 
sources from Bloomberg, as of 31 December 2019. 
Manulife Investment Management calculated Preferreds 
default rates for 2018 and 2019.

Global Investment Grade Corporate Bonds

Preferred Securities

Global High Yield Bonds

0.09%
0.33%

4.06%
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*Annualised returns.   

Source: Bloomberg, Manulife Investment Management. As of 30 Sept 2019. Preferred Securities = ICE BofAML Fixed Rate Preferred 
Securities Index; High Yield Bonds = ICE BofAML US High Yield Index; US IG (Investment Grade) Bond = Bloomberg Barclays US 
Aggregate Bond Index; US Equities = S&P 500 Index. Past performance is not indicative of future returns.

Chart 5: Preferreds excel in challenging economic environments  Chart 5: Preferreds excel in challenging economic environments 

Preferred securities performance since 1990
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1990-1991 recession* 
Jul 1990 – Mar 1991 (8 months)

Preferreds: 15.28%
HY Bonds: 11.78%
US IG Bonds: 12.11%
US Equities: 10.29%

Dot.com bubble* 
Mar – Nov 1991 
(8 months)

Preferreds: 9.53%
HY Bonds: -3.29%
US IG Bonds: 8.41%
US Equities: -9.58%

Global Financial Crisis* 
Dec 2007 – Jun 2009 (19 months)

Preferreds: 17.33%
HY Bonds: -2.86%
US IG Bonds: 4.69%
US Equities: -24.16%

* Annualised returns.  Source: Bloomberg, Manulife Investment Management. As of 30 Sept 2019. Preferred Securities = ICE BofAML Fixed Rate Preferred Securities Index; High Yield Bonds= ICE 
BofAML US High Yield Index; US IG (Investment Grade) Bond = Bloomberg Barclays U.S. Aggregate Bond Index; US Equities = S&P 500 Index.
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2. Diversification across markets and within the asset class

Finally, as correlations increase across markets, Preferreds have traditionally added ballast to investors’ 
portfolios, particularly with major equity and fixed income asset classes (see Chart 6).    

Source: Bloomberg. Correlation coefficient is calculated based on weekly performance of indices shown to represent asset classes from 
31 Dec. 2009 to 31 Dec. 2019. It is not possible to invest directly into an index. For illustrative purposes only. Correlation ranges from +1 
(perfect positive correlation) to -1 (perfect negative correlation). Low correlation refers to correlation coefficient equal to or smaller than 
0.5, moderate correlation between 0.5 and 0.75 (inclusive), and high correlation above 0.75.  

Asset classes represented by: Preferred securities = A 50/50 blend of ICE BofAML US All Cap Securities Index and ICE BofAML Fixed 
Rate Preferred Securities Index, US Equities = S&P 500 Index, Global IG Bonds = Bloomberg Barclays Global Aggregate Index, EM USD 
Bonds = Bloomberg Barclays EM USD Aggregate Index, US High Yield = ICE BofAML US High Yield Index. 
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Chart 6:  Correlations of Preferreds with other major asset classes 

Time period: 07 July 2010 to 30 June 2020
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Source: Bloomberg. Correlation coe�cient is calculated based on weekly performance of indices shown to represent asset classes from 31 Dec. 2009 to 31 Dec. 2019. It is not possible to 
invest directly into an index. For illustrative purposes only. Correlation ranges from +1 (perfect positive correlation) to -1 (perfect negative correlation). Low correlation refers to correlation 
coe�cient equal to or smaller than 0.5, moderate correlation between 0.5 and 0.75 (inclusive), and high correlation above 0.75. 

Asset classes represented by: Preferred securities = A 50/50 blend of ICE BofAML US Cap Securities Index and ICE BofAML Fixed Rate Preferred Securities Index, US Equities = S&P 500 
Index, Global IG Bonds = Bloomberg Barclays Global Aggregate Index, EM USD Bonds = Bloomberg Barclays EM USD Aggregate Index, US High Yield = ICE BofAML US High Yield Index. 

Chart 6: Correlations of Preferreds with other major asset classes
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Source: BofA Global Research

Chart 7: Preferreds in a company’s capital structure

Source: BofA Global Research. Diversification does not guarantee a profit nor protect against loss in any market.

Diversification within Preferreds 

The Preferreds’ universe comprises a variety of different payment ranks, ranging from equity securities to 
hybrid securities and fixed income securities. Chart 7 shows the traditional capital structure on the left and 
the Preferreds structure on the right. At the top of the capital structure are senior notes or “baby bonds”.  
A large part of the market is made up of junior subordinated debt, or “junior subs”. These Preferreds are  
Trust or Hybrids.  

At the bottom of the capital structure, just above a company’s stock are preferred shares, also called 
preferred stocks. These securities pay dividends, unlike the rest of the Preferreds market which pays interest.

We can invest in all types of Preferreds, but with a limit of 30% in preferred shares to minimise tax 
implications for investors.  

Preferreds sit above equities in the capital structure, and are junior to (or below) senior bonds (see Chart 7).  

Capital structure

Senior secured debt

Senior secured debt

Preferred structures

Senior notes / Baby bonds

Subordinated debt

Junior subordinated debt Trust preferreds (TruPS)

Hybrids and 
junior sub deferrable debt

Preferred DRDs, 
REITs, and ADRs/ADS

Junior, 
Junior subordinated debt

Preferred shares

Common shares

Chart 7: Preferreds in a company’s capital structure

Source: BofA Global Research
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Preferreds offer unique strengths versus other asset classes, 
especially for income investors 

Because the asset class has both bond and equity characteristics, its risk and 
return profile is usually between the two. Over the last 10 years, Preferreds have 
outperformed global fixed income with nearly the same standard deviation, while 
returning approximately 50% of the S&P 500 with less than half the standard 
deviation (see Chart 8).  

This shows that adding Preferreds can help boost yields and return. Further, when 
compared to the industry’s largest ETF, adding institutional par securities can help 
dampen volatility. 

Chart 8: Preferreds’ performance and risk properties versus 
other asset classes

Date: 30 June 2020

Chart 8: Preferreds’ performance and risk properties versus other asset classes

10-year standard deviation 10-year return

123 6 90 15

S&P 500 

iShares Preferred
and Income ETF

Preferred Securities

Bloomberg Barclays
Global Aggregate Index 2.81%

5.47%

7.08%

13.99%

4.67

5.76

7.85

13.42

Source: Morningstar, as of 30 June 2020. A 50/50 blend of c0cs (institutional Preferreds) and p0p1 (retail Preferreds) are used as the 
proxy for Preferreds.
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Chart 9: Preferreds’ performance during flat or declining interest rate periods
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22.82%

Chart 9: Preferreds’ performance during 	at or declining interest rate periods 
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Flat

Period
16 May 2000 – 2 Jan 2001

ICE BofAML Fixed Rate Preferred Securities Index (Annualised price return %)

US Fed Fund 
Rate Trend
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5.07%

Period
29 Jun 2006 – 17 Sep 2007

Under the current “lower for longer” interest rate environment, investors have been 
seeking investment instruments that offer attractive yield, especially in an increasingly 
complex environment. Therefore, from a secular approach, an important value 
proposition for investing in Preferreds is access to higher-yielding opportunities, 
under the current low-to-zero rates environments, and across different market cycles.

Chart 9 shows that Preferreds have historically performed well in periods of easing,  
or when the US Federal Reserve is on a pause. As rates have fallen globally, the 
demand for Preferreds is likely to increase as investors continue their aggressive 
search for yields.

Source: Bank of America Merrill Lynch and Bloomberg, as of 30 June 2020. Annualised total returns in US dollars. Past performance 
is not an indicative of future performance. The oldest benchmark for Preferreds (ICE BofAML Fixed Rate Preferred Securities Index) was 
used for longer term research.
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Active management is key to tapping into the vast investment opportunities 
off ered by Preferreds. This has been demonstrated not only in short-term 
cyclical challenges, but also over the longer term through a range of 
market environments.  

We can start by again examining the period of market sell-off s, using 
the industry’s largest preferred security ETF (PFF) as shown in Chart 10. 
The daily and net fl ow are illustrated in green and blue.  

As can be seen, there was massive selling started on 21 February and 
continued throughout most of March, causing a major dislocation between 
retail and institutional Preferreds markets. This scenario presented a 
golden opportunity for active managers to add value by taking tactical 
positions in the market. 

Year-to-date fl ows for PFF are currently back to positive territory, 
standing at US$153 million as of end-July.  

Chart 10:  PFF �ows hurt performance during sell down but recovered: January 2020 to July 2020
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Chart 10: Preferreds ETF market (PFF) fl ows hurt performance during sell-off  but recovered 

Over the past decade, Preferreds 
returned nearly 50% of the 
S&P 500, with maximum 
drawdowns of 10.21% and 
19.60% respectively (see Chart 
11). Furthermore, Preferreds 
recovered fairly quickly in only 
two months. In comparison, 
the S&P 500 took three months, 
while global bonds took 17 
months. The recent drawdowns 
have off ered rich opportunities 
for active managers. 

“

“
Source: Bloomberg, as of 14 August 2020. 
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Chart 11:  Maximum drawdown in di�erent asset classes  
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-19.60%S&P 500 3 months 1 Jan 2020

-7.66%Bloomberg Barclays Global Agg 17 months 1 July 2014

Maximum drawdown peak date

Chart 11: Maximum drawdown in different asset classes

Chart 12: Company “A” price chart and yield-to-maturity (year-to-date)  
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Zooming out into a longer horizon, over the past decade, Preferreds returned nearly 50% of the S&P 500, with 
maximum drawdowns of 10.21% and 19.60% respectively (see Chart 11). Furthermore, Preferreds recovered fairly 
quickly in only two months. In comparison, the S&P 500 took three months, while global bonds took 17 months.  

Source: Bloomberg, as of 30 June 2020. The above example is for illustration purposes only.

The recent drawdowns offered rich opportunities for active managers. Indeed, the dislocations in March 2020 
produced strong buying opportunities for quality companies. For example, Company A (A name we’ve already owned 
and we historically add to when the market sells off irrationally) is in the communications and internet space, and 
generates consistent cash flows to pay off debt obligations. Its business is also less affected by the pandemic, given 
increased demand for internet services during this period.

The company’s bonds traded marginally lower during the market volatility; however, its Preferreds fell by around 20% 
(see Chart 12). We took the opportunity to add to the security near the market bottom around US$20, a steep 
discount to par, with a yield-to-maturity of over 8%. In a few months’ time, Company A’s share price rebounded by 20%.    

Chart 12: Company “A” price chart and yield-to maturity (year-to-date)

Source: Bloomberg, as of 31 July 2020. 10 years as of 30 June 2020, a 50/50 split of The ICE BofAML US Capital Securities Index and 
The ICE BofAML Fixed-Rate Preferred Securities Index was used as i0cs started in 2012. This material does not constitute an offer or an 
invitation by or on behalf of Manulife Investment Management (US) to any person to buy or sell any security. This material should not be 
viewed as a current or past recommendation or solicitation of an offer to buy or sell any investment products or to adopt any investment 
strategy. Technology does not promise any level of performance or guarantee against loss of principal. Past performance is not indicative 
of future results.

The above example is for illustration purpose only.
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Our differentiated approach to Preferreds

Manulife Investment Management boasts a long history 
and significant presence in the Preferreds space, having 
started investing in the asset class since 1989.   

Our Preferreds Income Team6  

A seasoned investment firm 
With assets under management (AUM) of US$406 billion 
and offices in 17 countries and territories, Manulife 
Investment Management is one of the world’s largest 
investment managers.   

Deep experience 
Our dedicated portfolio managers have an average of 
over 25 years’ experience, supported by a 37-person 
(14 based in Boston, 5 based in Toronto and 18 based in 
Asia) credit research team and a dedicated bank team.  

Longstanding track record 
Our Preferreds Income strategy was launched way  
back in 2002.  

A leading player 
With AUM of over US$4.9 billion in Preferreds strategy, 
Manulife Investment Management is a major player in 
the asset class.  

Over the years, we have developed a rigorous and high-
quality approach to assessing Preferreds.  This approach 
leverages the latest information in our proprietary 
selection framework, as well as on the deep expertise of 
our team.   

We believe that building a diversified portfolio of high-
quality securities at above-average yields can generate high 
levels of income and help protect investors’ capital. In sum, 
we aim to invest in issuers holding five key attributes: 

Chart 13: Manulife investment management’s selection criteria for Preferreds  

1
Enduring business models  

A majority of preferreds are utility and nancial issuers. 
The industry mix of the smaller convertible preferred 
market is more diverse. Most of our a�ention is spent on 
utilities and nancials with multi-decade track records. 

2
Strong balance sheets 

We favor issuers which rank in the upper two-thirds of 
their industries with respect to balance sheet health. We 
have a distinct preference for higher-quality balance 
sheets. Interest coverage and debt-to-EBITDA are key 
metrics we use to help nd these high-quality companies.

3
Sustainable free cash �ow 

The team looks for sustainable and defensive free 
cash ows. 

4
Solid management teams 

Investing in companies with management teams that 
have long track records of delivering strong performance.  

5
ESG ratings

ESG analysis has been woven throughout the research 
process for over three years.  

Chart 13: Manulife Investment Management’s 
selection criteria for preferreds 

6 Manulife Investment Management, MFC Statistical Information Package, as of 30 June 2020. AUM includes assets managed by the 
institutional asset management arm of Manulife Investment Management on behalf of external clients, the Insurance business and other 
affiliated businesses, as well as US$316M of unfunded committed capital of Manulife IM Private Markets (US) LLC. The methodologies 
used to compile the total assets under management are subject to change and may not reflect regulatory AUM as reported on certain 
affiliates Form ADV. 

The above example is for illustration purpose only.
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1. Proven fundamental-driven
research process

Fundamental research is the 
driving force behind our successful 
Preferreds Investment process. 
The analysis draws on the deep 
strengths of Manulife Investment 
Management’s fixed income team, 
which boasts over 160 investment 
professionals, including 37 credit 
research analysts based in  
North America and Asia as of 
30 June 2020.  

Fixed income analysts for 
corporate credit are organised 
by industry and sector, covering 
the entire quality spectrum. 
As companies move between 
investment-grade and non-
investment grade status, 
analysts maintain the research 
base necessary to intimately 
comprehend each company, 
its management team and its 
competitive position in  
the industry.  

Our analysts focus their efforts 
on selecting issues which the 
investment team believes offer the 
most value-added potential, and 
performing intensive fundamental 
analysis prior to any purchase. 
The analysis integrates a range of 
different inputs: a bond’s potential 
return, credit risk, interest rate 
risk, structure and supply/demand 
features are all carefully evaluated 
within the framework of  
other alternatives.  

The analyst team recommends 
ideas based on numerous 
valuation metrics, including 
financial statement analysis, as 
well as qualitative issues such 
as competitive position and 
assessment of management. 
Analysts are directly responsible 

for following securities in their 
sector that are owned within 
portfolios, for interpreting changes 
and anticipating new information.  
Once purchased, analysts perform 
ongoing analysis and review of 
individual holdings, to monitor 
factors that may change the 
team’s outlook.  

The Preferreds Income team uses 
a multi-step process to identify 
and research equity, preferred 
equity and fixed income securities 
for inclusion in the portfolio. 
The team seeks to construct a 
diversified portfolio to effectively 
manage risk and volatility. 

2. ESG emerging as a key
selection criterion

As with all asset classes, ESG  
is an integral part of our  
Preferreds investment process.  
This is particularly so as utilities 
and financials have traditionally 
comprised a large part of  
Preferreds issuance.  

ESG considerations play a huge role 
in utilities due to its legacy in using 
“dirty” energy such as coal. We view 
this issue seriously as we look for 
a longer-term shift to clean energy, 
which holds benefits for both our 
investors as well as the environment.   

Manulife Investment Management 
has a robust ESG policy, which 
outlines our belief that ESG factors 
contribute to the overall profile of an 
investment, and that management of 
ESG risks and opportunities can lead 
to long-term sustainable returns. 
We are committed to integrating 
ESG analysis into our existing 
fundamental research processes, 
and view ESG as a natural 
complement to our strengths as a 
boutique active investment manager.  

Our ESG Research and Integration 
Team (of eight dedicated members) 
supports investment analysts and 
portfolio managers, to better identify 
relevant ESG factors in making 
investment decisions, and to identify 
investee companies suitable for our 
ESG engagement program. 

Over the years, we have 
developed a rigorous and  
high-quality approach 
to assessing Preferreds. It 
leverages the latest information 
in our proprietary selection 
framework, as well as on the 
deep expertise of our team.

Fundamental research is 
the driving force behind 
our successful Preferreds 
Investment process. The 
analysis draws on the 
deep strengths of Manulife 
Investment Management’s 
fixed income team, which 
boasts over 160 investment 
professionals, including 37 
credit research analysts based 
in North America and Asia. 

We view ESG analysis as a 
natural complement to our 
strengths as a boutique active 
investment manager. 

“
“
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Chart 14: Manulife Investment Management’s ESG approach to Preferreds

Engagement

• Engagement enables be�er
understanding of companies’ risk
mitigation activities and changes to
their risk/return pro�le

• We participate in private and
collaborative engagements

Chart 14: Manulife investment management’s ESG approach to preferred securities  

1
ESG Due Diligence

ESG Integration Approach

• ESG analysis supports be�er informed
decisions for active investing

• Investment teams apply industry and
regional expertise to assess material
ESG factors

Decision

• Understanding ESG factors enhances
the assessment of companies
risk/reward pro�les, and thus
potential returns

• Investments in companies with
elevated ESG risks may be
appropriate depending on the strategy

Resources

• Investment teams have access to
specialised third party ESG research
and data, periodic ESG trainings, and
dedicated internal ESG specialists

2
ESG Risk Monitoring

Daily Risk Reporting

• Daily reports highlight the
highest-risk names for each strategy

• Pre-trade acknowledgement required
to invest in companies with
aggressive accounting practices

ESG Risk Reviews

• Investment teams have quaterly
portfolio reviews with the ESG team to
discuss their investment approach to
ESG issues at the company and
portfolio level

Portfolio Analysis Reports

• Portfolio monitoring helps to analyse
ESG performance

• Highlights portfolio trends versus the
benchmark and exposure to thematic
ESG risks/opportunities

3
Active Ownership

Proxy Voting 

• ESG analysts provide views on
ESG-related ma�ers

• Investment teams will override
external proxy service provider’s
recommendation when in the best
interest of clients

Ongoing Review

• Follow-up meetings are considered
based on evidence of company
progress, signi�cance of investment
for overall portfolio, etc.

For illustrative purposes only.
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Expertise and access drive value for investors

The Preferreds team’s deep experience and expertise in the 
industry is integral towards securities selection and creating 
opportunities for investors.    

Co-portfolio managers Joseph Bozoyan (Joe) and Bradley Lutz 
(Brad) lead the team, while Richard Baker (Rick) is our client 
portfolio manager. 

Joe has previously served as a managing director and senior 
investment analyst on Manulife’s Intrinsic Value Team, providing 
dedicated research for all strategies managed by that team. Joe 
has deep experience in the energy, utilities, and REITs sectors.  

Brad was previously our senior investment analyst, working 
on the fixed income strategies. His expertise is in the power 
& utility, aerospace & defence, and industrial sectors. Brad 
also manages the synthetic corporate at the collateralised 
debt obligation (CDO) product group and most recently, at 
Declaration Management & Research – an affiliate of Manulife 
Investment Management.  

Rick works with the US-based fixed income investment 
teams to support our client facing teams, ensuring effective 
communication and positioning of our investment strategies 
with clients, prospects and consultants.  

The diverse wealth of skills, talent and experience creates an 
ideal environment for the team to maximise its potential in 
managing the asset class. 

The Preferreds team

Richard Baker 
Client portfolio manager

Joseph Bozoyan   
Co-portfolio manager

Bradley Lutz 
Co-portfolio manager

Our differentiated approach to Preferreds



Investment 
opportunities 
in utilities and 
fi nancials

Having discussed the unique 
opportunities that the Preferreds 
markets off er, coupled with 
Manulife Investment Management’s 
unrivalled experience and expertise 
in the asset class, let us now 
explore the outlook in two key 
sectors: utilities and fi nancials.

A. Electric utilities: Strong
potential in a traditionally
defensive play

Regulated electric utilities, one of 
the largest issuers of Preferreds, 
are known for their defensive 
nature in economic downturns. 
This is because while other 
sectors may face a signifi cant 
deterioration in demand as 
economy activity slows, demand 
for electricity stays relatively 
stable throughout the various 
stages in the business cycle. 

Investment opportunities in utilities and fi nancials

While this traditional economic 
resilience is usually refl ected in 
market prices of utility Preferreds, 
this did not hold in the extreme 
market volatility experienced in 
February and March this year. 
Indeed, utilities saw substantial 
downward pressure amid 
the market sell-off s then, as 
correlations for the diff erent 
assets converged (towards 
perfect correlation among price 
movements). Utility equity and 
bond prices have begun to recover, 
as the extreme volatility levels 
have since receded, with investors 
starting to search for yield and 
defensive sectors again.  

As investors look to this 
traditional haven of utilities in 
an economically challenging 
environment, how will the unique 

Chart 15: 2020 S&P 500 sector performance and EPS revisionsChart 15: 2020 S&P sector performance and EPS revisions  
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Price Return
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S&P 500 Index
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-7.05%

-15.50%
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-8.04%

-4.04%
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$45.52
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$13.33
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$196.70
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$18.07

$86.69

$34.76
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$54.58
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$14.47

$13.60

$26.57

$210.38

$23.18

$16.22

$66.27

($1.00)

$69.07

$17.13

$29.70

$17.99

$7.53

$10.70

$14.61

$126.86

$31.88

$17.21

$76.49

$8.56

$79.57

$36.03

$32.05

$32.29

$9.20

$11.85

$18.79

$163.34

$37.73

$18.22

$84.84

$18.26

$83.42

$44.61

$34.86

$38.68

$10.66

$12.54

$20.84

$187.71

-39.4%

-1.8%

-10.0%

-104%

-6.7%

-61.4%

-7.3%

-55.8%

-22.2%

-15.8%

-30.4%

-29%
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Financials

Utilities
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Energy

IT

Consensus EPS as of 31 Dec 2019 Consensus EPS as of 30 Jun 2020

Source: FactSet, as of 30 June 2020. 

Portfolio Insights | Q3 2020 For Distributors, Institutional/Professional Investors’ Use Only.20



Investment opportunities in utilities and financials

healthcare and consumer staples 
only decreased by 1.7% and  
7%, respectively7. 

In addition, utilities are seeing 
its lowest valuation since the 
early 2000s, based on historical 
price-to-earnings (P/E). There are 
also wide valuation gaps against 
US treasuries and the Moody’s 
Bond index. Based on the current 
interest rate outlook and market 
P/E, the sector is approaching 
its lowest relative valuation since 
the 2000 tech bubble, with its 
sharpest slide to a substantial 
margin in 30 years.

B. Financials: Resilience 
amongst well-capitalised 
institutions

We also believe that financial 
services companies, another 
significant issuer of Preferreds, 
are currently well-positioned, 
primarily given their strong 
balance sheets.   

The current strength of US 
financial institutions is due to the 
reforms which took place after 
the Global Financial Crisis. The 
government compelled banks to 
tighten their lending standards 
because of their weak balance 
sheets, and to hold additional 
capital against potential losses. 
As a result, banks’ capital levels 
are at all-time highs, which is 
especially important since they 
now support their customers 
through the pandemic-related 
economic disruptions.  

In fact, we have seen 
announcements from large and 
small cap banks on plans to 
support their customers, including 
a pledge from banks to suspend 

share buybacks, with some even 
expanding dividend buybacks.   

Insurance companies, regulated 
by the states where they operate, 
are similarly well-positioned from a 
balance sheet standpoint. Property 
and casualty (P&C) insurance 
companies are benefitting from 
increases in premiums paid, as 
these companies have been raising 
prices owing to years of higher-
than-expected claims.  

We are therefore seeing a lot of 
value in the financial services 
sector, as we believe the  
market is not giving these 
securities due credit for their 
strong fundamentals.   

Utilities

Overall, we have a positive 
view on the electric utilities 
sector over the short to 
medium term, due to its 
underperformance trailing 
defensive sectors, as well as 
positive valuations. 

Financials

We believe that financial 
services companies, 
another significant issuer of 
Preferreds, are currently well-
positioned, primarily given 
their strong balance sheets. 

We have seen announcements 
from large and small cap 
banks on plans to support 
their customers, including  
a pledge from banks to 
suspend share buybacks, 
with some even expanding 
dividend buybacks.  

“

“
economic challenges of the 
pandemic impact this sector? 
How defensive will the sector’s 
earnings be, compared to previous 
economic downturns?  

Overall, we have a positive view 
on the electric utilities sector 
over the short to medium term, 
primarily because of their very 
positive fundamentals but also due 
to its underperformance trailing 
defensive sectors, as well as 
attractive valuations.  

Utilities have trailed every other 
defensive sector except energy, 
despite the lowest earnings per 
share (EPS) revisions of any sector 
in the S&P 500 in the current 
market environment8. During the 
early stages of the pandemic and 
the market sell-offs, there were 
concerns that electricity utility 
demand may significantly 
decrease, as stay-at-home orders 
would decrease consumption 
among commercial end-users such 
as restaurants and office. While 
demand from the commercial 
sector did fall, residential demand 
– a higher margin business – 
increased as most of the US 
population started working from 
home. This shift in demand is 
reflected in the minimal change in 
forecast to the utilities sector 
earnings – in line with an expected 
decrease of 1% in 2020 and 2021.  

Indeed, despite being a defensive 
sector, EPS revisions are less than 
-1.8% in 2020, while utilities 
remain down around 12.6%, 
underperforming major indices 
such as the S&P 500  
(see Chart 15). Other defensive 
sectors have remained resilient 
under market pressure:  

7 FactSet, as of 30 June 2020. 
8 Bank of America report, 1 July 2020.  
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Conclusion

Conclusion As we move into an increasingly complex market environment, with low to 
zero interest rates and high volatility, investors are seeking assets that offer 
attractive yields as well as strong diversification potential. Preferreds as an 
asset class offers this unique opportunity. 

The volatility and uncertainty earlier this year has not spared Preferreds.  
Indeed, Preferreds declined along with other asset classes during the 
drawdowns in the selloff.  This volatility, however, has produced attractive 
opportunities for investors, as evidenced by the long-term fundamental 
characteristics of the asset class.   

Manulife Investment Management is uniquely positioned to help investors take 
advantage of these opportunities.  Our established position in the Preferreds 
market, coupled with our experienced team, has produced impressive results 
for investors. We are confident this will remain as our differentiated approach 
and deep expertise had served us well all these years.    
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The ICE BofAML Fixed-Rate Preferred Securities Index (p0p1, $25 par preferred) tracks the performance of investment-grade only, fixed-rate US dollar-denominated 
preferred securities issued in the US domestic market, inception 1989. 

The ICE BofAML Fixed-Rate Core Plus Preferred Securities Index (p0p4, $25, $50 and $100 par preferreds) tracks the performance of fixed-rate US dollar-
denominated preferred securities issued in the US domestic market. 

The ICE BofAML US Capital Securities Index (c0cs, $1,000 par preferred) is a subset of the BofAML US Corporate Index including all fixed-to-floating rate, perpetual 
callable and capital securities. 

ICE BofAML US All Capital Securities Index (i0cs) is a subset of the BofAML US Corporate Index including all fixed-to-floating rate, perpetual callable and capital 
securities, inception since 2012. 

The ICE BofAML US Corporate Index (C0A0) tracks the performance of US dollar-denominated investment-grade corporate debt publicly issued in the US domestic 
market.  

ICE BofAML US High Yield Index (HOAO) tracks the performance of US dollar denominated below investment grade rated corporate debt publicly issued in the US 
domestic market. 

ICE BofAML BBB Global Corporate Index, a subset of the ICE BofA US Corporate Master Index tracking the performance of US dollar denominated investment grade 
rated corporate debt publicly issued in the US domestic market. 

ICE BofAML US Treasury & Agency Index (G0A0) tracks the performance of US dollar denominated US Treasury and non-subordinated US agency debt issued in 
the US domestic market.  

Bloomberg Barclays US Aggregate Bond Index is a broad-based flagship benchmark that measures the investment grade, US dollar-denominated, fixed-rate taxable 
bond market. The index includes Treasuries, government-related and corporate securities, MBS (agency fixed-rate pass-throughs), ABS and CMBS (agency and 
non-agency). 

Bloomberg Barclays EM USD Aggregate Index is a flagship hard currency Emerging Markets debt benchmark that includes USD-denominated debt from sovereign, 
quasi-sovereign, and corporate EM issuers. 

S&P 500 Index – A stock market index based on the market capitalizations of 500 large companies having common stock listed on the NYSE or NASDAQ. 

Index definition 
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Disclaimer

A widespread health crisis such as a global pandemic could cause substantial market volatility, exchange trading suspensions and closures, and affect portfolio 
performance. For example, the novel coronavirus disease (COVID-19) has resulted in significant disruptions to global business activity. The impact of a health crisis 
and other epidemics and pandemics that may arise in the future, could affect the global economy in ways that cannot necessarily be foreseen at the present time. 
A health crisis may exacerbate other pre-existing political, social and economic risks. Any such impact could adversely affect the portfolio’s performance, resulting 
in losses to your investment 

Any performance information shown is the investment strategy composite gross of fees, including advisory and investment management fees and other expenses 
an investor would incur, but net of transaction costs, unless otherwise noted; deduction of such expenses would reduce returns. Past performance is not indicative 
of future results. Net performance results reflect the application of the highest incremental rate of the standard investment advisory or management fee schedule 
to gross performance results, unless otherwise indicated. Changes in exchange rates may have an adverse effect. Actual fees may vary depending on, among 
other things, the applicable fee schedule, portfolio size and/or investment management agreement. For example, if $100,000 were invested and experienced a 
10% annual return compounded monthly for 10 years, its ending value, without giving effect to the deduction of advisory or investment management fees, would be 
$270,704 with annualized compounded return of 10.47%. If an advisory or investment management fee of 0.95% of the average market value of the account were 
deducted monthly for the 10-year period, the annualized compounded return would be 9.43% and the ending dollar value would be $246,355. Unless otherwise 
noted, returns greater than one year are annualized; calendar year returns for each one year period end in December. Discrepancies may occur due to rounding. 

Performance information shown is generally for discretionary strategies/solutions and managed by a Manulife entity which is GIPS compliant and falls under the 
definition of a corresponding Manulife GIPS firm.  Some investment strategies/solutions may not be included in a GIPS compliant firm under certain circumstances, 
e.g., SMA/UMA business in Canada or UMA models in the US.  

Any characteristics, guidelines, constraints or other information provided for this material is representative of the investment strategy and is provided for illustrative 
purpose only. They may change at any time and may differ for a specific account. Such information presented was selected by the firm as a representative account 
that is deemed to best represent the investment strategy. Each client account is individually managed; actual holdings will vary for each client and there is no 
guarantee that a particular client’s account will have the same characteristics as described herein. Any information about the holdings, asset allocation, or sector 
diversification is historical and is not an indication of future performance or any future portfolio composition, which will vary. Portfolio holdings are representative 
of the strategy, are subject to change at any time,  are not a recommendation to buy or sell a security, do not represent all of the securities purchased, sold 
or recommended for the portfolio. It should not be assumed that an investment in these securities was or will be profitable. Top ten holdings information 
combines share listings from the same issuer, and related depositary receipts, into a singular holding to accurately present aggregate economic interest in the  
referenced company.  

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 nor protect against loss in any market. The indices referenced herein are broad-based securities 
market indices and used for illustrative purposes only. The indices cited are widely accepted benchmarks for investment performance within their relevant regions, 
sectors or asset classes, and represent non-managed investment portfolios. 

If derivatives are employed, note that investing in derivative instruments involves risks different from, or possibly greater than, the risks associated with investing 
directly in securities and other traditional investments and, in a down market, could become harder to value or sell at a fair price. 

Source for information shown is Manulife Investment Management, unless otherwise noted. 

Investment Considerations 
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© 2020 Manulife Investment Management. All rights reserved. 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. 

This confidential document is for the exclusive use of the intended institutional investor or their agents and may not be transmitted, reproduced or used in  
whole or in part for any other purpose, nor may it be disclosed or made available, directly or indirectly, in whole or in part, to any other person without our prior 
written consent.  

About Manulife Investment Management 

Manulife Investment Management is the global wealth and asset management segment of Manulife Financial Corporation. We draw on more than 150 years of 
financial stewardship to partner with clients across our institutional, retail, and retirement businesses globally. Our specialist approach to money management 
includes the highly differentiated strategies of our fixed-income, specialized equity, multi-asset solutions, and private markets teams—along with access to 
specialized, unaffiliated asset managers from around the world through our multimanager model. 

These materials have not been reviewed by, are not registered with any securities or other regulatory authority, and may, where appropriate, be distributed 
by the following Manulife entities in their respective jurisdictions. Additional information about Manulife Investment Management may be found at  
www.manulifeim.com/institutional 

Australia: Hancock Natural Resource Group Australasia Pty Limited., Manulife Investment Management (Hong Kong) Limited. Brazil: Hancock Asset Management 
Brasil Ltda. Canada: Manulife Investment Management Limited, Manulife Investment Management Distributors Inc., Manulife Investment Management (North 
America) Limited, Manulife Investment Management Private Markets (Canada) Corp. China: Manulife Overseas Investment Fund Management (Shanghai) Limited 
Company. European Economic Area and United Kingdom: Manulife Investment Management (Europe) Ltd. which is authorised and regulated by the 
Financial Conduct Authority, Manulife Investment Management (Ireland) Ltd. which is authorised and regulated by the Central Bank of Ireland Hong Kong: 
Manulife Investment Management (Hong Kong) Limited. Indonesia: PT Manulife Aset Manajemen Indonesia. Japan: Manulife Investment Management (Japan) 
Limited. Malaysia: Manulife Investment Management (M) Berhad (formerly known as Manulife Asset Management Services Berhad) 200801033087 (834424-U) 
Philippines: Manulife Asset Management and Trust Corporation. Singapore: Manulife Investment Management (Singapore) Pte. Ltd. (Company Registration No. 
200709952G) South Korea: Manulife Investment Management (Hong Kong) Limited. Switzerland: Manulife IM (Switzerland) LLC. Taiwan: Manulife Investment 
Management (Taiwan) Co. Ltd. United States: John Hancock Investment Management LLC, Manulife Investment Management (US) LLC, Manulife Investment 
Management Private Markets (US) LLC and Hancock Natural Resource Group, Inc. Vietnam: Manulife Investment Fund Management (Vietnam) Company Limited.  

No Manulife entity makes any representation that the contents of this presentation are appropriate for use in all locations, or that the transactions, securities, 
products, instruments or services discussed in this presentation are available or appropriate for sale or use in all jurisdictions or countries, or by all investors or 
counterparties. All recipients of this presentation are responsible for compliance with applicable laws and regulations. 

Any general discussions or opinions contained within this document regarding securities or market conditions represent the view of either the source cited or 
Manulife Investment Management as of the day of writing and are subject to change. There can be no assurance that actual outcomes will match the assumptions 
or that actual returns will match any expected returns. The information and/or analysis contained in this material have 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 hereof or the information and/or analysis contained herein. Information about the portfolio’s holdings, 
asset allocation, or country diversification is historical and will be subject to future change. Neither Manulife Investment Management or its affiliates, nor any of 
their directors, officers or employees shall 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 herein. 

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 as current as of the date indicated. The information in this material 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. This material was prepared solely for 
informational purposes and does not constitute, and is not intended to constitute, a recommendation, professional advice, an offer, solicitation or an invitation by 
or on behalf of Manulife Investment Management or its affiliates to any person to buy or sell any security or to adopt any investment strategy, and shall not form 
the basis of, nor may it accompany nor form part of, any right or contract to buy or sell any security or to adopt any investment strategy. Nothing in this material 
constitutes investment, legal, accounting, tax or other advice, or a representation that any investment or strategy is suitable or appropriate to your individual 
circumstances, or otherwise constitutes a personal recommendation to you. Manulife Investment Management or its affiliates does not provide legal or tax 
advice, and you are encouraged to consult your own lawyer, accountant, or other advisor before making any financial decision. Prospective investors should take 
appropriate professional advice before making any investment decision. In all cases where historical performance is presented, note that past performance is not 
indicative of future results and you should not rely upon it as the basis for making an investment decision. 

The distribution of the information contained in this presentation may be restricted by law and persons who access it are required to comply with any such 
restrictions. The contents of this presentation are 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 any applicable laws or regulations. By accepting this material you confirm that you are aware of the laws in your own 
jurisdiction relating to the provision and sale of the funds, portfolios or other investments discussed in this presentation and you warrant and represent that you 
will not pass on or utilize the information contained in the presentation in a manner that could constitute a breach of such laws by any Manulife entity or any  
other person. 
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Australia: Manulife Investment Management (Hong Kong) Limited (“Manulife IM (HK)”) is exempt from the requirement to hold an Australian financial services 
license under the Corporations Act in respect of the financial services being offered in this material. Manulife IM (HK) is regulated by the Securities and Futures 
Commission of Hong Kong (“SFC”) under Hong Kong laws, which differ from Australian laws. This presentation is directed at wholesale investors only. 

China: No invitation to offer, or offer for, or sale of any security will be made to the public in China (which, for the purposes of this paragraph, does not include 
the Hong Kong or Macau Special Administrative Regions or Taiwan) or by any means that would be deemed public under the laws of China. The offering document 
of the subject fund(s) has not been submitted to or approved by the China Securities Regulatory Commission or other relevant governmental authorities in China. 
Securities may only be offered or sold to Chinese investors that are authorized to buy and sell securities denominated in foreign exchange. Prospective investors 
resident in China are responsible for obtaining all relevant approvals from the Chinese government authorities, including but not limited to the State Administration 
of Foreign Exchange, before investing.  

Hong Kong: This material is provided to Professional Investors, as defined in the Hong Kong Securities and Futures Ordinance and the Securities and Futures 
(Professional Investor) Rules, in Hong Kong only. It is not intended for and should not be distributed to, or relied upon, by members of the public or retail investors.  

Malaysia: This material was prepared solely for information purposes and is not an offer or solicitation by anyone in any jurisdictions or to any person to whom 
it is unlawful to make such an offer or solicitation. 

Singapore: This material is intended for Accredited Investors and Institutional Investors as defined in the Securities and Futures Act. 

South Korea: This material is intended for Qualified Professional Investors under the Financial Investment Services and Capital Market Act (“FSCMA”). Manulife 
Investment Management does not make any representation with respect to the eligibility of any recipient of these materials to acquire any interest in any security 
under the laws of Korea, including, without limitation, the Foreign Exchange Transaction Act and Regulations thereunder. An interest may not be offered, sold or 
delivered directly or indirectly, or offered, sold or delivered to any person for re-offering or resale, directly or indirectly, in Korea or to any resident of Korea, except 
in compliance with the FSCMA and any other applicable laws and regulations. The term “resident of Korea” means any natural person having his place of domicile 
or residence in Korea, or any corporation or other entity organized under the laws of Korea or having its main office in Korea. 

Switzerland: This material is intended for Professional Clients, including Institutional Clients, as defined in the Federal Financial Services Act (“FinSA”) and its 
implementing ordinance, at the exclusion of Professional Clients with an opting-out pursuant to Art. 5 (1) FinSA (“Opting-Out Clients”), and/or Qualified Investors 
pursuant to the Federal Collective Investment Schemes Act (“CISA”) and its implementing ordinances, at the exclusion of Opting-Out Clients and Managed/Advisory 
Retail Clients pursuant to Art. 10 (3ter) CISA where relevant. The information provided in this material is for information purpose only and does not constitute an 
offer, a solicitation or a recommendation to contract a financial instrument or a financial service as defined under FinSA. This material does not constitute an implicit 
or explicit investment advice. The information provided herein is general in nature and does not constitute an advertisement of financial products in Switzerland 
pursuant to FinSA and its implementing ordinance. 

European Economic Area and United Kingdom: The data and information presented is directed solely at persons who are Professional Investors in accordance 
with the Markets in Financial Instruments Directive (2004/39/EC) as transposed into the relevant jurisdiction. Further, the information and data presented does not 
constitute, and is not intended to constitute, “marketing” as defined in the Alternative Investment Fund Managers Directive. 

United States: Manulife Investment Management (US) LLC (“Manulife IM US”) and Manulife Investment Management (North America) Limited (“Manulife IM NA”) 
are indirect wholly owned subsidiaries of Manulife. Manulife IM (US) and certain of our affiliates provide investment management and advisory services in the 
United States under the brand name “John Hancock Investment Management”.This material is not intended to be, nor shall it be interpreted or construed as, a 
recommendation or providing advice, impartial or otherwise.  
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