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Overview

A banking crisis, fears of contagion, and memories of the 
2008 global financial crisis dominated the news flow during a 
tumultuous month. The relative calm in financial markets was 
shattered in March, triggered by the collapse of Silicon Valley 
Bank, a key lender to technology start-ups. After more than a 
decade of near-zero interest rates, a rapid rate hike cycle by the 
U.S. Federal Reserve (Fed) was always going to lead to unforeseen 
consequences. Whilst other regional U.S. banks such as Signature 
Bank and First Republic Bank were also victims of this liquidity 
crunch, the crisis of confidence was more acutely felt across the 
Atlantic where Credit Suisse was brought to its knees and taken 
over by rival UBS at the behest of the Swiss government. 

Problems in the banking sector further complicate an already 
challenging task for the Fed, which is trying to tame inflation 
whilst simultaneously engineering a soft landing for the economy. 
With February’s U.S. Consumer Price Index print coming in at 
6.0%, the Fed hiked rates by 25 basis points (bps) and continued 
its agenda of doggedly pursuing price stability. The European Central Bank didn’t flinch either, hiking rates by 50bps, with inflation in Europe 
being too high to ignore. 

Fears of a capitulation ultimately proved unfounded, with markets staging a comeback late in the month following the prompt backstop 
provided by central banks around the world. Developed markets (DM) advanced 3.1% in March, with rate-sensitive growth stocks 
outperforming as the broader market speculated the Fed would need to cut rates sooner rather than later, evidenced by the 10-year U.S. 
Treasury yield declining 45bps to 3.5%.1 Emerging markets (EM), being relatively out of the eye of the storm, held firm and virtually matched 
the performance of DM.

Asia was the best-performing region in EM over the month, buoyed by North Asia. Tech-heavy Taiwan and South Korea benefited from the 
decline in bond yields. Mainland China continued its reopening push, with rebounding economic activity—the country’s manufacturing 
Purchasing Managers’ Index, for instance, logged a third  consecutive month of expansion in March—complemented by supportive monetary 
policy, as evidenced by the People’s Bank of China’s decision to cut the reserve requirement ratio earlier in the month. Former Shanghai chief 
Li Qiang was appointed as the new premier at the National People’s Congress and has adopted a pro-growth stance in his early comments to 
the business and outside world. Meanwhile, the closely watched meeting between Chinese President Xi Jinping and his Russian counterpart 
Vladimir Putin didn’t lead to an immediate escalation in geopolitical tensions with the West, much to the relief of the global community. 

We’re pleased to report that the strategy outperformed the MSCI EM Index over the month and quarter.

Global Emerging Markets

Global, Regional, and EM Index Performance, March 2023 

GBP returns 1 Month (%) 3 Month (%) 1 Year (%)

Market Indices (in GBP):

MSCI Emerging Markets 0.88 1.14 (4.91)

MSCI World 0.94 4.81 (0.99)

 
Regional Indices (in GBP):

MSCI AC Far East ex Japan 1.72 3.53 (2.33)

MSCI EMEA (1.09) (3.75) (12.52)

MSCI Latin America (1.26) 1.11 (5.28)

Source: Bloomberg – data is indicative as of 31 March 2023.

Performance shown in GBP.
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Market performance—March 2023

Mainland China/Hong Kong was among the top contributors to performance in March, supported by a confluence of drivers, including a 
rebound in economic activity following the authority’s decision to dismantle strict COVID-19 management policies introduced during the 
pandemic. This is an important pivot that was underpinned by supportive monetary policy, an easing of the regulatory overhang in the internet 
sector, and greater political certainty as Mainland China embarks on a new political cycle. Strong stock selection also added to the 
strategy’s performance. 

The market in Taiwan continued to benefit from the rebound in information technology stocks as they recovered from oversold levels. In our view, 
the semiconductor industry is likely to hit a trough in the first half of 2023 and a recovery should materialize later in the year as inventory levels 
ease and demand recovers. Singapore rounds off the list of top contributors for the month. This can be attributed to our holding in a Southeast 
Asian e-commerce and gaming company whose share prices surged after the company recorded its first-ever quarterly net profit following a 
change in strategic focus. 

The underperformance in South Korea was largely due to the financials sector. The market has been digesting comments from the government, 
highlighting the need for banks to be mindful of their responsibility to society, particularly at a time of growing uncertainty in the global banking 
sector. Risk aversion in Brazil remained high as the market awaited the government’s new fiscal rule that was due to be announced at the end 
of the month, with interest rates remaining high amidst the uncertainty. That said, the main reason why the Brazilian market detracted from 
performance could be traced to our exposure to a firm in the healthcare space. Shares of the Brazilian healthcare provider slipped after the 
firm indicated that the anticipated recovery following the pandemic would be slower than hoped  and subsequently on concerns surrounding 
the firm’s capital structure and liquidity; we’ve since exited our position in the firm. Our holdings in a mining firm in South Africa also detracted 
from performance. The firm’s share price has remained weak for two months, partially weighed down by concerns that Mainland China’s 5% GDP 
growth target may not be sufficient to support demand in the context of slowing global growth.

BEST AND WORST RELATIVE PERFORMING MARKETS IN MANULIFE IM EM EQUITY STRATEGY AND MSCI EM (NET) INDEX FOR MARCH 2023

Best Portfolio Average 
Weight (%)

Benchmark Average 
Weight (%)

Total Effect  
(in bps) Worst Portfolio Average 

Weight (%)
Benchmark Average 

Weight (%)
Total Effect  

(in bps)

Taiwan 13.2 15.3 36.2 Korea 11.3 11.8 -36.0

Mainland China/
Hong Kong SAR 37.1 32.1 35.2 Brazil 5.7 4.9 -19.2

Singapore 0.9 0.0 26.8 South Africa 5.2 3.5 -15.8

Source: FactSet, as of March 31, 2023.

The attribution information for the presentation above is representative of the investment strategy and is provided for illustrative purposes only. Information about asset allocation or 
sector diversification is historical and is not an indication of future performance or any future portfolio composition, which will vary. Total return shown in GBP. 
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Market performance—Q1 2023

Taiwan and Singapore were the largest positive contributors to performance in Q1 2023. Our lack of exposure to a prominent Indian 
conglomerate, which lost billions in market value due to negative news flow, led to our outperformance in India. 

At the other end of the spectrum, we have South Africa and South Korea—two markets that detracted performance most during the sector. 
While Mainland China/ Hong Kong was the largest positive contributor in March, the market hurt performance most in Q1 2023. This was due 
to the resurfacing geopolitical tensions in February after the United States shot down a balloon that was thought to be Chinese surveillance 
equipment at the time. 

BEST AND WORST RELATIVE PERFORMING COUNTRIES IN MANULIFE IM EM EQUITY STRATEGY AND MSCI EM (NET) INDEX FOR Q1 2023

Best Portfolio Average 
Weight (%)

Benchmark Average 
Weight (%) Total Effect Worst Portfolio Average 

Weight (%)
Benchmark Average 

Weight (%) Total Effect

Taiwan 12.6 14.7 95.3 China + Hong Kong 37.0 32.8 -97.8

Singapore 0.8 0.0 40.0 South Africa 6.1 3.6 -54.2

India 13.1 13.3 34.3 Korea 11.2 11.8 -30.4

Source: FactSet, as of March 31, 2023.

The attribution information for the presentation above is representative of the investment strategy and is provided for illustrative purposes only.Information about asset allocation or 
sector diversification is historical and is not an indication of future performance or any future portfoliocomposition, which will vary. Total return shown in GBP. 
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Sector performance—March 2023

The consumer discretionary sector, which contributed the most to performance during the month, was lifted by the rally in Chinese internet 
stocks. Shares of a well-known firm surged as investors warmed to the firm’s restructuring plans. 

The financials sector also held up remarkably well during the quarter in the context of the news flow surrounding Silicon Valley Bank and 
Credit Suisse. Our holdings in Indonesia contributed positively to performance during the quarter. The information technology sector also 
contributed positively during the quarter thanks to the performance of two of our Chinese holdings. The first, an information technology 
platform provider that serves design institutes and property-related firms, announced plans to double revenues by 2025 while the second, a 
well-known consumer brand, announced a strategic decision that was warmly received by the market. 

Healthcare was the largest underperforming sector in March, primarily due to our exposure to a Brazilian healthcare provider. In addition to 
that, the sector was also hurt by the performance of a Chinese firm whose shares were sold off on concerns about weakening profit margins. 

The underperformance in the materials sector can be attributed to our holdings in a South African miner, which we had mentioned 
earlier. Finally, a recovery in the share price of an India-based utility firm following a sharp sell-off earlier in the year also led to a small 
underperformance in the utilities sector in which we had no exposure.

BEST AND WORST RELATIVE PERFORMING SECTORS IN MANULIFE IM EM EQUITY STRATEGY AND MSCI EM (NET) INDEX FOR MARCH 2023

Best Portfolio Average 
Weight (%)

Benchmark Average 
Weight (%)

Total Effect 
(in bps) Worst Portfolio Average 

Weight (%)
Benchmark Average 

Weight (%)
Total Effect 

(in bps)

Consumer 
Discretionary 15.0 13.4 37.6 Health Care 2.5 3.9 -40.2

Information 
Technology 25.9 20.4 25.2 Materials 7.0 8.7 -17.4

Financials 22.3 21.4 24.6 Utilities 0.0 2.6 -2.4

Source: FactSet, as of March 31, 2023.

The attribution information for the presentation above is representative of the investment strategy and is provided for illustrative purposes only. Information about asset allocation or 
sector diversification is historical and is not an indication of future performance or any future portfolio composition, which will vary. Total return shown in GBP.
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Sector performance—Q1 2023  

Consumer staples was the best-performing sector in Q1 as stocks with defensive characteristics benefited in a time of market stress. Easing 
commodity costs are also starting to feed through to higher margins for a number of our holdings. Information technology stocks also 
contributed strongly during the period thanks to our holdings in Taiwan. The positive contribution from the utilities sector mirrors that of the 
Indian market in Q1 2023, where our lack of exposure to the Indian conglomerate that we referenced earlier provided a material uplift in 
performance. 

In terms of detractors, the Brazilian and China healthcare firms we mentioned earlier were behind the underperformance in the healthcare 
space during the quarter. Similarly, the South African miner we referenced earlier was behind the underperformance in the materials sector. 
Within financials, our exposure to an insurer detracted from performance as trouble in the U.S. banking sector weighed on the broader 
insurance sector. 

BEST AND WORST RELATIVE PERFORMING SECTORS IN MANULIFE IM EM EQUITY STRATEGY AND MSCI EM (NET) INDEX FOR Q1 2023

Best Portfolio Average 
Weight (%)

Benchmark Average 
Weight (%) Total Effect Worst Portfolio Average 

Weight (%)
Benchmark Average 

Weight (%) Total Effect

Consumer Staples 8.2 6.3 44.5 Health Care 3.0 4.0 -46.2

Information 
Technology 25.0 19.9 44.1 Materials 7.4 8.8 -38.5

Utilities 0.0 2.7 42.9 Financials 22.9 21.4 -34.7

Source: FactSet, as of March 31, 2023.

The attribution information for the presentation above is representative of the investment strategy and is provided for illustrative purposes only.Information about asset allocation or 
sector diversification is historical and is not an indication of future performance or any future portfoliocomposition, which will vary. Total return shown in GBP. 
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Armed with year-end results and in-depth research produced following our recent trip to India, South Korea, and Taiwan, we made some 
modest changes to our portfolio amidst the broader market sell-off. In India, we gradually increased our exposure to the consumer sector and 
introduced two new positions to the portfolio. We expect an easing of commodity prices to bolster profit margins for the industry and we believe 
top-line growth will be boosted by a recovery in rural demand as we head into election year in both markets. Over the longer term, we expect the 
structural growth in the middle class to provide ongoing tailwinds for consumption. 

The insight gleaned from our meetings with Taiwanese and Korean technology companies that operate in industries that are more cyclical 
in nature have given us confidence that the downturn in semiconductor pricing and electronics sales could be coming to an end soon. With 
inventories at a low level across manufacturing channels, some companies are seeing requests for rush orders as end-demand has been more 
resilient than expected. Following our trip, we increased our position in one of the key players in the sector as we believe it’s best positioned for 
recovery post the consolidation in NAND flash memory.

We added to our positions in the internet sector in Mainland China on the back of improving fundamentals and greater clarity on the industry’s 
regulatory structure. We see opportunities in the travel and leisure space as the country reopens and expect demand for domestic and 
international travel to rise. We also took profits on some stocks that have performed well as a result of Mainland China’s reopening. 

Structural stance: Positive

Mainland China/Hong Kong Attractive valuations supported by moderating regulatory pressure, policy support, relaxation of COVID-19-related restrictions, and 
earnings upgrades

Mexico No significant imbalances; select leading franchises with attractive valuations

Information Technology Emphasis on cloud-based software as a service solutions; specific focus on leading chip foundries and manufacturers 

Consumer staples Profitability is recovering as input cost inflation moderates amidst healthy topline growth; India consumer plays are trading at more 
palatable valuations 

Industrials Attractively valued, structural growth opportunities aligned with global trends in electrification and renewable energy

Structural stance: Negative

Taiwan An emphasis on leading technology companies; local consumer and financial stocks are expensive while providing little top-line growth

Saudi Arabia/Gulf 
Cooperation Council

Expensive markets with liquidity challenges; while reform agenda and demographics in these markets could be interesting, we see little 
opportunity for corporate earnings growth 

Communication services Hardware/telecom operators remain challenged; dominant e-commerce companies appear attractively priced as policy param-
eters are understood

Real estate/utilities Limited opportunities with respect to consistent, superior, and visible returns on capital in both sectors

Energy Dominated by sovereign-owned enterprises, the number of well-managed private companies is limited; environmental, social, and 
governance issues raise questions relating to sustainability of returns

STRATEGY POSITIONING RELATIVE TO THE MSCI EMERGING MARKETS INDEX AND OUTLOOK

Summary
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Outlook

Global financial markets have been teetering on the edge of a liquidity crisis as the era of easy money comes to an end. The lagging impact of 
multiple interest-rate hikes has finally taken a toll on banks and corporates with high leverage and near-term liabilities, and we believe the fear 
of contagion in the banking sector will continue to weigh on sentiment for the foreseeable future. That said, as things stand, there appears to 
be little danger of a repeat of the Lehman moment that triggered the 2008 global financial crisis. Policymakers face an uphill task in striking 
the right balance between pursuing price stability and ensuring financial market stability, and the data suggests that the Fed isn’t quite ready to 
make a much-hoped-for pivot just yet. 

Whilst we expect volatility to continue to feature prominently as markets digest the news flow surrounding the banking sector and the Fed’s next 
move, we’re pleased that EM aren’t in the eye of the current storm. In our view, current market fluctuations present opportunities for investors 
with a long-term perspective to build up positions at attractive valuations. Our focus remains on investing in best-in-class companies with robust 
balance sheets and strong cash generation. 

During the quarter, members of our investment team visited Hong Kong, Taiwan, South Korea, and India. We continue to be constructive on 
Mainland China following the reopening, although we acknowledge that the country’s path to recovery will be uneven. In addition to the removal 
of COVID-19-related restrictions, we note an easing in the regulatory environment toward internet companies and a supportive monetary policy 
stance, which stands in sharp contrast to the tightening in many parts of the world. The domestic political backdrop is also stabilising following 
the Two Sessions meetings. Consumer services, both physical and online, appear to be the best way to leverage Mainland China’s recovery as 
consumers are now able to deploy the savings accumulated over the past three years. 

We’re also positive in regard to the semiconductor cycle and are confident of a 2H23 rebound. The companies we met who are part of Mainland 
China’s smartphone and automotive value chains confirmed they’re seeing rush and repeat rush orders: A sign that inventories are running low 
and we’re near an inflection point. We’re also encouraged by the notable improvement in corporate governance practices in South Korea, with a 
particular focus on shareholder returns.

Our trip to India confirmed our belief that the economy is digitalising and formalising at a rapid pace. The market is also supported by a capex 
cycle that’s being driven by government spending and a buildup of manufacturing capabilities as policymakers seek to capture a fair share 
of global supply chains. These factors provide the framework for India’s growth potential over the next decade. We’re seeking to capture this 
opportunity primarily through well-funded Indian private banks and select consumer franchises with strong branding and distribution presence. 
We continue to evaluate a pipeline of new high-quality ideas but remain mindful of valuations. 

The macro environment has deteriorated and visibility for the year remains limited, but we’re confident that the leading businesses can emerge 
from this difficult period even stronger. With EM broadly ahead of DM in terms of interest-rate normalisation and resetting of corporate earnings 
expectations, we’re hopeful that the former can outperform the latter over the course of 2023.

1 Bloomberg, as of March 31, 2023.



IMPORTANT INFORMATION

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. These risks are magnified for investments made in emerging markets. Currency risk is the risk that fluctuations in exchange rates may adversely affect the value of a 
portfolio’s investments.
The information provided does not take into account the suitability, investment objectives, financial situation, or particular needs of any specific person. You should consider the suitability of any type of 
investment for your circumstances and, if necessary, seek professional 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 or its affiliates. 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.
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 here. 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 should seek professional advice for their particular situation. Neither Manulife, Manulife 
Investment Management, nor any of their affiliates or representatives is providing tax, investment or legal advice. 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 strategy, 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 is sourced from Manulife 
Investment Management. Past performance does not guarantee future results.

Manulife Investment Management
Manulife Investment Management is the global wealth and asset management segment of Manulife Financial Corporation. We draw on more than a century 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.
This material has not been reviewed by, is 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 manulifeim.com/institutional
Australia: Manulife Investment Management Timberland and Agriculture (Australasia) Pty Ltd, Manulife Investment Management (Hong Kong) Limited. Canada: Manulife Investment Management 
Limited, Manulife Investment Management Distributors Inc., Manulife Investment Management (North America) Limited, Manulife Investment Management Private Markets (Canada) Corp. Mainland 
China: Manulife Overseas Investment Fund Management (Shanghai) Limited Company. European Economic Area 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 200801033087 (834424-U) Philippines: Manulife Investment 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 Kingdom: Manulife Investment Management (Europe) Ltd. which is authorised and regulated by the Financial Conduct 
Authority United States: John Hancock Investment Management LLC, Manulife Investment Management (US) LLC, Manulife Investment Management Private Markets (US) LLC and Manulife Investment 
Management Timberland and Agriculture Inc. Vietnam: Manulife Investment Fund Management (Vietnam) Company Limited.
Manulife, Manulife Investment Management, 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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