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Combining local insight with global scale

AUMA1

■  Institutional
■  Retirement
■  Retail

Investments    |    Wealth    |    Retirement  

$957B
in AUMA1

5
continents

600+
investment professionals

120+
years operating in Asia  
and North America

19M
customers globally

1 MFC statistical package, Global Wealth and Asset Management AUMA as of 9/30/25, which includes $233.7 billion 
of assets managed on behalf of other segments and $241.4 billion of assets under administration. Manulife John Hancock Investments  |  Market Intelligence 3Previous Next
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In-house expertise

Fixed income

Equity

Multi-asset solutions

Alternatives

Alternative credit

Global alternative credit

Network of specialized managers

Traditional value equity Equity and fixed income Smart beta equity

Specialized credit Growth equity Global macro

Floating-rate income U.S. equity and large-cap equity Thematic equity

Large-cap global value Large-cap growth Absolute return

Deep value Sustainable equity Small-cap growth

Mutual funds    |    SMAs    |    ETFs    |    Model portfolios    |    Private assets    |    529 plans    |     CITs

Representative sampling of subadvisors. All logos are the property of their respective owners. Manulife Investment Management (MIM) 
and Manulife CQS are affiliated asset managers. Not all products or strategies are available to all clients. Manulife John Hancock Investments  |  Market Intelligence 4Previous Next
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Insight that leverages the best thinking from across our network
A natural by-product of our manager research is timely investment insight from across the industry. Leveraging the intellectual capital from our in-house asset 
management teams at Manulife Investment Management along with our network of unaffiliated asset managers allows us to uncover real-time opportunities and risks. 
We then combine that bottom-up input with top-down perspective from global macro research firms to deliver a focused collection of actionable investment ideas.

How we formulate our 12- to 18-month outlook

We conduct a quantitative assessment of asset manager, 
broker-dealer, and asset allocation and macro research 
provider views across 17 distinct asset classes.

We analyze, evaluate, and weight these views in light of 
manager biases, market fundamentals, and global 
macroeconomic factors.

We develop our asset class views in the context of a global 
multi-asset portfolio, highlighting our most compelling ideas 
for clients while focusing on risk management.

How to read our views

Darker shading indicates a 
greater concentration of views 
within our network.

A golden caret indicates our 
current 12- to 18-month 
outlook for the asset class.

Looking for more?
Visit our Market Intelligence page 
for weekly video updates, related 
thought leadership, and more from 
our investment strategists.
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Bearish Neutral Bullish

U.S. equity: positioning for a late-cycle environment
A decelerating economic backdrop calls for an emphasis on quality at a reasonable price.

Our 12–18 month view: NEUTRAL
In Q2 2025, we revised our outlook on U.S. equities from slightly bullish, a position 
held since mid-2019, to neutral to mitigate valuation risk. We still view mid-cap 
stocks as the best opportunity within U.S. equities. Since Q3 2018, we’ve been 
overweight in the quality factor, which we began complementing with the value factor 
in Q1 2021 (a stance we continue to maintain).

What’s inside
	� Leading indicators remain in negative territory, suggesting growth may 

slow from here

	� Hard data will be the key to seeing if the U.S. economy is heading toward 
an economic contraction

	� Earnings estimates are rising but may be overly optimistic

	� Favoring sectors that offer quality growth at a reasonable price

	� U.S. large caps face concentration and valuation risks

	� U.S. mid- and small-cap stocks offer both attractive value and strong 
earnings potential

	� From a quality standpoint, mid caps are superior to small caps

Range of views from our network 
Darker shading indicates a greater concentration of views within our network.

U.S. equity

U.S. large cap

U.S. mid cap

U.S. small cap

U.S. growth

U.S. value

Changes to network views: During the fourth quarter, the consensus view 
moved from neutral to slightly positive on U.S. equities. Within this category, 
our network is neutral on large-cap stocks and overweight both mid- and 
small-cap stocks. Additionally, our network favors value over growth stocks.
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Leading indicators remain in negative 
territory, suggesting growth may slow 
from here

Despite slight recent improvement, the LEI growth rate continues to be negative
YoY change in the LEI (%)

The YoY LEI growth rate ticked up to -3.34% in September, from 
an upwardly revised -3.43% in August. Across the underlying 
components, 3 out of 10 had positive readings for September.

LEI, ranked by weighting in the index (%)

Weekly manufacturing hours worked 24

ISM index of new orders 17

Consumer expectations 16

Yield spread 12

Leading credit index 9

New orders of consumer goods 
and materials 8

New orders of nondefense capital goods 5

Stock prices 4

Building permits 3

Weekly unemployment claims (inverted) 2

Source: The Conference Board, as of 9/30/25 (most recent available data). The Composite Index of Leading Indicators (LEI) is published monthly by The Conference Board and tracks 10 economic components whose changes tend to precede 
changes in the overall economy. It is not possible to invest directly in an index. YoY refers to year over year. Past performance does not guarantee future results.
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Hard data will be the key to seeing if 
the U.S. economy is heading toward 
an economic contraction

A still-steady labor market and tight spreads suggest the economy remains resilient

n  U.S. weekly jobless claims, thousands (left axis)       n  Bloomberg U.S. Corporate HY Index spread to U.S. Treasuries, % (right axis)

An increase in high-yield 
spreads or jobless claims 
could be an early indicator 
that a recession is on the way.

Potential triggers for a contraction

•	 Initial jobless claims over 300K

•	 High-yield spreads over 5%

•	 Unemployment rate of 5%  
or more

Source: FactSet, as of 12/31/25. The Bloomberg U.S. Corporate HY Index tracks the performance of U.S. high-yield corporate bonds. It is not possible to invest directly in an index. Past performance does not guarantee future results.
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Earnings estimates are rising but 
may be overly optimistic

Stock prices and earnings estimates have historically tended to move together over time

n  S&P 500 Index (left axis)       n  S&P 500 Index EPS forecast, next 12 months (right axis)

Both stock prices and earnings have 
continued their upward trends.

EPS growth estimates, YoY (%) 2025 2026

Information technology 24.36 28.28

Communication services 17.54 11.68

Financials 13.30 9.58

S&P 500 Index 12.34 14.86

Healthcare 12.27 9.44

Industrials 7.61 15.03

Utilities 7.04 9.71

Consumer discretionary 6.09 11.07

Materials 5.56 21.03

Real estate 3.41 5.10

Consumer staples 0.02 7.38

Energy -9.90 6.40

Source: FactSet, as of 12/31/25. The S&P 500 Index tracks the performance of 500 of the largest publicly traded companies in the United States. It is not possible to invest directly in an index. Earnings per share (EPS) is a measure of how much 
profit a company has generated calculated by dividing the company’s net income by its total number of outstanding shares. YoY refers to year over year. No forecasts are guaranteed. Past performance does not guarantee future results. 
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Favoring sectors that offer quality 
growth at a reasonable price

Amid elevated valuations, we’re looking for areas of the market where we believe 
prices are justified by the potential for growth
PEG =  P/E  
	 G

n  Overweight       n  Neutral       n  Underweight

We’re focusing on sectors with a high ROE (%)

Source: FactSet, as of 12/31/25. The PEG ratio refers to the price/earnings-to-growth ratio, which measures whether a stock is fairly valued by comparing its price-to-earnings (P/E) ratio to its expected earnings growth rate. Price-to-earnings (P/E) 
ratio is a valuation metric that compares the ratio of a company’s stock price with the company’s earnings per share (EPS). Earnings per share (EPS) is a measure of how much profit a company has generated calculated by dividing the company’s net 
income by its total number of outstanding shares. The S&P 500 index tracks the performance of 500 of the largest publicly traded companies in the United States. It is not possible to invest directly in an index.

Real estate

Energy

Financials

Utilities

MaterialsS&P 500 Index

Industrials

Information technology

Healthcare

Communication services

Consumer staples

Consumer discretionary
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U.S. large caps face concentration 
and valuation risks

Mega-cap tech stocks make up a significant portion of the S&P 500 Index

n  S&P 500 Index top 10 weights

The combined weight of the top 10 S&P 
500 Index stocks was nearly 41% at 
year-end 2025, surpassing the peak 
reached a year earlier.

Large-cap growth stocks still look expensive 
relative to history
20-year forward P/E range

Source: FactSet, as of 12/31/25. The S&P 500 Index tracks the performance of 500 of the largest publicly traded companies in the United States. It is not possible to invest directly in an index. The forward price-to-earnings (P/E) ratio is a stock 
valuation measure comparing the current share price of a stock with the underlying company’s estimated earnings per share over the next 12 months. Standard deviation is a statistical measure of the historical volatility of a portfolio. It measures the 
fluctuation of the portfolio’s periodic returns from the mean or average. The larger the deviation, the larger the standard deviation and the higher the risk.
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U.S. mid- and small-cap stocks offer both 
attractive value and strong earnings potential

While large-cap indexes look expensive, mid- and small-cap stocks appear to offer better value
Current forward P/E ratios vs. 20-year averages

S&P 500 Index
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MSCI EM Index
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MSCI EAFE Index
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S&P MidCap 400 Index
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S&P SmallCap 600 Index
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Mid- and small-cap stocks 
are expected to deliver robust 
earnings growth
2026 EPS estimates

MSCI
EAFE
Index

MSCI EM
Index

S&P
500
Index

S&P Small
Cap 600

Index

S&P Mid
Cap 400

Index

14.45

10.14

15.96
14.86

20.04

Source: FactSet, S&P Global, MSCI, as of 12/31/25. Price-to-earnings (P/E) ratio is a valuation metric that measures the ratio of a company’s stock price to its earnings per share. Earnings per share (EPS) is one measure of a company’s profitability, 
calculated by dividing the company’s net income by its total number of outstanding shares of stock. The S&P 500 Index tracks the performance of 500 of the largest publicly traded companies in the United States. The MSCI Emerging Markets (EM) Index 
tracks the performance of large- and mid-cap EM stocks. The MSCI Europe, Australasia, and Far East (EAFE) Index tracks the performance of large- and mid-cap stocks of companies in those regions. The S&P MidCap 400 Index tracks the performance of 
400 mid-cap companies in the United States. The S&P SmallCap 600 Index tracks the performance of 600 small-cap companies in the United States.  
It is not possible to invest directly in an index. Past performance is no guarantee of future results. Manulife John Hancock Investments  |  Market Intelligence 12Previous Next

Our unique 
approach

Our insight

U.S. equity

International 
equity

Fixed income

Our top 
portfolio ideas

Our investment 
strategists



From a quality standpoint, mid caps 
are superior to small caps

Small caps offer value, but come with lower ROE and profitability
ROE (%), 12/31/21–12/31/25

n  Russell 1000 Index        n  Russell Midcap Index        n  Russell 2000 Index

Unlike mid- and large-cap 
ROE, small-cap ROE has  
been deteriorating.

The vast majority of mid caps are profitable
Allocation to unprofitable companies (%)

Nearly 40% of small-cap 
companies are unprofitable.

Source: FactSet, FTSE Russell, as of 12/31/25. ROE refers to return on equity, which is a measure of profitability based on how many dollars of profit a company generates with each dollar of shareholders’ equity. The Russell Midcap Index tracks the 
performance of approximately 800 mid-cap companies in the United States. The Russell 1000 Index tracks the performance of 1,000 large-cap companies in the United States. The Russell 2000 Index tracks the performance of 2,000 small-cap 
companies in the United States. It is not possible to invest directly in an index. Past performance is no guarantee of future results.
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Bearish Neutral Bullish

International equity: employing an active approach 
that emphasizes earnings potential
Slowdowns in manufacturing and earnings estimates suggest a late-cycle environment.

Our 12–18 month view: SLIGHTLY NEGATIVE
In mid-2022, we downgraded Europe to slightly negative to reduce our exposure to 
highly cyclical markets; we followed suit by reducing exposure to emerging-market 
equities in Q4 2022. We’ve been underweight Japan since mid-2018 due to 
structurally slow growth.

What’s inside
	� Manufacturing PMIs abroad exhibit divergences across countries

	� Non-U.S. earnings growth estimates for 2026 are materially 
higher than 2025

	� EM earnings estimates have been improving

	� The U.S. dollar’s direction can have a meaningful impact on 
relative performance

	� In years of big USD declines, assets more negatively correlated to 
the USD outperform

Range of views from our network 
Darker shading indicates a greater concentration of views within our network.

International 
equity

European equity

Japanese equity

Emerging-
market equity

Changes to network views: During the fourth quarter, the consensus view 
remained neutral on European equities, with positive conviction increasing. 
Japanese stocks remain an overweight, while our network is slightly positive 
on emerging-market equities.
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Manufacturing PMIs abroad exhibit 
divergences across countries

Overseas, manufacturing PMIs near 50 signal that manufacturing is stagnating
Ex
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ry
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nt
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ry

The U.S. PMI was 51.8 in December, 
higher than in eurozone countries.

Source: Markit, World Bank, FactSet, as of 12/31/25. The Purchasing Managers’ Index (PMI) tracks the economic activity of the manufacturing sector in the United States. It is not possible to invest directly in an index. 
Past performance does not guarantee future results.
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Non-U.S. earnings growth estimates for 2026 
are materially higher than 2025

Non-U.S. developed markets earnings growth is the lowest globally, but still positive

n  MSCI EAFE Index (right axis)     n  MSCI EAFE Index EPS forecast, next 12 months (left axis)

Both non-U.S. stock prices 
and earnings estimates 
rose meaningfully in 2025.

EPS growth estimates, YoY (%) 2025 2026

Communication services 31.03 -2.51

Information technology 16.30 17.63

Financials 10.81 9.06

Real estate 9.61 6.13

Utilities 6.82 -0.80

Healthcare 6.11 8.05

MSCI EAFE Index 4.08 10.14

Consumer staples 3.59 10.28

Industrials -0.56 10.36

Materials -3.61 20.06

Consumer discretionary -9.50 24.28

Energy -17.54 2.79

Source: FactSet, as of 12/31/25. Earnings per share (EPS) is a measure of how much profit a company has generated calculated by dividing the company’s net income by its total number of outstanding shares. YoY refers to year 
over year. The MSCI Europe, Australasia, and Far East (EAFE) Index tracks the performance of large- and mid-cap stocks of companies in those regions. It is not possible to invest directly in an index. No forecasts are guaranteed. 
Past performance does not guarantee future results.
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EM earnings estimates have 
been improving

EM earnings estimates rose in 2025 and surpassed the previous decade’s highs

n  MSCI EM Index (left axis)    n  MSCI EM Index EPS forecast, next 12 months (right axis)

EM stock prices outpaced EM 
earnings estimates in 2025.

MSCI EM Index YoY earnings 
growth estimates (%)
Actual vs. estimate

Source: FactSet, as of 12/31/25. Earnings per share (EPS) is a measure of how much profit a company has generated calculated by dividing the company’s net income by its total number of outstanding shares. YoY refers to year over year.  
The MSCI Emerging Markets (EM) Index tracks the performance of large- and mid-cap emerging-market stocks. It is not possible to invest directly in an index. No forecasts are guaranteed. Past performance does not guarantee future results. 
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The U.S. dollar’s direction can have a 
meaningful impact on relative performance

 Cumulative returns (%)
MSCI EAFE Index 49.38 436.83 13.79 103.49 138.80
S&P 500 Index 106.31 341.69 130.52 29.00 594.96

■  DXY (price)

70
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202520212017201320092005200119971993198919851981

The USD weakened in 2025 and 
has struggled to recover

Source: FactSet, as of 12/31/25. The U.S. Dollar Index (DXY) tracks the performance of the U.S. dollar (USD) relative to the value of a basket of world currencies. The MSCI Europe, Australasia, and Far East (EAFE) Index tracks the performance of 
large- and mid-cap stocks of companies in those regions. The S&P 500 Index tracks the performance of 500 of the largest publicly traded companies in the United States. It is not possible to invest directly in an index. Past performance does not 
guarantee future results.
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In years of big USD declines, assets more 
negatively correlated to the USD outperform

Over the past five years, several non-U.S. indexes were the most negatively correlated to the USD
Asset class correlations to the USD, 12/31/20-12/31/25

How a weaker U.S. dollar (USD) 
drives asset class returns

•	 Unhedged non-U.S. stocks 
typically benefit from positive 
currency translation as foreign 
currencies strengthen.

•	 U.S. bonds (Bloomberg Agg) 
tend to experience gains as a 
weaker USD often follows lower 
U.S. interest rates.

•	 Gold and commodities are 
priced in USD and may therefore 
see price appreciation when the 
USD loses value.

•	 Global equities may fare well 
as multinational U.S. companies 
also benefit from stronger 
overseas revenues.

Source: FactSet, MSCI, Bloomberg, as of 12/31/25. Correlation is a statistical measure of how two investments move in relation to each other, ranging from –1.0 to 1.0. The closer the number is to 1.0 (perfect positive correlation) or –1.0 (perfect 
negative correlation), the more closely the two investments’ movements are related. It is not possible to invest directly in an index. Past performance is no guarantee of future results.
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Bearish Neutral Bullish

Fixed income: emphasizing high-quality bonds over credit
Late-cycle dynamics call for a targeted approach.

Our 12–18 month view: SLIGHTLY POSITIVE
In Q1 2023, we moved from a neutral stance to a slightly positive view on fixed 
income. In Q3 2025, we upgraded high-yield bonds and emerging-market debt from 
slightly negative to neutral to prune risk in the context of the overall portfolio. We 
continue to maintain overweights in mortgage-backed securities (MBS), municipal 
bonds, and investment-grade corporate bonds.

What’s inside
	� After a sustained hot streak, shelter—the largest component of inflation—may be 

cooling off

	� Recent indicators point to a weakening U.S. labor market

	� We expect the Fed to keep cutting rates through 2026

	� Attractive income opportunities abound across markets

	� Today’s math looks like it has the potential to be favorable for high-quality bonds

	� Investment-grade corporates are still trading at prices that are at a discount to par

	� Muni yields remain elevated, with potential opportunities across the credit spectrum

	� While often riskier and more volatile, EM debt offers attractive yield potential

	� Cash balances have increased even as more attractive total return potential is available 
in high-quality bonds

	� By the time investors shift to bonds, it may be too late

	� In falling equity markets, a long/short strategy may help improve portfolio returns

Range of views from our network 
Darker shading indicates a greater concentration of views within our network.

Fixed income

U.S. government

Mortgage-backed 
securities

U.S. investment 
grade

Municipal bonds

U.S. high yield

Emerging-market 
debt

Changes to network views: During the fourth quarter, the consensus view 
on fixed income remained neutral. Within this category, our network shifted 
from neutral to slightly negative on U.S. Treasuries and U.S. investment-grade 
bonds. The consensus remained overweight both mortgage-backed securities 
and municipal bonds.
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After a sustained hot streak, shelter—the largest 
component of inflation—may be cooling off

Year-over-year home price gains have eased in recent months
S&P CoreLogic Case-Shiller 20-City Composite Home Price SA Index (%)

Home prices have been in  
a declining trend.

Shelter prices account for 35% of U.S. inflation
Weightings of major U.S. CPI components (%)

Source: FactSet, Standard & Poor’s, U.S. Bureau of Labor Statistics, as of 10/31/25. The S&P CoreLogic Case-Shiller 20-City Composite Home Price SA Index is a monthly index that tracks changes in the prices of residential real estate across 
20 major U.S. metropolitan areas. The U.S. Consumer Price Index (CPI) is a broad measure of the average change over time in the prices paid by urban consumers for a market basket of consumer goods and services. Index weightings may be 
subject to change. It is not possible to invest directly in an index. Past performance is no guarantee of future results. No forecasts are guaranteed.
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Recent indicators point to a weakening 
U.S. labor market

U.S. monthly jobs gains have been moderating for several years now

If the recent downward trend 
persists, jobs gains could turn 
negative in the coming months.

Jobs market dashboard

Job growth has been trending down 
for multiple years now, while the 
U.S. unemployment rate ticked 
up to 4.6% in December 2025. 
However, still-low initial jobless 
claims do not signal significant 
labor market deterioration.

Trend 
(1-year)

Conference board jobs hard to 
get minus jobs plentiful

ISM Services & Manufacturing 
Employment Index

Challenger, Gray & Christmas 
layoff announcements

Job openings in Job 
Openings and Labor 
Turnover Survey (JOLTS)

Initial jobless claims

Source: FactSet, U.S. Bureau of Labor Statistics, as of 11/30/25. Based on U.S. non-farm payroll jobs. No forecasts are guaranteed.
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We expect the Fed to keep cutting 
rates through 2026

Historically, the fed funds target rate tends to fall further than the 10-year U.S. Treasury yield once the Fed shifts policy

n  Fed funds target rate (%)     n  10-year U.S. Treasury yield (%)     n  Recession

10-year yield: –2.38%
Fed funds cut: –5.50%

10-year yield: –2.97%
Fed funds cut: –5.00%

Following a 25 basis point rate 
cut in December 2025, the 
target range for the fed funds 
rate is currently 3.50% to 3.75%.

10-year yield: –2.61%
Fed funds cut: –2.25%

The CME Group’s fed funds rate 
forecasts into 2026

Fed meeting date
Fed funds rate 

forecast (%)

1/28/26 3.75

3/18/26 3.50

4/29/26 3.50

6/17/26 3.25

7/29/26 3.25

9/16/26 3.25

10/29/26 3.25

12/9/26 3.25

Source: FactSet, U.S. Federal Reserve, U.S. Treasury, as of 12/31/25. No forecasts are guaranteed. 
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Attractive income opportunities 
abound across markets

For income-seeking investors, we see high-quality bonds as the sweet spot 
Current yields (%) for various asset classes/market indexes 

Bloomberg U.S. Corporate HY Index

Bloomberg EM USD Aggregate Bond Index

S&P U.S. Preferred Stock Index

Bloomberg U.S. Corporate IG Index

Bloomberg U.S. MBS Index

Bloomberg U.S. Treasury Index

MSCI ACWI Real Estate Index

MSCI ACWI Infrastructure Index

Bloomberg Municipal Bond Index

S&P 500 Energy Index

S&P 500 Real Estate Index

S&P 500 Utilities Index

S&P 500 Consumer Staples Index

S&P 500 Index

7.06

6.91

5.77

4.82

4.63

3.89

3.74

3.73

3.60

3.49

3.45

2.88

2.60

1.16

We like higher-quality income 
opportunities. In contrast, 
less value can be found in 
higher-risk market segments.

High-yield spreads are tight relative to 
their 30-year history
U.S. high-yield credit spreads (%), 1995–2025

4.89

7.29

2.50

2.38

18.33

2.66

Lowest

Highest

Average

Current

+1

-1

Source: FactSet, Bloomberg, S&P, MSCI, as of 12/31/25. The S&P 500 Index tracks the performance of 500 of the largest publicly traded companies in the United States. The S&P 500 Energy Index, the S&P 500 Real Estate Index, the S&P 500 Utilities 
Index, and the S&P 500 Consumer Staples Index track the performance of S&P 500 stocks within those respective market sectors. The S&P U.S. Preferred Stock Index is designed to serve the investment community’s need for an investable benchmark 
representing the U.S. preferred stock market. The Bloomberg U.S. Corporate IG Index tracks the performance of the U.S. investment-grade (IG) corporate bond market. The Bloomberg U.S. Corporate High Yield (HY) Index tracks the performance of U.S. 
high-yield corporate bonds. The Bloomberg U.S. MBS Index tracks the performance of U.S. mortgage-backed securities (MBS). The Bloomberg U.S. Treasury Index tracks the performance of the U.S. Treasury bond market. The Bloomberg Municipal Bond 
Index tracks the performance of the U.S. investment-grade, tax-exempt bond market. The Bloomberg Emerging Markets (EM) U.S. Dollar (USD) Aggregate Bond Index is a flagship hard currency benchmark that tracks the performance of USD-denominated 
debt issued by sovereign, quasi-sovereign, and corporate EM issuers. The MSCI ACWI Real Estate Index and the MSCI ACWI Infrastructure Index track the performance of stocks within those respective market sectors in the MSCI All Country World Index 
(ACWI), which measures the performance of large- and mid-cap stocks of companies in both developed and emerging markets. It is not possible to invest directly in an 
index. Past performance is no guarantee of future results. Manulife John Hancock Investments  |  Market Intelligence 24Previous Next
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Today’s math looks like it has the potential 
to be favorable for high-quality bonds

Elevated yields have created an asymmetric total return profile, with the potential for both 
income and price appreciation

Bloomberg U.S. Aggregate Bond Index (%)

Yield 4.32

Duration 5.92

10-year U.S. Treasury yield 4.17

10-year U.S. Treasury yield scenarios 	 6.00	 5.50	 5.00	 4.50	 4.00	 3.50	 3.00	 2.50	 2.00	 1.50	 1.00	 0.50

Agg 12-month total return  
(Duration return + yield)

	 -6.52	 -3.56	 -0.60	 2.36	 5.31	 8.27	 11.23	 14.19	 17.15	 20.11	 23.07	 26.03

Hypothetical performance only, assumes no spread changes and holds the U.S. Treasury yield curve constant. The green cells indicate positive hypothetical performance over the designated time period, with darker shading indicating 
a higher positive return. The red cells indicate negative performance over the designated time period, with darker shading indicating a lower negative return.

Source: Morningstar Direct, as of 12/31/25. The Bloomberg U.S. Aggregate Bond Index (Agg) tracks the performance of U.S. investment-grade bonds in government, asset-backed, and corporate debt markets. It is not possible to invest 
directly in an index. An inverted yield curve occurs when short-term interest rates move higher than long-term rates as a result of deteriorating economic performance. Duration measures the sensitivity of the price of bonds to a change in interest 
rates. Past performance does not guarantee future results. 
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Investment-grade corporates are still trading 
at prices that are at a discount to par

High-quality corporate bonds have seldom traded at valuations this low

n  Bloomberg U.S. Corporate Investment Grade Index price level

Valuations for investment-grade corporate 
bonds have risen from recent lows but  
remain attractive.

We prefer higher-quality corporates with yields 
in the 4%–5% range, especially A-rated issues

Bloomberg index/segment
Yield to  

maturity (%)

U.S. Corporate AAA 4.68

U.S. Corporate AA 4.62

U.S. Corporate A 4.67

U.S. Corporate Investment Grade 4.82

U.S. Corporate BAA 5.01

U.S. Credit/Corporate High Yield BA 5.92

U.S. High Yield Corporate 7.06

U.S. Credit/Corporate High Yield B 7.14

U.S. Credit/Corporate High Yield CAA 11.00

Source: FactSet, as of 12/31/25. The Bloomberg U.S. Corporate Investment Grade (IG) Index tracks the IG, fixed-rate, taxable corporate bond market. It is not possible to invest directly in an index. Past performance does not guarantee future results.
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Muni yields remain elevated, with potential 
opportunities across the credit spectrum

Municipal bond yields (%) are historically attractive, even before accounting for tax benefits

n  Bloomberg High Yield Municipal Bond Index, YTW    n  Bloomberg Municipal Bond Index, YTW

Both the Bloomberg High Yield Municipal Bond 
Index and the Bloomberg Municipal Bond 
Index are offering yields above their 10-year 
averages, at 5.59% and 3.60%, respectively.

Our preference is for A-rated munis given 
their combination of attractive yield and 
higher credit quality

Bloomberg Municipal Bond Index yields (%)  
by credit rating

AAA 3.42

AA 3.46

A 3.86

BAA 4.48

Source: FactSet, as of 12/31/25. Yield to worst (YTW) is the lowest potential yield calculated by taking into account an issue’s optionality, such as prepayment or calls. The Bloomberg Municipal Bond Index tracks the performance of the U.S. 
investment-grade tax-exempt bond market. The Bloomberg High Yield (HY) Municipal Bond Index tracks the performance of municipal bonds rated below investment grade (BBB/Baa) and those that are unrated. It is not possible to invest directly in an index. 
Past performance does not guarantee future results.
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While often riskier and more volatile, EM debt 
offers attractive yield potential

10-year government bond yields

Source: FactSet, as of 12/31/25. Foreign investing, especially in emerging markets, involves additional risks such as currency and market volatility and political and social instability. EM refers to emerging market.  
Past performance does not guarantee future results. 
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Cash balances have increased even as more attractive 
total return potential is available in high-quality bonds

Money market assets remain at all-time highs, with balances topping $7.5 trillion
Trillions ($)

Cash balances have often peaked near 
recessions and stock market bottoms.

Rates on cash alternatives lag bond 
yields by considerable margins (%)

Source: FactSet, as of 11/30/25. Savings, money market, and 12-month certificate of deposit (CD) rates are measured by the FDIC national averages. Bond yields are represented by the Bloomberg U.S. Aggregate Bond Index, which tracks the 
performance of U.S. investment-grade bonds in government, asset-backed, and corporate debt markets. It is not possible to invest directly in an index. Past performance does not guarantee future results. 
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By the time investors shift to bonds, 
it may be too late

Money market and taxable bond flows over the past 25 years are telling
Trillions ($)

n  Money market rolling 12-month net flows     n  Taxable bond rolling 12-month net flows

Retail investors often pile into money market funds right up until rates hit cyclical 
lows. Only then—when the window of opportunity may be closed—do many shift to 
bonds. A better strategy may be to buy bonds while yields are still elevated.

Current Fed funds rate: 3.50%-3.75%: 
With further rate cuts likely, now may 
be an opportune time to buy bonds.

Source: FactSet, Bloomberg, U.S. Federal Reserve, as of 12/31/25. Money market and taxable bond flows are based on those respective categories as defined by Morningstar. They represent the sums of all the products within those respective 
categories and their asset flows. Past performance is no guarantee of future results.

n  Fed funds rate (%)
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In falling equity markets, a long/short strategy 
may help improve portfolio returns

Long/short has fared relatively well in down years for the S&P 500 Index
Morningstart Long/Short category average vs. S&P 500, 1995-2025

Over the past 30 years, long/short has 
outperformed the S&P 500 Index in 88% of 
12-month periods when the S&P 500 has 
posted a negative total return.

In 12-month periods when the S&P 500 has 
declined,  its average total return was -15%, 
versus only -2% for long/short—an excess 
return of +13%.

Source: FactSet, S&P Global, Morningstar, as of 12/31/25. Chart depicts the rolling 12-month excess returns of the Morningstar Long/Short category relative to the S&P 500 Index from 1995 through 2025. The S&P 500 Index tracks the stock 
performance of 500 of the largest publicly traded companies in the United States. It is not possible to invest directly in an index. Past performance is no guarantee of future results.  
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Our top portfolio ideas to consider now

U.S. quality at a reasonable price
Emphasizing companies with a combination of strong balance sheets and reasonable 
multiples should help position portfolios for the late-cycle economic environment in 
the United States.

U.S. mid-cap stocks
In our opinion, mid-cap stocks occupy a Goldilocks position in the U.S. equity market,  
with generally higher quality than small caps and more attractive valuations than large caps.

Non-U.S. equities
Within non-U.S. markets, we favor bottom-up opportunities in the industrials, technology, and 
healthcare sectors across both the growth and value styles. A weaker U.S. dollar could buoy 
non-U.S. equity positions broadly.

High quality for fixed income We see value in targeted high-quality segments of the fixed-income market, including 
municipal bonds, mortgage-backed securities, and investment-grade corporates.

Infrastructure and long/short
Within alternatives, we see infrastructure and long/short strategies as effective ways 
to lower equity beta and provide downside protection. Infrastructure offers compelling 
earnings estimates, while long/short strategies can provide alpha if markets broaden.

Diversification does not guarantee a profit or eliminate the risk of a loss.
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Our investment strategists
As co-chief investment strategists, Emily and Matt are responsible for developing and delivering timely market and economic insight to financial professionals 
and institutional investors across the country. Together, they lead the development of Manulife John Hancock Investments’ flagship quarterly market outlook, 
Market Intelligence. In doing so, they combine insight from the firm’s global network of asset managers, independent research firms, broker-dealers, and banks with 
top-down fundamental and macro analysis. They’re featured regularly on CNBC and Bloomberg TV and are quoted frequently in the financial press.

Emily R. Roland, CIMA
Co-Chief Investment Strategist

	  Emily Roland

Emily has over 20 years of industry experience. She joined 
the company’s investments division in 2004 and has held 
several positions in product management, competitive 
intelligence, and market and industry research. Prior to 
joining the firm, she held roles at GMO and the Boston 
Stock Exchange. Emily earned an M.B.A. from Boston 
College and a B.B.A. from James Madison University, 
and she holds the Certified Investment Management 
Analyst designation.

Matthew D. Miskin, CFA
Co-Chief Investment Strategist

	   Matt Miskin

Matt has over 20 years of industry experience. Prior to 
joining the company’s investments division in 2014, he was 
a manager due diligence analyst at LPL Financial Research, 
where he was responsible for manager and asset allocation 
changes related to the firm’s recommended list and 
discretionary models. Matt earned a B.S. in Finance from 
Elon University and an M.B.A. from Babson College, and he 
holds the Chartered Financial Analyst designation.

Views are those of Emily R. Roland, CIMA, and Matthew D. Miskin, CFA, of John Hancock Investment Management Distributors LLC and are subject to change. No forecasts are guaranteed. The commentary is provided for informational purposes only, is 
subject to change as market and other conditions warrant, and is not an endorsement of any security, mutual fund, sector, or index. Any economic or market performance is historical and is not indicative of future results. Investing involves risks, including 
the potential loss of principal.
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https://www.linkedin.com/in/emily-roland
https://www.linkedin.com/in/matthew-miskin/


The opinions expressed are those of the contributors as of 12/31/25, and are subject to change. No forecasts are guaranteed. This commentary is provided for informational purposes only and is not an endorsement of any security, mutual 
fund, sector, or index. John Hancock Investment Management Distributors LLC, John Hancock Investment Management LLC, and affiliates, employees, and clients may hold or trade the securities mentioned in this commentary. Past performance 
does not guarantee future results.

Asset manager views are compiled throughout the preceding calendar quarter through in-person discussions, reviewed research, and on-site visits. These inputs are complemented by third-party research collected during the calendar quarter.
Our views reflect Manulife John Hancock Investments’ proprietary weighting of these inputs.

A bearish reading indicates the potential for an asset to underperform its class or subclass on a risk-adjusted basis. A bullish reading indicates the potential for an asset to outperform its class or subclass on a risk-adjusted basis. A neutral 
reading indicates the potential for performance in line with the asset’s historical averages.

Stocks and bonds can decline due to adverse issuer, market, regulatory, or economic developments; foreign investing, especially in emerging markets, has additional risks, such as currency and market volatility and political and social instability; 
value stocks may decline in price; growth stocks may be more susceptible to earnings disappointments; the securities of small companies are subject to higher volatility than those of larger, more established companies; and high-yield bonds 
are subject to additional risks, such as increased risk of default. Fixed-income investments are subject to interest-rate and credit risk; their value will normally decline as interest rates rise or if an issuer is unable or unwilling to make principal or 
interest payments. Liquidity—the extent to which a security may be sold or a derivative position closed without negatively affecting its market value, if at all—may be impaired by reduced trading volume, heightened volatility, rising interest rates, 
and other market conditions. Hedging and other strategic transactions may increase volatility and result in losses if not successful. Currency transactions are affected by fluctuations in exchange rates. This material is not intended to be, nor shall 
it be interpreted or construed as, a recommendation or providing advice, impartial or otherwise. John Hancock Investment Management and our representatives and affiliates may receive compensation derived from the sale of and/or from any 
investment made in our products and services.

John Hancock Investment Management Distributors LLC, member FINRA, SIPC, 200 Berkeley Street, Boston, MA 02116, 800-225-5291, jhinvestments.com

Manulife, Manulife Investments, Stylized M Design, and Manulife Investments & Stylized M Design are trademarks of The Manufacturers Life Insurance Company and John Hancock and the Stylized John Hancock Design are trademarks of 
John Hancock Life Insurance Company (U.S.A.). Each are used by it and by its affiliates under license.

NOT FDIC INSURED. MAY LOSE VALUE. NO BANK GUARANTEE. NOT INSURED BY ANY GOVERNMENT AGENCY.

John Hancock Retirement Plan Services LLC offers administrative and/or recordkeeping services to sponsors and administrators of retirement plans. John Hancock Trust Company LLC, a New Hampshire non-depository trust company, provides 
trust and custodial services to such plans, offers an Individual Retirement Accounts product, and maintains specific Collective Investment Trusts. Group annuity contracts and recordkeeping agreements are issued by John Hancock Life Insurance 
Company (U.S.A.), Boston, MA (not licensed in NY), and John Hancock Life Insurance Company of New York, Valhalla, NY. Product features and availability may differ by state. Securities are offered through John Hancock Distributors LLC, 
member FINRA, SIPC. 

John Hancock Investment Management Distributors LLC is the principal underwriter and wholesale distribution broker-dealer for the John Hancock mutual funds, member FINRA, SIPC.
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