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2023 Outlook:  

Manulife Global Multi-Asset Diversified Income Fund  
Dec 
2022 

Income-oriented solution:  

From risks to opportunities – 

seeking high yields 

As markets continue to search for peak terminal 

rates, driven by accompanying Fed statements 

around tapering the magnitude of rate hikes going 

forward, sentiment has turned marginally positive in 

anticipation of a Fed that may not need to do as much 

heavy lifting going forward. 

Rates and yields, as well as the US dollar, have since 

softened, allowing for opportunities to trim some of 

the higher-yielding securities in the Fund for higher 

quality investment grade (IG) bonds and preferred 

securities names in order to manage the risk profile 

of the portfolio without sacrificing too much yield.  

We believe the narrative is shifting from risks to 

highlighting opportunities over the next 12 months, 

particularly across parts of global equities and 

emerging market (EM) Debt where valuations for the 

latter look attractive. For now however the Fund 

maintains its US bias given solid yield opportunities 

and a better US growth profile versus the rest of the 

world. EM remains interesting for spread and 

potential forex opportunity but risks around a global 

recession mean allocations here are at present 

continuing to be trimmed for a potential relook again 

Important Notes: 

1. Manulife Global Fund – Global Multi-Asset Diversified Income Fund (the “Fund”) invests in a diversified portfolio of equity, equity -related, fixed income and 
fixed income-related securities of companies and/or governments globally (including emerging markets), which exposes investors to fixed income and equity 
(including REITs) market risk, and geographic concentration and currency risk. 

2. The relevant distributing class of the Fund does not guarantee distribution of dividends, the frequency of distribution and the amount/rate of dividends. 
Dividends may be paid out of income, realized capital gains and/or out of capital of the Fund in respect of Inc share class(es). Dividends may be paid out of 
realized capital gains, capital and/or gross income while charging all or part of their fees and expenses to capital (i.e. payment of fees and expenses out of 
capital) in respect of MDIST (G) and R MDIST (G) share class(es).  Dividends paid out of capital of the Fund amounts to a return or withdrawal of part of 
the amount of an investor’s original investment or from any capital gains attributable to that original investment and may result in an immediate decrease in 
the net asset value per share in respect of such class(es) of the Fund. 

3. The Fund invests in emerging markets, which may involve increased risks and special considerations not typically associated with investment in more 
developed markets, such as likelihood of a higher degree of volatility, lower liquidity of investments, political and economic uncertainties, legal and taxation 
risks, settlement risk, custody risks and currency risks/control. 

4. The Fund’s investment in fixed income and fixed income-related securities, as well as cash and cash equivalents, is subject to high yield bonds risk, 
credit/counterparty risk, interest rate risk, sovereign debt risk, valuation risk and credit rating and downgrading risk.  

5. The Fund  intends to use financial derivative instruments (“FDIs”) for investment, efficient portfolio management and/or hedging purposes.  The use of FDIs 
exposes the Fund to additional risks, including volatility risk, management risk, market risk, credit risk and liquidity risk . 

6. Investment involves risk. The Fund may expose its investors to capital loss. Investors should not make decisions based on this material alone and should 
read the offering document for details, including the risk factors, charges and features of the Fund and its share classes.  

7. Given RMB is currently not a freely convertible currency,  payment of redemptions and/or dividend payment in RMB may be delayed due to the exchange 
controls and restrictions applicable to RMB. As offshore RMB (CNH) will be used for the valuation of RMB denominated Class(es), CNH rate may be at a 
premium or discount to the exchange rate for onshore RMB (CNY) and there may be significant bid and offer spreads and thus the value of the RMB 
denominated Class(es) will be subject to fluctuation.  Any devaluation of RMB could adversely affect the value of inves tors’ investments in the RMB 
denominated Class(es) of the Fund. 

 

Higher inflation and slowing growth, with the US Federal Reserve  (Fed) continuing 

to raise rates alongside geopolitical uncertainty, have triggered notable selloffs in 

global equity and fixed-income markets. With rates moving higher and a challenging 

growth outlook ahead, we believe that while it is crucial to manage risk, an income-

oriented solution like the Manulife Global Multi-Asset Diversified Income Fund (the 

Fund) should continue to provide portfolio resilience during periods of market 

volatility, offering a defensive income solution through natural yield opportunities for those investors 

who want to keep pace with inflation and achieve a sustainable income. 
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into next year. The extent to which the stagflationary 

trough lingers is key to the Fed’s hike profile, terminal 

rates, and global growth prospects, which could 

cause yet more challenging market conditions into 

2023. We believe exposure to income-oriented 

solutions, that offer more defensive attributes will 

help weather some of the volatility over the course of 

2023.1 

Resilience in a challenging market 

It is unusual to see double-digit losses across equity 

and bond indices simultaneously. However, global 

equities and fixed income retreated by more than 

14% and 16%, respectively, over the year to date. 

Among the few gainers this year were the US dollar 

and commodities, posting gains in excess of 10% 

and 22% for the first eleven months of 2022. 

The Fund retreated by 12.58% year-to-date although 

delivered its primary income objective of a 7%-8% on 

average payout over the course of 2022, whilst also 

maintaining its competitiveness versus similar high 

income generating peers. Against a backdrop of 

market volatility, the Fund has demonstrated a strong 

downside capture profile during the weakest months 

given its exposure to lower volatility, lower beta 

equities and the premium received from managed 

option-writing strategies and coupon payments. The 

Fund’s dividend yield of 8%-9% remained stable in 

 

1  Bloomberg, MSCI, as of 30 November 2022. Performance is in USD 

and total return. Equities indices represented by MSCI indices. 

Preferred securities = ICE BofAML US All Cap Securities index; 

Emerging market debt = JPM EMBI Global Diversified Composite 

(USD). Asian bond = Markit iboxx Asian USD dollar bond (Far East) 

the second half of 2022, with the majority of its 

payout generated by underlying natural yields (7% at 

the end of November 2022). Achieving high natural 

yields is particularly important for income stability 

when markets are volatile because the Fund relies 

less on capital appreciation or paying out of capital 

to meet its high-income objective. The Fund has 

historically achieved this through a diverse 

opportunity set of natural income sources. 

Macro anchors: Inflation, growth, and the Fed 

As a result of the Russia-Ukraine conflict, lower 

growth and higher inflation resulting from elevated 

commodity prices and uncertainty are likely to derail 

any short-lived momentum – albeit prices have 

moderated since the summer 2022. Global growth 

and earnings forecasts are being reduced, with 

Europe most vulnerable, whilst the US will also 

remain challenged. 

A potential threat to inflation remaining elevated 

could potentially come from the additional demand 

for goods and services, basic materials, and metals 

from China should mobility levels pick up – this could 

be an additional variable in respects a more lingering 

elevated global inflation trend that the Fed will need 

to address. 

TRI. Global high yield bonds = Bloomberg Global High Yield total return 

index unhedge.  Global Investment grade bonds = Bloomberg global 

aggregate total return index unhedged USD. US dollar = US dollar 

index. Commodities = Refinitiv/CoreCommodity CRB(R) index total 

return. Past performance is not indicative of future performance. 

Chart 1: 2022 year-to-date global asset class performance (%)1 
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We expect a pause in the Fed’s rate-hiking cycle 

around the first quarter of 2023 and a peak of close 

to 5%, with current expectations of a Fed cut in the 

third quarter of 2023. We remain rather cautious, 

however, given the Fed will remain hiking into a 

slowing, weakening global growth profile, albeit the 

magnitude of hikes could taper somewhat. Besides 

the Fed, we maintain our view that other developed-

market central banks (such as the Bank of Canada) 

will begin easing before the end of 2023 as growth 

deceleration overtakes inflationary concerns. 

In the next section, we’ll detail the positioning of 

different sleeves in the Fund.2 

Fixed income: spread opportunities in 

emerging markets and a focus on US high 

yields 

The Fund has a fixed-income bias, which provides a 

key source of income, with approximately 55% 

exposure across the asset class. The portfolio holds 

developed market high-yield (HY) bonds, preferred 

securities, and emerging-market (EM) debt (mostly 

USD denominated credits over sovereigns) with 

 

2  Source: Manulife Investment Management, as of 31 October 2022. 

Distribution yield applies only to AA (USD) MDIST (G) Share class. 

Dividend rate is not guaranteed. Dividends may be paid out of capital. 

Refer to important note 2. Please note that a positive distribution yield 

does not imply a positive return. Past performance is not indicative of 

future performance. Annualised yield = [(1+distribution per unit/ex 

dividend NAV)^distribution frequency]–1, the annualised dividend yield 

underlying yields of 6.9%, 8.0%, and 8.3%, 

respectively3. In 2023, fixed income should remain a 

key income source.  

We expect a pause in the US Federal Reserve’s 

(Fed) rate-hiking cycle around the first quarter of 

2023 and a peak of close to 5%. Given its dominant 

high yield credit exposures, the Fund has a naturally 

lower duration profile and, therefore, is less sensitive 

to rising rates. Credit risk remains the primary risk 

within the fixed income bucket, where the team 

believes they can add value in terms of yield and 

spread opportunities into 2023. 

In high yield, the new issue market was more active 

during November which helped market performance.  

The team added to a new issue in a secured bond 

from a large communications issuer yielding 12%.  

The team added to their exposure in a secured 

technology issuer at a yield of 9%.  As high yield 

continues to rally, the team sold some of their higher 

quality issuers to fund purchases in preferred 

securities.  The Fund continues to seek for yield 

whilst aiming to ensuring investors are not exposed 

to outsize risks. 

is calculated based on the latest relevant dividend distribution with 

dividend reinvested, and may be higher or lower than the actual annual 

dividend yield. Diversification or asset allocation does not guarantee a 

profit nor protect against loss in any market. 
3  Manulife Investment Management, as of 30 November 2022. 

Chart 2: Natural underlying yield as a major source of income2 
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The team is in favour of US fixed income. High-

yielding bonds are naturally less rate sensitive and 

are a large part of the Fund’s fixed income exposure  

and one of the major contributors to overall portfolio 

yield4 .  The team has trimmed some positions in 

lower-quality high yields and shifted to higher-quality 

high yields (as well as investment-grade bonds and 

preferred securities), improving the quality of the 

portfolio without sacrificing too much yield. Although 

expectations are for fewer spread opportunities from 

the US, they could remain a solid contributor to yield. 

The team also likes the defensive resilience within 

preferred securities, particularly across North 

American power producers, insurers, banks and 

midstream energy given their attractive yields but 

relatively lower default risk. 

Chart 3: Yield by asset classes5 

 

■ Options strategy, 41% ■ Preferreds, 4% 

■ High yield debt, 25% ■ Investment grade, 7% 

■ Emerging markets debt, 13% ■ REIT, 1%  

■ Global equity, 6% ■ Cash and cash  

equivalent, 3% 

Regarding EM debt, the team has reduced 

exposures throughout 2022. Pockets of Eastern 

Europe and Asia remain challenged – albeit more 

recently the Asia credit rally has been a contributor 

to the Fund, whilst exposure to commodity 

 

4  Manulife Investment Management, as of 30 November 2022. Within 

fixed income sleeve, high yield bonds were the largest fixed income 

sector in the Fund, accounting for 53% of the fixed income exposure. 

In terms of yield contribution, 25% of yield was generated from high 

yield debts. 

economies has been patchy as base metal prices 

have been impacted by slowing global and China 

demand. 

In Emerging markets, the team has exited positions 

in higher quality shorter duration issuers to fund 

purchases of preferred securities and new emerging 

market positions in a Peruvian oil and gas producer 

and a Brazilian metals and mining issuer which have 

credit specific attractive fundamentals as well as 

yields that are aligned with the income objective of 

the Fund. 

In regard to opportunities in Asia, the portfolio has 

held onto some challenging positions across the 

credit spectrum, given a view towards supportive 

China property policy on the horizon. The recent 

announcements by the Chinese authorities, which 

aim to support the healthy development of the 

housing market and retrieve equity refinancing of 

developers, have helped to regain some of the lost 

Asia credit performance year-to-date. A tactical 

recovery in pockets of the Chinese markets has led 

to a positive retrace amongst the China developer 

credits in the portfolio. However structurally property 

transactions and the demand for new home sales 

remain weak. We are closely monitoring if there will 

be further measures on a potential COVID-exit 

strategy and policy easing measures to support the 

economy and property market.  

Recent decision making around Asia credits has 

been to lock in profits from some of the Chinese 

developers that have rallied strongly and rebalanced 

into some of the laggard China developer names.  

Furthermore, Macau credits have also added 

positively to performance as license renewals have 

been expedited, removing a long-standing overhang 

for the sector. Southeast Asia high yields and frontier 

credits also traded on more constructive macro 

sentiment and fund inflows. 

5  Manulife Investment Management, as of 30 November 2022. No 

investment strategy or risk management technique can guarantee 

returns or eliminate risk in any market environment. Dividend yield is 

not guaranteed. Dividend may pay out of the capital. 
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Key developments to monitor over the coming 

months will be China’s commitment to COVID policy 

relaxation amid surging winter cases, signals from 

China’s top leaders’ meeting on the 2023 economic 

growth target and policies towards major sectors, 

and of course the end of year FOMC December rate 

decision. 

Equities: increased tech exposure, dividend 

equities and lower-beta names  

Levels of uncertainty suggest continued market 

volatility ahead. However, valuations within some 

sectors have more than halved without a 

corresponding decline in earnings or cash flow. This 

suggests a disconnect between market conditions 

and fundamentals in some quality franchises.  

Given an underweight in IT equities for a 

considerable period, the Fund has been adding 

incremental exposure to IT since June 2022, which 

is largely valuation driven. The recent pullback has 

provided an opportunity to add into tech positions 

with select existing holdings and establish positions 

in new names where there is a meaningful discount 

to fair value valuations whilst also exhibiting positive 

upside reward versus risk.  

The equity portfolio within the Fund is developed 

market dominated, a blend of growth and non-growth 

holdings, albeit with a slight defensive value tilt that 

we believe will hold up better within an environment 

of slowing growth and high inflation. Income-oriented 

dividend equities, cyclicals, and value, as well as 

energy and defensives, remain relatively more 

attractive in this environment of macro and policy 

uncertainty. We also prefer lower-beta equities that 

offer sustainable dividends, like consumer staples, 

utilities, and real estate. 

 

6  Manulife Investment Management, as of 30 November 2022. 

Option writing strategy: not stock-specific 

but diversified at the index/country level, 

positioned for income generation and 

downside protection 

The option-writing strategy remains a core harvester 

of income premiums and a notable contributor to 

overall portfolio yield. In terms of yield contribution, 

41% of the yield was generated from the option-

writing strategy6.  

With an option writing strategy in place, the Fund 

could offset some of the negative market drawdowns 

with premiums harvested via selling both puts and 

calls, which help stabilise income. In the event of a 

market decline, the put premium will likely be eaten 

away while the call premium likely remains to be 

realised as income. Conversely, when the market 

rises, the opposite should happen. Call premiums 

are likely eaten away while the put premium likely 

remains to be realised as income. 

The more volatile the market, the higher the option 

premiums received. These higher premiums can 

allow us to sacrifice some additional premia when we 

have a directional view of the market while 

maintaining a reasonable amount of income potential 

overall. 

Going into 2023, we believe the market will remain 

volatile. This option strategy should benefit from 

earning high premiums and continue to add value 

through index and/or country-level option writing, 

which can be tactically adjusted to navigate market 

risk. 
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Diversified income sources to tackle the 

challenging backdrop  

Investors are watching closely to see if the current 

uncertainties will be resolved – especially the timing 

of a Fed rate pause or focus towards slowing growth. 

Investors will also want to know whether inflation and 

the global growth slowdown can be controlled 

towards a soft landing. Until we get answers to these 

questions, financial markets are expected to remain 

volatile. Therefore, our Global Multi-Asset Diversified 

income-oriented solution will maintain its appeal in 

the year ahead. Through a mixture of high yield, 

preferred securities, REITs, equities, and options, 

investors could benefit from a certain degree of 

defensiveness and potentially gain a higher income 

as the Fund’s primary objective aims. If the market 

becomes risk on, the upside capture may not be as 

significant versus the more growth-oriented peers 

given the current allocations. However the team will 

look to pull the relevant levers should it be more 

appropriate to improve the upside capture profile of  

 

the portfolio which could be implemented via more 

growth oriented equities, less equities with a call 

writing structure, or additional exposures to spread 

opportunities in EM – this approach would likely take 

on relatively more downside risk - the team has less 

conviction on this implementation given the current 

uncertainties around recession and inflation but 

would look at opportunities as they arise. 

We believe tactical positioning will be more prevalent 

as we move into 2023, and we can nimbly add and 

reduce risk in the portfolio, as well as capture yield 

opportunities as they arise. The trade-off between 

generating yield, which is the Fund’s primary 

objective, and capital appreciation through tactical 

equity allocations, or tactical decision making around 

options writing, could be the key determinants of the 

total return and yield generation for the Fund into 

2023. 

Chart 4: How option writing can provide downside protection 

 

For illustrative purpose only. 

Source: Manulife Investment Management 
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Disclaimer 

Investment involves risk. Investors should not make investment 

decisions based on this material alone and should read the 

offering document for details, including the risk factors, charges 

and features of the product. This material has not been reviewed 

by the Securities and Futures Commission.  Issued by Manulife 

Investment Management (Hong Kong) Limited. 

2634256 

 

 

 

 

 

 

 

 


