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Navigating interest rate and 

growth uncertainty with high 

income multi-asset solutions 

Let’s review the market performance of major asset 

classes so far this year: 

• Markets were broadly positive year-to-date 

(January to November 2024), with expectations 

for US monetary easing shifting significantly 

throughout the period as markets bet on the 

Fed’s next move as well as their ability to 

engineer a “soft landing”. Despite periods of 

negativity, including around March / April, 

August, and more recently in October ahead of 

the US elections, markets have recovered to end 

the period higher. We continue to expect bouts of 

market volatility as geopolitical uncertainty 

continues. 

• Fixed Income performance year-to-date is 

broadly positive across sectors, led by preferred 

securities which continues to benefit from 

relatively low duration, high quality, and attractive 

yield. It was followed by less-rate-sensitive global 

high yield. On the other end, investment grade 

bonds relatively underperformed during a higher 

rate environment which characterised much of 

the year, though it eked out a positive 

performance during the period. 

 

• On the equity side, strong performance 

characterised much of the period across sectors 

and regions. The US continued to be the clear 

winner, buoyed by the success and 

outperformance of mega-cap names and a 

comparatively resilient economy. By sector, 

financials and tech remained at the forefront. 

Meanwhile, other developed markets including 

Japan and Europe relatively underperformed, 

Important Notes: 

1. Manulife Global Fund – Global Multi-Asset Diversified Income Fund (“Manulife Global Multi-Asset Diversified Income Fund” or 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 
risk relating to active asset allocation strategy, equity (including REITs) market risk, and geographic concentration and currency risk. Certain investors may also be subject to 
the risk relating to RMB hedged share class. 

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 leverage 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. 

 

In 2024, we have witnessed major developed market central banks, including the US Federal Reserve 

(Fed), starting their easing cycles. Given the resilient performance of the US economy, we expect the 

Fed to reduce the Fed funds rate at a measured pace, which translates into a fairly higher-for-longer 

rate environment. We therefore believe that multi-asset income solutions like the Manulife Global 

Multi-Asset Diversified Income Fund (GMADI - the Fund) will remain relevant and attractive for 

investors as yields remain high, offering the opportunity to capture an abundance of elevated yields 

in the market. The flexibility of allocating between traditional (fixed income) and non-traditional (option 

writing) income sources helps navigate potential rate and growth outlook uncertainties while 

maintaining relatively stable yield generation. 
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with the former facing currency and interest rate 

challenges and the latter a series of disappointing 

data releases and political uncertainty in core 

economies. Latin America was another laggard 

by region with both Brazil and Mexico negative 

over the period, pulling down broader emerging 

markets (EM) despite a stronger showing from 

China post government stimulus. 

 

 

 

 

Chart 1: 2024 year-to-date major asset classes cumulative performance (%)1 

 

 

1 Source: Bloomberg, FactSet, data as of 30 November, 2024. 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. Asian Dollar Bond represented by Markit iboxx index. 
Global high yield bond = Bloomberg Global High Yield total return index unhedge. Global Investment grade bond represented by FTSE indices. Commodities 
= TR CRB Index. US dollar = US dollar index. Past performance is not indicative of future performance. 

 

 

 

 

 

 

Chart 2: 2024 year-to-date global equity sector cumulative performance (%)1 
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GMADI’s income profile was 7.5% at launch in 2019 

when rates were zero, whilst US Fed fund rates have 

risen as much as 525 basis points (now up 450 basis 

points from zero rates) 2 , GMADI payout is now 

approximately 8% 3  and has de-risked its portfolio 

profile since then. We don’t see any significant 

impact on the distribution yield amid a US rate cutting 

cycle, and we expect the payout to remain 

competitive and high single digit into the foreseeable 

2025. 

 

Critically, the Fund’s distribution yield is well above 

inflation, so investors are not eroding their 

purchasing power. Additionally, the yield itself is not 

unrealistically high, meaning that distributions do not 

have to rely on persistently paying out of capital.  

We expect the Fed to cut rates at a measured pace, 

and therefore, rates will remain fairly higher for longer 

– we believe investors can continue to be paid well 

through yield capture in such an environment and 

income strategies will remain attractive into 2025. In 

an unlikely situation where the Fed cuts rates 

aggressively, we think the demand for yield will 

increase (similar to the low interest rate environment 

a few years ago).  

 

Fixed income 

Fixed income securities are the Fund’s key income 

sources, contributing 48% of its natural underlying 

yield (30% from global developed markets high yield 

bonds, 5% from emerging market debt, 10% from 

investment grade bonds, and 3% from preferred 

securities)4.  

High yield bonds historically delivered strong returns 

during Fed easing periods (except during the Global 

Financial Crisis). At present we see markets pricing 

in a US soft landing scenario, which has translated to 

narrowing spreads across most of fixed income, with 

even tighter spreads in the high yield space. It is 

crucial to emphasise the importance of flexibility and 

selecting the most appropriate securities within a 

capital structure to generate significant income, 

 

2 US Federal Reserve, as of 10 December 2024. 
3 Source: Manulife Investment Management. For the period ended 29 
November 2024, the annualised yield of the Fund’s AA (USD) MDIST (G) 
class was 8.07%. Dividend rate and dividend are 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. 

preserve capital, and limit permanent capital losses 

due to defaults.  

 

Preference shift to high quality investment-

grade credits 

In 2025, High Yield corporate bonds may continue to 

offer competitive income generation, though we are 

concerned that valuations are stretched and do not 

prefer the riskiest segment of the market (CCCs 

grades and below) which see disproportionate 

defaults. However more recently we have made 

additions into the CCC space given expectations of 

moderating default rates.  Meanwhile, we continue to 

shift our preference toward high-quality investment-

grade credits, and we see the appeal in select 

floating-rate fixed income over select high-yield 

bonds. 

We believe there are appealing income opportunities 

within credit and spread sectors, with the potential for 

spread compression and limited risk of permanent 

capital impairment. The preferred asset class is 

considered attractive to fairly valued, and well-

positioned for more restrictive financial conditions.  

Similarly, we see opportunities in emerging market 

credit as valuations more adequately reflect 

corporate conditions, but given the challenging 

global growth outlook, we are very selective. We are 

warming up to Asia credits given a more positive 

outlook on broader EM Debt. 

We believe default risks are subsiding as growth 

remains stable and potential US new administration 

policy favours corporates further. Potential measures 

targeting China may lead to volatility across Chinese 

asset classes, however the Fund has limited China 

fixed income exposure currently, favouring broader 

Asia fixed income ideas.  

 

Option writing 

GMADI has a globally diversified set of exposures 

which are expected to offer diversified coupon and 

dividend opportunities via fixed income, alongside 

option writing which has consistently been a core 

Annualised yield = [(1+distribution per unit/ex dividend NAV)^distribution 
frequency]–1, the annualised dividend yield is calculated based on the 
latest relevant dividend distribution with dividend reinvested, and may be 
higher or lower than the actual annual dividend yield. Fund inception 
date: 25 April 2019 
4 Manulife Investment Management, data as of 30 November, 2024. 
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driver of income (currently accounting for 38% of the 

Fund’s natural underlying yield4)– which we also 

expect to remain so under the US new 

administration.  

The Fund has active equity security selection with the 

potential to generate alpha. The team prefers not to 

write options on single securities but rather look 

towards index level option writing that allow us to 

reflect our active asset allocation views, by selling 

away index upside through call writing, but retaining 

the individual security upside return generation. 

Furthermore, by adopting a complementing put 

writing strategy, we can generate a profile that is 

more defensive than owning the outright equities 

(without a put writing overlay). If markets fall, we lose 

on the equity returns but this is offset by the 

premiums retained on the call side, offsetting 

downside on other parts of the portfolio. If markets 

rise, the portfolio benefits from equity upside 

participation whilst a percentage of the equities that 

have a covered call writing structure attached won’t 

generate all the traditional upside but will receive 

income in the form of premiums from selling those 

covered calls, and at the same time, the Fund is able 

to capture and retain premiums on the put side. 

Persistent option writing within the portfolio is 

expected to continue on a solid footing as a tool to 

generate sustainable premiums and enhance yield 

for the portfolio. As volatility rises, the portfolio is able 

to capture elevated volatility as it is reflected in option 

pricing which the fund sells. Option writing offers the 

flexibility to add more potential income capture or 

reduce potential income capture instead for returns. 

If markets are bullish, GMADI can reduce the call 

writing or increase put writing – and vice versa in an 

expected bear market.  

The portfolio is consistent in writing 30 Delta country 

and index calls and 50 Delta puts, with tactical 

decision making around this—including frequency, 

strike levels, and coverage—depending on market 

views and volatility expectations. 

We see options writing to continue to add value to 

the Fund via premium generation through index-level 

and/or country-level option writing which can be 

tactically adjusted to navigate market risk. 

 

 

5 As of 30 November, 2024. Information about the portfolio holdings is 
historical and is not indication of the future composition. Diversification 

Equities 

Overall, the equities within the portfolio maintained 

sector diversification, with overweight exposure 

towards consumer discretionary and healthcare, and 

energy to a small margin - well positioned to capture 

a broader market return. The Fund has underweights 

in technology and financials to mitigate sector-driven 

volatility5.   

More recently, the team have trimmed back some of 

the smaller exposures as well as exited a handful of 

equity names post some disappointing sales results. 

Select semi-conductor names were exited whilst 

some of the relatively lower market cap names were 

more levered than preferred and therefore warranted 

an exit. The portfolio previously had close to 100 

equity names which has now been trimmed to around 

85 high conviction names with the proceeds added 

to existing names5. 

At a time when we’re seeing peak-level US equity 

valuations, continued uncertainty in the geopolitical 

environment, and wider dispersion in markets, there 

is value in taking a more cautious approach. Going 

into 2025, we continue to focus on quality across 

equity assets.  

Within the United States, there is an opportunity for 

healthcare, consumer discretionary and financials, 

and we still feel the large-cap growth story has some 

legs. Japan is enjoying improving fundamentals and 

reasonable valuations, and it stands to benefit from 

positive corporate governance reforms. Outside of 

Japan, Asia-Pacific is well-positioned as a defensive 

play within a slower growth, manufacturing-led world. 

 

Conclusion: Tactical positioning will be more 

prevalent again in 2025 

Overall, we expect the market to experience some 

volatility into 2025, particularly as investors reprice 

interest rate and potentially inflation expectations. 

We maintain that there are downside risks to the 

economy given tighter credit conditions, but hopeful 

these will be alleviated into 2025. Tactical positioning 

will be more prevalent again as we continue into 

2025, to be able to nimbly add and de-risk portfolios 

as well as add to yield opportunities as they arise. 

or asset allocation does not guarantee a profit nor protect against loss in 
any market. 
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Disclaimer 

Manulife Investment Management is the global wealth and asset 

management segment of Manulife Financial Corporation. This material, 

intended for the exclusive use by the recipients who are allowable to 

receive this material under the applicable laws and regulations of the 

relevant jurisdictions, was produced by and the opinions expressed are 

those of Manulife Investment Management as of the date of writing and 

are subject to change. 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 is not an indication of future portfolio 

composition, which will vary. 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. There is no assurance that such events will occur, and may be 

significantly different than that shown here. 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 a recommendation, professional advice, an offer, solicitation 

or an invitation by or on behalf of Manulife Investment Management to 

any person to buy or sell any security. This material should not be viewed 

as a current or past recommendation or a solicitation of an offer to buy 

or sell any investment products or to adopt any investment strategy. 

Nothing in this material constitutes investment, legal, accounting or tax 

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. Past performance is not an indication 

of future results. 

Investment involves risk. Investors should not base on this material alone 

to make investment decisions and should read the offering document (if 

applicable) for details, including the risk factors, charges and features of 

any investment products. 

Proprietary Information – Please note that this material must not be 

wholly or partially reproduced, distributed, circulated, disseminated, 

published or disclosed, in any form and for any purpose, to any third party 

without prior approval from Manulife Investment Management. 

This material is issued by Manulife Investment Management (Hong 

Kong) Limited.  

This material has not been reviewed by the Securities and Futures 

Commission (SFC). 
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