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Economy–
Goldilocks and the three bears
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The have and have not economy. Manufacturing continues to struggle, services resilient
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A reading above 50 indicates 

expansion while a reading below 

50 indicates contraction.

Source: Bloomberg, Manulife Investment Management, as of 8/24/2024. PMI refers to Purchasing Managers' 
Index. 
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The Sahm Rule has been triggered
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The Sahm Rule identifies signals related to the start of a recession when the three-month moving average of the national unemployment rate (U3) rises 
by 0.50 percentage points or more relative to its low during the previous 12 months.
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Equities–
The ugly duckling
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Equity Asset Class performance – ytd and 3-month returns
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Source: Bloomberg, Manulife Investment Management, as of 8/31/2024.
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Earnings growth likely to be choppy and challenging
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1-yr and 2-yr median CAGR forward returns once the Fed has started cutting rates 

Source: Bloomberg, Manulife Investment Management, as of February 29, 2024. U.S. High Yield does not include the ‘74, ’80, ‘81 and ’84 rate-cut cycles. U.S. Mid Cap and 
Russell 2000 doesn’t include the ’74 rate-cut cycle. CAGR refers to compound annual growth rate
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Fixed income– 
the three little pigs
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Fixed Income Asset Class performance – ytd and 3-month returns
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Source: Bloomberg, Manulife Investment Management, as of 8/31/2024.
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The three phases of fixed income

PHASE 1

The sweet spot

• Clip the coupon

• Take advantage of 
investment-grade yields that 
are higher than they have 
been in 15 years 

International

PHASE 2

Duration is your friend

• Increase duration as 
economy weakens

• Government bond yields tend 
to fall as the economy 
weakens resulting in price 
appreciation

PHASE 3

Take on risk

• Look for opportunities in lower 
quality bonds that have sold off

• In weak economic 
environments, high-yield bond 
spreads widen providing 
opportunities to find 
dislocations between price 
and risk

11

Canada
United 
States



Capital Market Strategy

Bond prices remain below their historical averages

12



Capital Market Strategy 13Capital Market Strategy

Market Volatility –
Hansel and Gretel
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The election doesn’t typically impact the markets
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Investing behaviors that decrease your odds 

of financial security

Five investing 
mistakes to avoid

O P T I O N  3
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There are two key ingredients to successful 

investing: The ability to measure 

probabilities properly and being able to 

control your emotions effectively. Here’s the 

tricky bit about investing―oftentimes, the 

probabilities are in your favour when your 

emotions are running high.

This guide highlights Investing Behaviours 

that increase your odds of financial security 

in the hope that you’re more likely to avoid 

investing pitfalls if you’re aware of them.
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Hubris 
The personality quality of extreme 
or excessive pride or overconfidence 
in one’s ability

17Capital Markets Strategy
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Various equity indexes: 
annual returns by calendar year

18Source: Bloomberg, Manulife Investment Management, Capital Markets Strategy. As of June 30, 2024

Hubris or overconfidence bias in investing is an 

emotional bias where an investor overestimates 

their skill. It often leads to poor investment 

decisions at the expense of long-term returns. 

Why do investors tend to become overconfident? 

Historically, markets have trended higher in the 

long run. For example, the S&P 500 Index (a 

broad measure of U.S. blue chip stocks) has 

been positive nearly 90% of the time on a rolling 

5-year basis over the past 50 years. Bull markets 

do a wonderful job of ‘pumping up’ our egos, 

making us believe that our investment acumen is 

superior. 

The table highlights global equity returns over the 

past decade and shows that rarely do yesterday’s 

champions become tomorrow’s winners. If an 

investor identified the right equities one year, it 

would become increasingly difficult to select the 

‘winner’ consistently in the following years. 

Ultimately, this table illustrates the importance of 

diversification.

When it comes to investing and improving 

returns, it could be useful to remember the 

saying, “don’t confuse brains with bull market.”
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S&P 500 Nasdaq Russell 2000

S&P TSX MSCI Europe MSCI EAFE

MSCI Asia x Japan Oil Commodity Gold Commodity

Nikkei FTSE Global Developed REIT S&P Global Infrastructure

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 ytd

56.7% 15.9% 9.1% 45.0% 38.7% -1.6% 35.2% 43.6% 55.0% 6.7% 43.4% 18.3%

38.3% 13.4% 5.7% 19.5% 28.2% -3.9% 34.5% 25.1% 27.2% -0.3% 28.2% 18.1%

37.0% 11.4% 5.5% 17.5% 21.8% -4.7% 28.9% 22.5% 26.9% -3.7% 24.2% 14.5%

29.6% 9.0% 0.1% 9.5% 19.1% -6.2% 23.7% 18.4% 22.4% -8.7% 15.1% 13.8%

19.4% 7.4% -0.7% 8.2% 19.4% -11.6% 23.1% 16.3% 21.7% -9.4% 15.0% 12.8%

16.4% 7.1% -3.3% 8.1% 15.6% -12.1% 22.2% 16.0% 21.4% -11.9% 13.1% 8.6%

10.3% 4.1% -5.7% 7.5% 13.5% -12.2% 21.8% 5.4% 13.7% -16.8% 12.7% 6.9%

9.6% 3.5% -10.4% 5.0% 13.1% -13.1% 19.1% 2.2% 8.8% -19.4% 10.9% 4.4%

7.2% 2.2% -11.1% 2.9% 12.5% -13.2% 18.4% -5.4% 8.4% -21.5% 8.1% 3.5%

4.4% -1.4% -11.3% 0.4% 11.4% -16.1% 18.3% -8.2% 4.9% -21.6% 3.6% 1.5%

0.7% -7.3% -14.6% -0.5% 7.3% -16.4% 18.2% -8.7% -3.6% -24.4% 2.5% 1.0%

-28.3% -45.9% -30.5% -1.9% 6.0% -24.8% 15.4% -20.5% -6.4% -33.1% -10.7% -3.2%
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Impatience 
The personality quality of having 
the tendency to be highly irritable 
or easily frustrated when faced 
with delays.
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2023 Canada Bond Index
Fully invested vs. missing the best days

20
Source: Bloomberg, Manulife Investment Management, Capital Market Strategy. As of December 31, 2023
Index is FTSE Canada Universe Bond Index

Patience is a virtue when it comes to investing

In an ideal world, investment returns would be 

equally distributed throughout the year; however, 

this is very rarely the case. 

For evidence, look no further than returns for 

Canadian bonds in 2023. An investor who was 

fully invested in Canadian bonds throughout the 

year would have earned 6.7% by year end; but 

returns for the asset class were flat until end 

October—an entire year of return was realized in 

two months. 

Crucially, it’s important to be fully invested since 

missing the best days can hurt your returns. In 

2023, if you missed the 5 best days — to put that 

into context there are roughly 250 trading days in 

a year — your calendar-year return would have 

fell from 6.7% to 0.7%!

Investors who suggest that your returns would be 

higher if you missed the worst days fail to 

understand that the best and worst trading days 

are typically lumped together (i.e., they tend to 

occur in quick succession). You would have to 

have the foresight to ‘get in’ and ‘get out’ with 

precision, which is an impossible task. 

Capital Markets Strategy
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Anxiety
The feeling of worry, nervousness or 
unease typically about an uncertain 
outcome

21Capital Markets Strategy
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Corrections are normal

22Source: Bloomberg, Manulife Investment Management, Capital Markets Strategy. As of December 31, 2023

“The idea that a bell rings to signal when to get 

into or out of the stock market is simply not 

credible. After nearly 50 years in this business, I 

don’t know anybody who has done it successfully 

and consistently. I don’t even know anybody who 

knows anybody who has.” -- Jack Bogle

Stock market corrections are both very common 

and very difficult to predict. Since 1980, the S&P 

500 Index has fallen an average of ~14% in any 

given calendar year but is positive 78% of the 

time for the full year, with an average return of 

~10%.

Investing is a probability-based decision, and the 

historical evidence suggests that the odds of 

success are in an investor’s favour when 

allocating capital to stocks when they have 

entered a correction. 

But when the correction occurs, investors are 

often paralyzed by emotion—particularly fear—

and tend not to take advantage of opportunities 

that emerge 

When you’re in the middle of the storm, it’s hard 

to see that sunny days are ahead!
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S&P 500 Index: calendar year and maximum intra-year returns
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Fear
An unpleasant emotion caused by the 
belief that someone or something is 
dangerous, likely to cause pain

23Capital Markets Strategy
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Investors are rewarded by buying when the 
market sells off

24
Source: Bloomberg, Manulife Investment Management, Capital Markets Strategy. Data as of 1970. 
As of December 31, 2023

‘Be fearful when others are greedy and greedy 

when others are fearful’ ~ Warren Buffett

Market corrections are normal and so is market 

volatility. In fact, on average, the broad U.S. stock 

market measured by the S&P 500 Index 

experiences a couple of 5% pullbacks in any given 

year, a 10% correction every couple of years, and 

a 20% bear market every 4 years or so. 

So—if market corrections and market volatility 

are indeed normal, then the question that 

investors need to ask themselves isn’t “when?” 

but “why?”. Once we’re able to answer the 

“why?”, then we can move on to the “what?”, as 

in “what do we do now?”.

Simplistically, for sell-offs less than 15%, if the 

‘why’ is due to the likelihood of a recession, 

investors would be well served to take a cautious 

approach. That being said, if the magnitude of 

the sell-off is greater than 15%, history suggests 

investors could consider ‘closing their eyes and 

buy’ because the ‘why’ isn’t as important 

because the sell-off has provided a material 

buffer of safety regardless of the economic 

outlook. 
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S&P 500 Price Index 1-year forward returns after sell-offs 
from 52-week peak
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Cynicism
The behavior characterized by a 
general distrust of the motives of 
others or things

25Capital Markets Strategy
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The market tends to produce 
above-average returns

26Source: Bloomberg, Manulife Investment Management, Capital Markets Strategy. As of December 31, 2023

Investors are often cynical when it comes to 

their view of market returns. They tend to 

believe that negative returns are more likely 

and that outsized returns are few and far 

between. This cynicism is unfounded.

In reality, over the past 55 years, the broad 

U.S. stock market as measured by the S&P 

500 Index has been negative approximately 

20% of the time. 

The U.S. stock market has posted substantial 

positive calendar-year returns since 1970  

nearly 80% of the time. 

During this period, the S&P 500 Index 

returned greater than 10% nearly 60% of the 

time. And  of thse, over a third of calendar-

year return has been greater than 20%. 

Steer clear of cynicism and negativity as an 

investor—it’s a wonderful way to erode your 

return. 
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Evaluating S&P 500 Index calendar-year price returns
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Investing is like soap…

the more you touch it, 

the smaller it gets…

Capital Markets Strategy
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How to stay in touch with us

Investments 
Unplugged

Check out our insightful, lively 
podcast (over 23,000 listeners 
and over 54,000 downloads) for 
access to ideas from a range of 
experts who cover current 
market happenings, as well as 
investment trends and 
opportunities.

Listen in.

WYNTK 
monthly email

This opt-in monthly newsletter, 
with over 2200 subscribers, 
highlights top-of-mind topics—
financial and economic activity 
that captures the Capital 
Markets Strategy Team’s 
attention—and the potential 
effects on markets and 
investors.

For advisor use only

Contact us directly to receive the 
newsletter.

kevin_headland@manulife.com

macan_nia@manuife.com

Investment notes

Looking for discussions of 
important market-related 
topics—inflation, recession, 
interest rates, equities, bonds, 
currencies, and much more—
that relate to 
Canadian investors?

Search our articles.

Chart Book

Do you like visual illustrations of 
market data? We use 
a collection of charts and tables 
to support our views and help 
answer questions that may 
come up in discussions.

For advisor use only.

Contact your wholesaling team 
or email us for a copy.

LinkedIn

Want timely updates and 
snapshot views of the latest 
market and investment 
happenings? Follow us on 
LinkedIn.

Kevin Headland

Macan Nia

https://www.manulifeim.com/retail/ca/en/viewpoints/capital-markets-strategy/investments-unplugged
https://www.manulifeim.com/retail/ca/en/viewpoints/capital-markets-strategy
https://www.linkedin.com/in/kevin-headland-cim-4139401/
https://www.linkedin.com/in/macan-nia-cfa-ba422a15/
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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.
The views expressed are those of Manulife Investment Management as of February 29, 2024, and are subject to change based on market and other conditions. 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 
and prospects should seek professional advice for their particular situation. Neither Manulife Investment Management, nor any of its affiliates or representatives (collectively 
Manulife Investment Management) is providing tax, investment or legal 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. 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.

30



Capital Market Strategy

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.  

The Capital Markets Strategy team has a range of responsibilities, from market and economic analysis to investor education. The team analyzes and interprets the economy and 
markets on behalf of Manulife Investment Management. They work with the portfolio management teams to provide clients and investment intermediaries with commentary on 
strategies and asset allocation weightings. Their expertise spans across multiple asset classes and geographic regions. The output of the team's work is via written reports, audio 
and video recordings, conference calls, and webcasts. The team regularly contributes to Manulife Investment Management publications. Team members often speak at industry 
conferences, are frequent guests on BNN and are regularly quoted in the press.

This material has not been reviewed by, is not registered with any securities or other regulatory authority, and may, where appropriate, be distributed by Manulife Investment 
Management 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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