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We are called to be the 
architects of the future, not 
its victims.”

- R. Buckminster Fuller

“
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Our 3 phase framework
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Phase I: The 

Rapid Rebound

Phase II: The 

Stallout

Phase III: The New 

Normal

• Mid-April to August

• Economy regains 60-70% 

of lost economic output 

• Massive upside surprises 

to economic data

• Historically large 

government stimulus

• August through to 2022

• Recovery momentum 

stalls out at ~30% 

• below pre-COVID levels.

• Companies operate at 

reduced capacity, 

constraining revenues, 

investment and hiring

• Unemployment transitions 

from “transitory” to 

“permanent”

• 2022 and onward

• Post-vaccine, the new 

investment environment 

becomes characterized by 

a new set of fundamentals

• Interest rates remain at or 

below zero for at least 5 

years or longer

• Record high government 

debt and deficit levels 

become the norm

• US-China decoupling 

accelerates

WE ARE HERE

Key trades: 

Risk-on, weak USD Key trades: 

Range-bound risk, inflation 

protection
Key trades: 

Search for yield, steeper 

yield curve



Phase I: The Rapid Recovery
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Truly, the worst economic crisis of our time (United States)
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Truly, the worst economic crisis of our time (Canada)
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But low expectations are easy to beat (United States)
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But low expectations are easy to beat (Canada)
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The gamechanger: government stimulus
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Phase II: The Stallout
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Economic recovery momentum began to slow in July (United States)
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Economic recovery momentum began to slow in July (Canada)
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The Stallout will be characterized by: operating below capacity
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But even Phase II “The Stallout” is uneven and complex. It looks like a “K”

Manufacturing (V-shaped)

Jobs/Services (W-shaped)

Recession Shock

Phase I: Rapid 
Recovery

begins

Phase II:
Stallout 
begins

Aggregate Economy
(Nike swoosh)
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Employment

Source: Bureau of Economic Analysis, Bureau of Labor Statistics, Manulife Asset 

Management. As of August ‘18

Manufacturing as a share of S&P500 earnings, market cap, 
the U.S. economy and total U.S. jobs
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Be aware that the labor market “improvements” we are witnessing mask a 
more sinister undercurrent
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• Source: Bloomberg, Manulife Investment Management. For illustrative purposes only

PRS.520387

“Temporary” 

unemployment

Due to the lockdown

“Permanent” unemployment

Caused by The Lockdowns

time
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Other challenges
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Fading fiscal impulse

Geopolitical risks

“Bad” inflation



Phase III: The New Normal 
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The Long-Term Outlook: Dominated by 5 key themes and 6 trades
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• For illustrative purposes only.

PRS.520387

Inflationary

Produces 

Steeper 

Yield Curve

Positive For 

Risk Assets

Supports U.S. 

dollar 

Positive for 

alternative 

assets 

Exacerbates 

misallocation 

of capital

US-China 

decoupling

Historic fiscal 

stimulus

Low/Negative Rates

Debt Monetization

ESG transitions
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The “new normal” of massive government debt and deficit figures
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What does “Debt Monetization” really look like?
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Extremely low interest rates means another chapter in the Search For 
Yield story
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Asset Allocation Group Current 5-Year Asset Class Forecasts
Asset Class Expected Return Components – June 2020

• Source: Asset Allocation Team, June 2020. Note: Model inputs are factors in Manulife Investment Management research and are not meant as predictions for any particular asset class, mutual fund or investment vehicle. Components not represented in the chart of zero or negligible values
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Thought Leadership Disclosure
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A widespread health crisis such as a global pandemic could cause substantial market volatility, exchange trading suspensions and closures, and affect portfolio performance. For example, the novel coronavirus disease (COVID-19) has resulted in significant disruptions to global business activity. The impact of a 
health crisis and other epidemics and pandemics that may arise in the future, could affect the global economy in ways that cannot necessarily be foreseen at the present time. A health crisis may exacerbate other pre-existing political, social and economic risks. Any such impact could adversely affect the 
portfolio’s performance, resulting in losses to your investment 

Investing involves risks, including the potential loss of principal. Financial markets are volatile and can fluctuate significantly in response to company, industry, political, regulatory, market, or economic developments.  These risks are magnified for investments made in emerging markets. Currency risk is the 
risk that fluctuations in exchange rates may adversely affect the value of a portfolio’s investments.  

The information provided does not take into account the suitability, investment objectives, financial situation, or particular needs of any specific person. You should consider the suitability of any type of investment for your circumstances and, if necessary, seek professional advice. 

This material, intended for the exclusive use by the recipients who are allowable to receive this document 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 this publication, 
and are subject to change based on market and other conditions. 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 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 as current as of the date indicated. The information in this document, including statements concerning financial market trends, are based on current market conditions, which will fluctuate and may be superseded by subsequent market events or for other reasons. Manulife 
Investment Management disclaims any responsibility to update such information. 

Neither Manulife Investment Management or its affiliates, nor any of their directors, officers or employees shall assume any liability or responsibility for any direct or indirect loss or damage or any other consequence of any person acting or not acting in reliance on the information contained herein.  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. Past performance does not guarantee future results. 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 nor protect against loss in any market. Unless otherwise specified, all data is sourced from Manulife Investment Management. 

Manulife Investment Management 

Manulife Investment Management is the global wealth and asset management segment of Manulife Financial Corporation. We draw on more than 150 years of financial stewardship to partner with clients across our institutional, retail, and retirement businesses globally. Our specialist approach to money 
management includes the highly differentiated strategies of our fixed-income, specialized equity, multi-asset solutions, and private markets teams—along with access to specialized, unaffiliated asset managers from around the world through our multimanager model. 

These materials have not been reviewed by, are not registered with any securities or other regulatory authority, and may, where appropriate, be distributed by the following Manulife entities in their respective jurisdictions. Additional information about Manulife Investment Management may be found at 
www.manulifeim.com/institutional 

Australia: Hancock Natural Resource Group Australasia Pty Limited., Manulife Investment Management (Hong Kong) Limited. Brazil: Hancock Asset Management Brasil Ltda. Canada: Manulife Investment Management Limited, Manulife Investment Management Distributors Inc., Manulife Investment 
Management (North America) Limited, Manulife Investment Management Private Markets (Canada) Corp. China: Manulife Overseas Investment Fund Management (Shanghai) Limited Company. European Economic Area and United Kingdom: Manulife Investment Management (Europe) Ltd. which is 
authorised and regulated by the Financial Conduct Authority, Manulife Investment Management (Ireland) Ltd. which is authorised and regulated by the Central Bank of Ireland Hong Kong: Manulife Investment Management (Hong Kong) Limited. Indonesia: PT Manulife Aset Manajemen Indonesia. Japan: 
Manulife Investment Management (Japan) Limited. Malaysia: Manulife Investment Management (M) Berhad (formerly known as Manulife Asset Management Services Berhad) 200801033087 (834424-U) Philippines: Manulife Asset Management and Trust Corporation. Singapore: Manulife Investment 
Management (Singapore) Pte. Ltd. (Company Registration No. 200709952G) South Korea: Manulife Investment Management (Hong Kong) Limited. Switzerland: Manulife IM (Switzerland) LLC. Taiwan: Manulife Investment Management (Taiwan) Co. Ltd. United States: John Hancock Investment Management 
LLC, Manulife Investment Management (US) LLC, Manulife Investment Management Private Markets (US) LLC and Hancock Natural Resource Group, Inc. Vietnam: Manulife Investment Fund Management (Vietnam) Company Limited.  

Manulife Investment Management, the 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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