
Golden Triangle of Bond Investments – Interest Rates, Credit and Currency 
 
Content Highlights: 
1. What do you think are the best opportunities in the bond market now? 

• We like high yield bonds the best. When we look at emerging markets and corporate bonds, 
high yield market still offer opportunities over treasuries, a roughly between 700 and 900 basis 
points over, not as easy as they were 2000 basis points over, so your total return should be 
expected to clip the coupon, roughly 8-9% in a little bit on price appreciation, but the best 
opportunity for us in a relative sense is in high yield bonds. 

 
2. As the US dollar continue to decline, where do you think the best opportunities are 
globally? 

• When we look at the dollar, we had a decline at almost all major currencies. Going forward, 
you have to divide the currency situation into blocks. The Asia block -ex Japan is where the 
currency strength will force itself versus the dollar. Looking at China, India, Malaysia, Taiwan, 
Korea, Indonesia and Singapore, we think these currencies over the next 2-5 years will 
express this trend relative to the dollar.  

• The G7 dollar countries like the Europe and UK and to a lesser extent, the Canadian dollar, 
we think that those will be a tactical trade more than a structural trade. When you look at 
Australia New Zealand and Brazil, currencies have ties to Asia. As they grow, those currencies 
should appreciate also.   

 
3. Australia and Norway have increased the interest rate recently, do you think the other 
countries will follow trend and what's the impact to the bond investors? 

• If interest rates go up, the bond price goes down, so that negatively impacts the principals. In 
any rate rise environment, if you have a high quality bond the price goes down, so it impacts 
negatively.  

• Other countries besides Australia and Norway that could raise rates would be Korea, and over 
time, potentially the US, to a lesser extent, Europe. With all the stimulus in the markets there 
is an ability for rates to go up, especially in Korean and in the US, that may take 6-9 months. 
The markets anticipate that so you have to be careful when you are in quality rates.  

• Our strategy allows us to be very flexible. Countries where we can avoid interest rates going 
up, is i.e. Brazil because right now they're not going to raise rates, we now have a currency 
appreciation, maybe some Latin America locations where rates are not going to go up. When 
we look at on the credit side that have less interest rates sensitivity, credit situation can also 
be a place to hide when rates go up.  

• With the floating rate debt. As rates go up, the floating rate bonds will appreciate, because 
they are tie to rates going high. So in those three incidents, we can be in markets that avoid 
losing principals and actually gain as the rates go up around the globe. 

 



4. Do you think inflation will become an issue in the next 6-9 months? 
• Inflation moves with expectation in the market. With the stimulus in the market in the US, 

we've had lowering the rates around the globe and we start to see some countries like 
Australia, Norway start to pull rates back to take some of that easing pressure off.  

• As we go forward in the US, the plans, the TARF plans, the TALF plans and all these plans 
together with lower rates will lead to traction in the economy and that will lead to expectations 
of higher rates.  

• So the window of higher expectations should be between 9 and 18 months. And at that period 
of time you will have an inflection point where the market starts to price in rate hikes. The 
federal reserve will start to realize that the rates structure is too low, but the market will move 
the rates up first then they'll talk about it and adjust the rate after, so they'll follow what the 
market tells them.  

 

 

 

 
Important Note: The above is strictly for information purposes only and should not be considered as an offer, or solicitation, to deal in any 
of the investments mentioned herein. Some information contained here is provided/sourced by information providers or it is being 
re-transmitted in the ordinary course of business to you for information and reference purposes only.  Manulife endeavours to ensure the 
accuracy and reliability of the information provided but do not guarantee its accuracy or reliability and accepts no liability (whether in tort 
or contract or otherwise) for any loss or damage arising from any inaccuracies or omissions. Some of the information in this document 
may contain projections or other forward-looking statements regarding future events or future financial performance of countries, markets 
or companies. These statements are only predictions and actual events or results may differ materially. Any opinion or estimate contained 
in this document is made on a general basis and is not to be relied on by the reader as advice. Manulife reserves the right to make 
changes and corrections to its opinions expressed in this document at any time, without notice. Any unauthorized disclosure, use or 
dissemination, either wholly or partially, of this document is prohibited and this document is not to be reproduced, copied, or made 
available to others. 
 
Investment involves risks. Fund prices may go down as well as up. Past performance figures shown are not indicative of future 
performance. Please refer to the prospectus for further details, including the risk factors, charges and features of the product. 
Investments in the emerging markets may be subject to special risks and the risks could be substantially higher than the risks normally 
associated with the world's more established stock markets. 
 
Investor has his/her own personal investment objectives and investment products may not be suitable for everyone. Investors should not 
solely rely on this website to make any decision to invest in an investment product and should seek independent professional advice if 
necessary. 
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