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John Hancock Value Equity Fund

Objective: Long-term capital appreciation

Lipper category: Multi-Cap Value Funds

Morningstar category: Large Value

Benchmark: Russell 1000 Value Index1

Strategy inception: 6/26/14

Total net assets ($M): 499.73

Typical holding period: 3–4 years

Typical holding range: 70–80 securities

Typical portfolio turnover range: 25%–30%

MANAGED BY

Mark Giambrone 
On the fund since inception
Investing since 1992

Michael B. Nayfa, CFA 
On the fund since inception
Investing since 2002

Terry L. Pelzel, CFA 
On the fund since inception
Investing since 2005

 

Barrow, Hanley, Mewhinney, Strauss—Traditional, 
value-oriented manager following a disciplined investment 
process for over 30 years that employs fundamental 
research to find undervalued opportunities

STRATEGY SUMMARY

A focus on value 
Seeking to identify undervalued companies that offer a higher dividend yield than that of the 
broad U.S. equity market

Risk-aware approach 
Seeking to keep pace in rising markets and mitigate the impact of falling markets through risk 
control, diversification, and yield

Stable, experienced value manager 
One of the largest value-oriented equity managers in the United States, with nearly 40 years of 
experience

INVESTMENT PROCESS

Identify undervalued companies 
The management team starts by employing quantitative analysis to develop a focus list 
of approximately 250 large-cap and mid-cap stocks with the following traditional value 
characteristics:
¡  Below-market price/earnings ratio
¡  Below-market price/book ratio
¡  Above-market dividend yield

Construct a portfolio of the best 70 to 80 opportunities 
The team employs proprietary, fundamental research to refine the list of stocks, and debates the 
merits of each potential opportunity, focusing on identifying companies with:
¡  Above-market earnings growth
¡  High or improving profitability
¡  High or improving levels of free cash

Adhere to a strict sell discipline 
The team monitors the portfolio on an ongoing basis to assess the relative value of portfolio 
holdings. A position may be sold or reduced if:
¡  The stock returns to fair valuation
¡  Fundamentals deteriorate

 

  

1 The Russell 1000 Value Index tracks the performance of publicly traded large-cap companies in the United States with lower price-to-book 
ratios and lower forecasted growth values. It is not possible to invest directly in an index.
THIS MATERIAL IS FOR INSTITUTIONAL/BROKER-DEALER USE ONLY. 
NOT FOR DISTRIBUTION OR USE WITH THE PUBLIC.
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Highlights
¡ The U.S. equity market posted its largest decline 

in more than seven years amid slowing economic 
growth and rising interest rates.

¡ The fund trailed its benchmark, the Russell 1000 
Value Index.

¡ Underweight positions in the best-performing 
sectors detracted the most from performance.

Market review and outlook
U.S. stocks declined significantly in the fourth 
quarter, pushing the major equity indexes into 
negative territory for the year. The equity market’s 
worst quarterly return in more than seven years 
was driven by concerns about slowing economic 
growth, an accelerating trade conflict with China, 
and the fourth interest-rate increase of the year 
by the U.S. Federal Reserve. In addition, energy 
prices slumped amid oversupply and weaker global 
demand. Value stocks held up better than growth, 
led by the more-defensive utilities, real estate, and 
consumer staples sectors. In contrast, the energy, 
information technology, and industrials sectors 
declined the most.

We expect the volatility and rapid sentiment 
changes seen in 2018 to continue in 2019. In 
addition to ongoing worries about trade and rising 
interest rates, investors are facing uncertainty about 
global growth and geopolitical developments. 
Although value stocks outperformed in the 

tumultuous fourth quarter, growth stocks won out 
for the full year and are enjoying their longest (and 
strongest) period of sustained outperformance in 90 
years. Historically, periods of growth outperformance 
are followed by extended periods of value 
outperformance, and while we can’t predict when the 
cycle will turn, the fund is well positioned to benefit 
when it does.

Contributors and detractors
The fund underperformed its benchmark. The 
outperformance of stocks with higher price-to-
earnings ratios—a counterintuitive outcome in a risk-
off environment—was a key factor. In addition, sector 
allocation detracted as the fund held underweight 
positions in the top-performing utilities, real estate, 
and communication services sectors.

Stock selection in the energy and consumer 
discretionary sectors also detracted from relative 
results. The substantial decline in energy prices 
weighed on the fund’s energy holdings, including 
Hess Corp., Parsley Energy, Inc., and Kosmos Energy 
Ltd. Outside of the energy sector, cruise operators 
Norwegian Cruise Line Holdings Ltd. and Royal 
Caribbean Cruises Ltd. were notable detractors amid 
concerns about price deterioration due to an increase 
in the number of ships.

On the positive side, the leading contributors to 
performance included insurance brokerage company 
Willis Towers Watson PLC and beverage distributor 

Coca-Cola European Partners PLC (CCEP). Willis 
Towers Watson reported strong earnings, driven by 
solid organic growth and profit margin expansion. 
CCEP, the world’s largest beverage bottler, also 
delivered solid earnings and increased its dividend.

Portfolio changes
We added seven new holdings: food services 
company Aramark Corp., real estate investment trust 
Liberty Property Trust, hospitality and entertainment 
company MGM Resorts International, pharmaceutical 
firm Sanofi SA, financial services provider U.S. 
Bancorp, oil refiner Valero Energy Corp., and railroad 
equipment manufacturer Westinghouse Air Brake 
Technologies Corp. We also eliminated four stocks 
from the portfolio: financial services providers Bank of 
America Corp. and PNC Financial Services Group, Inc., 
healthcare provider Cardinal Health, Inc., and cruise 
operator Carnival Corp.

This commentary reflects the views of the portfolio managers through 12/31/18. The managers’ views are subject to change as market and other conditions warrant. No forecasts are guaranteed. This commentary is provided for 
informational purposes only and is not an endorsement of any security, mutual fund, sector, or index. Barrow, Hanley, Mewhinney & Strauss, LLC, John Hancock Advisers, LLC, and their affiliates, employees, and clients may hold 
or trade the securities mentioned in this commentary. Diversification does not guarantee a profit or eliminate the risk of a loss.

TOP TEN HOLDINGS2 (%)
UnitedHealth Group, Inc. 2.33

Cigna Corp. 2.22

Anthem, Inc. 2.22

JPMorgan Chase & Co. 2.04

Lowe's Cos, Inc. 1.97

Pfizer, Inc. 1.96

American Express Company 1.82

Dominion Energy, Inc. 1.81

Berkshire Hathaway, Inc. 1.80

Comcast Corp. 1.78

TOTAL 19.95

TOP SECTOR COMPOSITION2 (%)

Financials Health Care Consumer 
Discretionary

Energy Industrials Information 
Technology

Materials Utilities Consumer 
Staples

Real Estate

 Fund
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2 FactSet and John Hancock Investments. Listed holdings are a portion of the fund’s total and may change at any time. They are not recommendations to buy or sell any security. Data is expressed as a percentage of net assets 
and excludes cash and cash equivalents.
THIS MATERIAL IS FOR INSTITUTIONAL/BROKER-DEALER USE ONLY. NOT FOR DISTRIBUTION OR USE WITH THE PUBLIC.
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QUARTERLY COMMENTARY

 



 

3-YEAR KEY STATISTICS3 (%)
 Fund Morningstar category Benchmark

Alpha –1.43 –0.15 —

Beta 1.09 0.99 1.00

Sharpe ratio 0.43 0.55 0.56

Sortino ratio 0.58 0.76 0.79

Standard deviation (%) 12.40 10.90 10.98

Information ratio –0.32 –0.21 —

Tracking error (%) 3.44 1.09 —

Upside capture ratio (%) 102.97 97.18 100.00

Downside capture ratio (%) 114.42 97.49 100.00

R-squared (%) 92.98 99.03 100.00

3-YEAR RETURN AND VOLATILITY3 (%)
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3-YEAR UPSIDE/DOWNSIDE CAPTURE RATIO3 (%)
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3 Morningstar Direct. Calculations are based on Class I shares. Alpha measures the difference between an actively managed fund's return and that of its benchmark index. An alpha of 3, for example, indicates the fund’s 
performance was 3% better than that of its benchmark (or expected return) over a specified period of time. Beta measures the sensitivity of the fund to its benchmark. The beta of the market (as represented by the 
benchmark) is 1.00. Accordingly, a fund with a 1.10 beta is expected to have 10% more volatility than the market. Sharpe ratio is a measure of excess return per unit of risk, as defined by standard deviation. A higher 
Sharpe ratio suggests better risk-adjusted performance. Sortino ratio is a measure of excess return per unit of risk based on downside semivariance instead of total risk (standard deviation), as used by the Sharpe ratio. Since 
the Sortino ratio takes into account only the downside size and frequency of returns, it measures the reward-to-negative volatility trade-off. Standard deviation is a statistical measure of the historic volatility of a portfolio. It 
measures the fluctuation of a fund’s periodic returns from the mean or average. The larger the deviation, the larger the standard deviation and the higher the risk. Information ratio is a measure of portfolio management’s 
performance against risk and return relative to the benchmark. Tracking error is reported as a standard deviation percentage difference—the difference between the return received on an investment and that of the 
investment’s benchmark. Upside capture ratio measures a manager’s performance in up markets relative to the market itself. Downside capture ratio measures a manager’s performance in down markets relative to the 
market itself. R-squared measures what portion of the fund’s return can be explained by variations against the broad market. A lower than 70.00% R-squared means the fund’s performance is less dependent on market 
moves.

4 FactSet. Market capitalization is the value of a corporation determined by the market price of its issued and outstanding common stock. Price to earnings (P/E) is a valuation measure comparing the ratio of a stock’s price 
with its earnings per share. Price/book is the ratio of a stock’s price to its book value per share. Active share is a measure of how much an equity portfolio’s holdings differ from the portfolio’s benchmark index.

5 Portfolio turnover is as of the fund’s fiscal year end and is subject to change. The fund’s annual report includes further details regarding the portfolio turnover ratio.
THIS MATERIAL IS FOR INSTITUTIONAL/BROKER-DEALER USE ONLY. NOT FOR DISTRIBUTION OR USE WITH THE PUBLIC.
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HOLDINGS BY INVESTMENT STYLE3
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Value Blend Growth

Weighted average of holdings

l 75% of the fund’s stock holdings

MARKET CAP4 ($B)
Fund Benchmark

Median market cap 32.02 8.31

Weighted average market cap 89.71 118.02

Average market cap 73.51 23.05

KEY DATA4

 Fund Benchmark

P/E ratio (trailing) 14.42x 13.73x

P/E ratio (FY1) 12.77x 13.31x

Price/book ratio 1.94x 1.89x

Active share (%) 75.16 —

Number of holdings 74 725

Portfolio turnover5 (%) 32 —



AVERAGE ANNUAL TOTAL RETURNS6 (%)

QTD YTD 1 year 3 year 5 year 10 year
Life of

fund
Life of

fund date

Class I (without sales charge) –14.60 –11.07 –11.07 5.85 — — 4.25 6/26/14

Class A (without sales charge) –14.66 –11.34 –11.34 5.50 — — 3.94 6/26/14

Class A (with 5% maximum sales charge) –18.90 –15.78 –15.78 3.72 — — 2.76 6/26/14

Russell 1000 Value Index1 –11.72 –8.27 –8.27 6.95 — — 4.74 —

Morningstar Large Value Average –12.49 –8.53 –8.53 6.85 — — 4.16 —

Expense ratios (%) Gross
Net

 (what you pay)
Contractual

through

Class I 0.95 0.80 2/28/19

Class A 1.26 1.11 2/28/19

The past performance shown here reflects reinvested distributions and the beneficial effect of any 
expense reductions, and does not guarantee future results. Returns for periods shorter than one year 
are cumulative, and results for other share classes will vary. Shares will fluctuate in value and, when 
redeemed, may be worth more or less than their original cost. Current performance may be lower or 
higher than the performance cited. For the most recent month-end performance, visit jhinvestments.com.

“Net (what you pay)” represents the effect of a fee waiver and/or expense reimbursement and is subject 
to change.

CALENDAR YEAR RETURNS6 (%)
2015 2016 2017 2018 YTD

Class I (without sales charge) –1.12 13.47 17.52 –11.07 –11.07

Class A (without sales charge) –1.41 13.14 17.08 –11.34 –11.34

Benchmark –3.83 17.34 13.66 –8.27 –8.27

+/- benchmark 2.71 –3.87 3.86 –2.80 –2.80

Morningstar category –4.05 14.81 15.94 –8.53 –8.53

+/- category 2.93 –1.34 1.58 –2.54 –2.54

A WORD ABOUT RISK
Stock prices can be volatile and are affected by 
both general economic conditions and the financial 
prospects of individual companies. The valuations 
and prices of value stocks may not increase. Large 
company stocks could fall out of favor; the stock 
prices of small and midsize companies may be more 
volatile and less liquid than those of large companies. 
Investing in foreign securities may entail the risk of 
currency fluctuations or heightened economic and 
political instability. The use of hedging and derivatives 
could produce disproportionate gains or losses and 
may increase costs. Please see the fund’s prospectus 
for additional risks.

© 2019 Morningstar. All Rights Reserved. The 
information contained herein: (1) is proprietary to 
Morningstar and/or its providers; (2) may not be 
copied or distributed; and (3) is not warranted to be 
accurate, complete, or timely. Neither Morningstar nor 
its content providers are responsible for any damages 
or losses arising from any use of this information.

Clients should carefully consider a fund’s 
investment objectives, risks, charges, and 
expenses before investing. To request a 
prospectus or summary prospectus with this and 
other important information, call us at 800-225-
6020, or visit us at jhinvestments.com.

  

6 Morningstar Direct and John Hancock Investments. Comparison 
against the benchmark and Morningstar category is based on 
Class I shares.
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