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Research Update:

Manulife Financial Corp. And Operating
Subsidiaries Downgraded Due To Equity Risk
Exposure And Earnings Pressure

Rationale

On Feb. 24, 2008, Standard & Poor's Ratings Services |lowered its ratings on
Manul i fe Financial Corp. (TSX: MFC, Manulife Financial) and all of its rated
operating conpani es by one notch. Its key operating subsidiaries include: The
Manuf acturers Life Insurance Co., John Hancock Life Insurance Co., John
Hancock Life Insurance Co. (U S.A), Manulife (International) Ltd., and
Manul i fe Life Insurance Co. Ltd. (collectively known as Manulife). Al of

t hese operating i nsurance conpani es now have | ong-term counterparty credit and
financial strength ratings of 'AA+' . The counterparty credit rating on
Manulife Financial is 'AA-'. The outlook is stable. (See ratings list.)

In our opinion, the downgrade reflects the decline and ongoing volatility
of the global equity markets, the resultant inmpact on earnings, reserves,
capital and financial |everage, and the conpany's reduced |evel of financial
flexibility. Currently, equity nmarkets are down al nost hal fway fromtheir peak
in the major markets where Manulife conpetes. Wile we believe that Manulife
Fi nanci al has done relatively well managing itself through an equity narket
tail event, we believe the increased earnings and capital volatility are not
consistent with the previous ' AAA" rating.

We al so expect the deterioration within the global equity and credit
markets to lead to a decline in fee revenues fromthe group's significant
weal t h managenent busi nesses, an increase in hedgi ng and borrow ng cost, and
continued pressure on the investrment portfolio over the next 12-18 nonths. W
believe that nuch of the earnings pressure from Manulife's wealth managenent
operations will be tenpered by the underlying strength and diversity of the
conpany's earni ngs base, which includes |arge blocks of nore stable protection
busi nesses. Qur rating action is a part of our ongoing review of the insurance
industry in a deteriorating econony.

As the equity markets have declined, Manulife's earnings have al so been
af fected by reserve and capital requirenments that are based upon the spot
price of equity markets at each quarter-end, even though the guarantees
enbedded within many of its life insurance products have no i mredi ate cash
calls and are usually very |long dated contingent obligations. Many of these
adj ustments are accounting accruals that do not reflect realized | osses. As
such, we expect that many of these accruals will be reversed if equity markets
recover.

Al t hough the npst recent quarterly assessment of equity risk reflected in
Manul i fe Financial's financial reporting m ght eventually be reversed before
| osses are realized on the long tailed Iife insurance liabilities that these
assets support, it does, in our view, highlight the firmis decision to
mai ntain an equity risk tolerance above our expectations for a higher rating.
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Because of the tail event within the equity narkets, the firms decision to
l[imt its equity hedging activities ultinmately led to significant near-term

| osses due to Canadi an reserving requirements. The conmpany estimates that for
every 10% decline in the equity markets fromits Dec. 31, 2008, level, its

m ni mum conti nui ng capital and surplus requirement (MCCSR) ratio would decline
by 20% and each C$1.0 billion in new capital would inprove its MCCSR rati o by
about 12% 13% Standard & Poor's anticipates that the firmw Il mintainits
current enterprise risk managenent practices, although we will continue to
consider in our analysis how the conpany assesses and nanages its appetite for
hi gher -t han-average risk and retention of equity risk.

Manul i fe's aggregate equity position has grown rapidly over the past few
years as it has continued to rank among the top 10 in variable annuity and
segregated fund (VA) sales in the U S., Canada, and Japan and given that much
of this new risk has not been hedged. Taking aside its VA exposure, we
currently consi der other conponents of Manulife's franchise to be strong given
t he conpany's | eadi ng business position in nost of the major narkets where it
conpetes. W believe that its business fundanmental s remain sound, as
denonstrated by its steady growth in new busi ness enbedded val ue, |evel and
quality of reserves, and what we view as a strong multichannel distribution
network and insurance sales. Since the John Hancock acquisition, we are of the
view that the conpany has de-risked its fixed income portfolio. W believe
that this has helped it to side-step many of the trouble spots that we are
seeing today. W also note that it stopped witing any new institutiona
spread | endi ng busi ness, as we understand that it did not believe that the
risk matched the returns that could be generated by this business.

Standard & Poor's believes that the group’'s liquidity profile remins
very strong, given its C$17 billion in cash and cash equival ent and C$24
billion in government bonds held within its investment portfolio; and the
profile of its policy liabilities. The conpany's next significant debt
maturity is C$395 million in senior debt that cones due in 2011. Capital in
our opinion remains robust, with The Manufactures Life Insurance Co. reporting
a MCCSR ratio of 233% and John Hancock Life Insurance Co. reporting a RBC
rati o of about 400% as of Decenber 2008. Alnpbst all of the group's VArisk is
captured in the MCCSR ratio as it is consolidated up into The Manufacturers
Li fe I nsurance Co.

Outlook

The stable outlook reflects our view that the group's still-substantia
financial flexibility is comensurate with the current rating level. The
outl ook al so reflects our expectation that the core after-tax operating

earnings will remain above C$3.5 billion on a normal run rate basis in 2009,
fixed charge on a core operating earnings basis will remain above 10x, asset
quality issues will be less significant than those of its North American
peers, and reserve requirenents for equity risk will not cause capital at the

operating conpanies to fall below the ' AA" |evel as neasured by our capital
nodel s. W expect that we could revise the outl ook to negative if there is any
evi dence of deterioration in one or nore of the above netrics, or if the

gl obal equity markets remain in a deep and prol onged decli ne.
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Ratings List

Rati ngs Lowered
To From

John Hancock Life & Health Insurance Co.
Manulife (International) Ltd.
John Hancock Variable Life Insurance Co.
John Hancock Life |Insurance Conpany (USA)
John Hancock Life Insurance Co. of New York

Counterparty Credit Rating

Local Currency AA+/ St abl e/ - - AAA/ Negati ve/ - -

John Hancock Life & Health Insurance Co.
Manul i fe Seinmei Hoken Kabushi ki Kai sha
Manulife (International) Ltd.
Manuf acturers Life Insurance Co. (The)
John Hancock Variable Life Insurance Co.
John Hancock Life |Insurance Conpany (USA)
John Hancock Life Insurance Co. of New York
John Hancock Life Insurance Co.
Financial Strength Rating
Local Currency AA+/ St abl e/ - - AAA/ Negati ve/ - -

John Hancock Life Insurance Conpany (USA)
Fi nanci al Enhancenent Rati ng
Local Currency AAH - -] - - AAA/ - -] - -

Manul i fe Financi al Corp.
Seni or Unsecured (3 issues) AA- AA
Preferred Stock (3 issues) A A+

John Hancock Fi nancial Services Inc.
Seni or Unsecured (2 issues) AA- AA

John Hancock d obal Funding |1
Seni or Secured (14 issues) AA+ AAA

John Hancock d obal Fundi ng Ltd.
Seni or Secured (3 issues) AA+ AAA

John Hancock Life |Insurance Co.
Seni or Unsecured (1067 issues) AA+ AAA
Subordi nated (1 issue) AA- AA

Manuf acturers | nvestnment Corp.
Preferred Stock (1 issue) AA- AA

Manuf acturers Life Insurance Co. (The)
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Subordi nated (1 issue) AA AA+

Manul i fe Finance (Del aware) L.P.

Seni or Unsecured (1 issue) AA- AA
Subordi nated (1 issue) A+ AA-
Manul i fe Financial Capital Trust
Preferred Stock (2 issues) AA- AA
John Hancock Capital Corp.
John Hancock Life Insurance Co.
Counterparty Credit Rating
Local Currency AA+/ St abl e/ A- 1+ AAA/ Negativel A- 1+
John Hancock Fi nancial Services Inc.
Counterparty Credit Rating
Local Currency AA-/ St abl e/ A- 1+ AA/ Negati vel A- 1+
Manuf acturers Life Insurance Co. (The)
Counterparty Credit Rating AA+/ St abl e/ A- 1+ AAA/ Negativel A- 1+
Manul i fe Fi nanci al Corp.
Preferred Stock (3 issues) P-1(Low) P-1
Manul i fe Financial Capital Trust
Preferred Stock (2 issues) P-1 P- 1( Hi gh)

Ratings Affirned

John Hancock Fi nancial Services Inc.
Conmrer ci al Paper
Local Currency A- 1+

John Hancock Financial Services |Inc.
Conmer ci al Paper (1 issue) A- 1+

Conpl ete ratings information is available to RatingsDirect subscribers at

www. ratingsdirect.com Al ratings affected by this rating action can be found
on Standard & Poor's public Wb site at www. standardandpoors. com sel ect your
preferred country or region, then Ratings in the left navigation bar, foll owed
by Find a Rating.
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