
SUMMARY
 Opportunities - focus is looking for real value in individual opportunities in mispriced companies, where companies 

have discounted very negative scenarios and their strong balance sheets are likely to see them through the period 
ahead. There is a mix of deep pockets e.g. central banks and institutional clients acquiring equities at the moment 
even if the crisis isn’t over.

 Dividend cuts and deferrals – the first mission of corporates is to survive so we are not against this tactic which is 
in the interests of shareholders to survive short-term and fully benefit from the upside.

 Hunt for income - areas that could see a bounce back may be consumer-linked sectors that are benefiting from an 
increase in online trading and the types of products in demand through this crisis. They are paying significantly higher 
yields and have support from monetary authorities and targeted political support. 

 A new paradigm  - a visible dividing line is appearing between companies with state support e.g. financial services, 
airlines, infrastructure and real estate and others remaining private and leaning on technology, consumer and service 
side. Our portfolio construction is reinforcing this bias.

 Active investing & ESG are key – at the heart is ESG and capital that is attracted as we move back to better 
functioning markets will be to those companies that can establish a forward position in what will be a very different 
environment. 

1 The last few weeks have been extremely volatile across all asset classes but that seems to have settled after the 
torrent of stimulus measures. Where are we now in the stages of a market crisis?  

Andrew McCaffery, Global Chief Investment Officer, Asset Management

We’ve seen some calm enter markets from the wealth of monetary authority interventions and expectations of fiscal 
support to come. This has already manifested itself in some signals with volatility easing off - not just spot but through the 
curve, funding pressures e.g. cross currency swap levels calming down and the first signs of getting dollars to the right 
place. So the backdrop is improved though we are still left with a lot of uncertainty around covid-19. We can look to China 
for some encouraging news, where we are seeing a pickup of activity and sign of economic activity returning to levels pre 
1st quarter.

We have seen a reasonable bounce in equity markets - a portion of that is arguably due to quarter-end rebalancing of 
portfolios trying to revert to core asset allocation weightings e.g. pension funds and other large institutional investors. 
These assets equate to about USD1trn so not insignificant moves. One challenge will be the shift of allocation from private 
to public and the process of managing that rebalancing and we think we’ll see more of this impacting in the coming months. 

2 How robust is the calm and how long do you think it will last?

Andrew McCaffery, Global Chief Investment Officer, Asset Management

Signs of calm can continue for a bit longer but the challenge is the sentiment around whether fiscal support is actually 
making a tangible impact to the real economy and people’s income and businesses.   If markets start thinking this 
uncertainty will run to May rather than April we will see further pricing challenges. We are only a few days into a period of
stability but by no means do we think markets can run into a v-shaped rally and there will be more challenges as we see 
policy play out. 

3 When there are price dislocations, how are Fidelity’s investors taking advantage of them? Is it individual stocks 
or entire sectors?

Andrew McCaffery, Global Chief Investment Officer, Asset Management

Focus is looking for real value in individual opportunities in mispriced companies, where companies have discounted very 
negative scenarios and their strong balance sheets are likely to see them through the period ahead. 
In terms of broader asset allocation, it is too early to make any big strategic moves and we have a more neutral bias and 
are not getting aggressively bullish just yet.
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4 It’s a buyer’s market – but where should the buyer beware?

Romain Boscher, Global Chief Investment Officer, Equities

Investors are indeed welcoming this uncertainty and the massive fiscal stimulus. Over the Short term the market has been 
driven by technical factors which explains the dislocation over the last 3 weeks. Good news very recently is the pension 
rebalancing benefits and over the last two days seen the market behaving slightly more rationally. 

We are seeing more opportunistic contrarian buying rather than panic selling which is reassuring as is very few forced 
selling. There is a mix of very deep pockets e.g. central banks and institutional clients who are acquiring equities at the 
moment even if the crisis isn’t over.

5 Banks have been instructed by the ECB to cut dividends to conserve cash. Romain you have called on other 
companies to do the same. What’s your thinking? 

Romain Boscher, Global Chief Investment Officer, Equities

Dividend cuts and more frequently deferrals are becoming global and something that is already being priced in. There is 
also trading in futures dividends so we can measure expectations, which is even clearer than EPS where there is 
uncertainty. The market is expecting dividends to decline 35-40% globally and this is not just holding off share buy backs 
but postponed AGMs. The first mission of corporates is to survive so we are not opposing this tactic which is in the 
interests of shareholders to survive short-term and to fully benefit from the upside. And why we expect a deeper but 
shorter recession. 

6 When dividends are being halted, when rates are lower than ever, where should income-hungry investors go?

Andrew McCaffery, Global Chief Investment Officer, Asset Management

It’s about looking to companies who can service debt and where there’s significant support from monetary authorities. 
Where we have seen spreads discounted in some sectors which will do relatively well e.g. investment grade and some 
high yield. Clearly still stay away from energy, especially with the oil price decline. The areas that could see a bounce 
back may be consumer-linked sectors that are already benefiting now due to increase in online trading and the types of 
products in demand through this crisis. They are paying significantly higher yields now and have support from monetary 
authorities and very targeted political support. 

Another area is impact on valuations in areas such as real estate and infrastructure but they will be supported by 
government contracts and high quality tenants so these are robust assets that can demonstrate good quality income.  So 
a good chance to finds opportunities here for good underlying valuations and good quality income especially in the 
logistics, offices and industrial real estate sectors. 

7 How would you summarise your Tactical Asset Allocation strategy at the moment?

Andrew McCaffery, Global Chief Investment Officer, Asset Management

We are still cautious in our strategy maintaining higher cash levels and a small residue of underweight equities. We are 
starting to look at pockets of opportunity where there is liquidity to put some capital to work e.g. some of the higher quality 
securitised and asset backed debt where we can identify robust balance sheets. 

8 How does this crisis change the fundamentals to make decisions?

Romain Boscher, Global Chief Investment Officer, Equities

We believe we are seeing a new paradigm where this crisis is accelerating the decline of companies already in structural 
decline. A visible dividing line is appearing between companies with state support e.g. financial services, airlines, 
infrastructure and real estate and others remaining private and leaning on technology, consumer and service side. Our 
portfolio construction is reinforcing this bias.
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9 How is ESG framing the rebuilding?

Romain Boscher, Global Chief Investment Officer, Equities

The point here is what is true sustainability. One example is Oil which was previously seen as an attractive asset but has 
been seeing structural decline, now accelerated by the crisis into a sort of ‘sudden death’ scenario where oil is now a 
stranded asset.

10 Passive investors have seen an increase in tracking error over the last few weeks, do you think this crisis will 
change the nature of the conversation between active and passive managers?

Andrew McCaffery, Global Chief Investment Officer, Asset Management

Index products and ETFs are still valuable to make and shift allocations and the efficiency they can provide. But it is clear
the value of active individual company analysis and ability to see themes that create risks, especially now where those 
risks can suddenly accelerate to create stranded assets. Furthermore, there is the ESG element, where active investors 
are able to identify and draw out the qualities of companies where they are making vital changes to meet investor 
expectations, protect their value and draw capital towards them, in these challenging times. 

So there is change and it will evolve, around the key themes and structural changes that are taking place and those 
companies that can survive and also thrive in the environment post current events. At the heart is ESG and so the capital 
that is attracted as we move back to better functioning markets will be to companies that can establish a forward position 
in what will be a very different environment. 

In the medium term we envisage more state control and risk of different price pressure points and companies positioned 
for that will be highly successful. So active investing and appreciating these changes in the market environment will be 
vital to incorporate into portfolios for the months and indeed years ahead.

11 What is the style of that government intervention and how can investors position for this new reality?

Andrew McCaffery, Global Chief Investment Officer, Asset Management

We thought we had left this term behind with Global Financial Crisis but in fact we are seeing the ‘National Champions’ 
coming back e.g. large banks and industries that are better supported and funded by the state. And that’s going to 
continue at a scale unseen before. Populism has been growing and this has given the state the ability to influence different 
parts of the economy. Where that plays out we are still trying to determine but owning equity and debt and convertible type 
structures will increase dramatically as investors work out which companies to support and get money back into tax 
payers pots given unprecedented budget deficits.

12 As you think about recovery over the medium to long term - what do you think this crisis will be remembered 
for and how will it have changed the way investors think about investing?

Romain Boscher, Global Chief Investment Officer, Equities

This crisis will massively impact investors’ perception of investing as they are now convinced there is nowhere to hide and 
the notion of risk- free investment or ‘safe-haven’ has somewhat disappeared. 
We see three categories of outcome:
1 - A couple of debt-capped bonds - where the state has to support enterprises and preserve bond holders
2 - V square story - recover rapidly but only 80% of capacity which is good but still a 20% decline
3 - Catch up and recovery of 100 or 110%  - this is the category we aim to pursue.
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This information must not be reproduced or circulated without prior permission.  
This material contains general information only. It does not constitute a distribution, an offer or solicitation to 
engage the investment management services of Fidelity International, or an offer to buy or sell or the 
solicitation of any offer to buy or sell any securities in any jurisdiction or country where such distribution or 
offer is not authorised or would be contrary to local laws or regulations. The views expressed may no longer 
be current. Opinions or forecasts contained herein are subject to change without prior notice. Unless 
otherwise stated all views expressed are those of Fidelity.
This communication is not directed at, and must not be acted on by persons inside the United States. 
Fidelity is not authorised to manage or distribute investment funds or products in, or to provide investment 
management or advisory services to persons resident in, mainland China. All persons and entities 
accessing the information do so on their own initiative and are responsible for compliance with applicable 
local laws and regulations and should consult their professional advisers. 
Fidelity International refers to the group of companies which form the global investment management 
organisation that provides products and services in designated jurisdictions outside of North America. 

Europe: Issued by FIL Pensions Management (authorised and regulated by the Financial Conduct Authority 
in UK), FIL (Luxembourg) S.A. (authorised and supervised by the CSSF, Commission de Surveillance du 
Secteur Financier), FIL Gestion (authorised and supervised by the AMF (Autorité des Marchés Financiers) 
N°GP03-004, 21 Avenue Kléber, 75016 Paris) and FIL Investment Switzerland AG.

Asia / Pacific: In Hong Kong, this content is issued by FIL Investment Management (Hong Kong) Limited 
and it has not been reviewed by the Securities and Future Commission. FIL Investment Management 
(Singapore) Limited (Co. Reg. No: 199006300E) is the legal representative of Fidelity International in 
Singapore. FIL Asset Management (Korea) Limited is the legal representative of Fidelity International in 
Korea. In Taiwan, independently operated by Fidelity Securities Investment Trust Co. (Taiwan) Limited, 11F, 
68 Zhongxiao East Road, Section 5, Xinyi Dist., Taipei City, Taiwan 11065, R.O.C. Customer Service 
Number: 0800-00-9911#2. In Japan, this content is issued by FIL Investments (Japan) Limited. In Australia, 
this content is issued by Fidelity Responsible Entity (Australia) Limited ABN 33 148 059 009, AFSL No. 
409340.
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