
SUMMARY

 Changing dynamics of public and private capital – it will be interesting to see how this dynamic evolves.  How will 
the state process the managing of capital when it will no longer be a case of broadly giving it to the private sector but 
an active and long-term engagement with potential conditions attached e.g. climate change. This could be a global 
phenomenon but within a country specific lens, with a review of key services and supply chains to ensure they sustain 
and protect at country-level.

 Look to the history books - pre and post war scenarios of state asset management could well be worth a revisit.

 Opportunities – we see opportunities in trends already emerging pre crisis e.g. e-commerce, home delivery, areas of 
financial inclusion especially in Asia, and also technology platforms. We also see opportunities in the consumer sector 
especially in China.  And large caps could broadly outperform small and mid-caps due to liquidity challenges, which 
hasn’t  affected markets for some time with the sense that central banks would save the day.

1 What are your views on the current situation and what are investment teams focusing on? 

Andrew McCaffery, Global Chief Investment Officer, Asset Management

With the rally in recent days we have seen some of the financial signals moving into more confident positions. So volatility 
has shown signs of easing, a general decline in credit spreads, funding costs improving and stabilising and this all allows a
certain amount of pick up in risk taking. There’s also a degree of optimism around the curves of the covid-19 pandemic in 
many countries e.g. Austria halting some of their lock-down measures. So there is hope that some of the worst economic 
consequences might ease off in the coming weeks and markets are beginning to discount that slightly more favourable 
picture and hence the rally we have seen.

The next phase will be very challenging as markets look to properly assess the economic damage so far, how long the lock-
down measures will persist and the impact. But also the effects of having moved through various shocks already - supply 
chain shock, oil price supply shock, the demand shocks by covid-19 and the liquidity problems. And one element to consider 
is how solvency will be addressed by government interventions and companies. So the situation is encouraging for now but 
there are still more hurdles to overcome as we wait to see the economic data and consequential company earnings feeding 
through.

The Fidelity investment teams are focusing on selecting the right companies, those that have moved quickly, shored up 
balance sheets and maintained strong underlying management. We are also looking to sovereign behaviour and how this 
will pan out for individual countries, as per the way Asia is seeing signs of early recovery and activity picking up.

We are also looking at credit markets and those companies with the ability to issue debt and well-positioned to manage the 
next phase, and we see some yield spreads look very attractive, especially in investment grade and high yield in Asia and 
parts of US and Europe.

2 How are you seeing the situation evolve in Asia?

Paras Anand, CIO Asia Pacific

It is still a mixed picture across Asia. China is starting to emerge from its lock-down with businesses reopening and people 
returning to offices. However for other parts of Asia e.g. Singapore and Hong Kong cases have rise again in the last few 
days as people return home and so some measures are being reinforced. 

The one notable aspect is the lesser extent of the impact as a health emergency which could be attributed to the region’s 
prior experience with epidemics such as SARS that has changed public and policy response. Overall we think it is a 
reasonable expectation that economically Asia will lead the world out of this pandemic.
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3 Are you seeing signs that companies are changing behaviour in response to the fiscal policies?

Paras Anand, CIO Asia Pacific

We have seen big differences in country response. In the US and Europe there has been bold central bank intervention 
and significant fiscal stimulus to support recovery in the short term and elements to drive the long-term recovery. 

There has been some of that in Asia but the extent of fiscal and monetary support has been much more modest across 
the region, certainly in China. And this is partly because over the last two years fiscal and monetary policy has already 
been straddling economic strategy.

So we could be looking at a scenario which is very different to that of the wake of the Global Financial Crisis (GFC) -
which saw a huge amount of fiscal stimulus in China, driving growth of the global economy - and perhaps this time roles 
are reversed with the US and Europe leading the charge.

For companies in Asia the connection between state and private has always been close with company strategy aligned to 
the overarching policy and priorities of government - e.g. Tencent and its response with gaming products and gambling 
issues arising in China. Whereas in the US the private sector is very separate from state. So perhaps that relationship 
changes in the future where we will see a more contractual quid pro quo between government and the private sector.

And all of this will combine to see a greater acceleration of ESG and sustainability in the corporate sector with companies 
starting to think of their responsibility to a broader set of stakeholders rather than just minority shareholders.

4 Do you think this will change the way we look at investing? 

Andrew McCaffery, Global Chief Investment Officer, Asset Management

We could see significant ramifications as countries manage the framework of coming out of this pandemic differently.  
Globalisation has been through periods of challenge for several years and the ability for it to be resurrected with the high 
levels of coordination required could be impacted by countries having to reconsider their borders. Border concerns could 
generally be intensified until there is a more confidence around the virus and future processes.

It will be interesting to see the levels of intervention play out and the degree the West incorporates elements of state 
ownership with conditionality attached for example with climate change and whether certain companies gain higher profile 
and countries expect more from corporates. This could be a global phenomenon but within a country specific lens within 
sectors, and supply chains reviewed to maintain lower levels of friction from the levels coming into covid-19.

Paras Anand, CIO Asia Pacific

An interesting notion is the stress testing which was conducted in the financial sector in the years following the GFC in 
order to ascertain if the banking system could sustain similar shocks. And we expect something similar on a country by 
country basis to see whether certain key services can withstand stress in the system and whether supply chains can 
sustain and protect at country-level.

5 Are you seeing potential winners from these themes?

Paras Anand, CIO Asia Pacific

Companies will be tested to see which have the right balance sheets and the ability to withstand the demand and working 
capital shocks. One feature could be a process of transfer of assets from weak to strong hands which is a normal feature 
of a bear market and a change in leadership broadly with large caps outperforming small and mid-caps due to liquidity 
challenges, which hasn’t really affected markets for some time with the sense that central banks would save the day.

We are also seeing real opportunities in trends that were emerging pre the crisis that are now becoming more prominent 
e.g. ecommerce, home delivery, areas of financial inclusion especially in Asia, and also the technology platforms. In 
contrast technology in the US could see some of the larger technology platforms e.g. Facebook and google seeing more 
scrutiny around data privacy, algorithms etc. 

And lastly we are also seeing opportunities in the consumer sector especially in China.
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6 Are there other themes emerging in terms of new behaviours and the impact of fiscal and monetary supplies 
and conditionality? 

Andrew McCaffery, Global Chief Investment Officer, Asset Management

The scrutiny of some of the platforms could intensify as people ask what good is actually being generated. 

State intervention is considerable and speaks to the solvency aspect and where they decide capital will go to sustain 
companies. As a result, some sectors will go through a streamlining process and it will be interesting how far that drills 
into small and medium enterprises and into the private sector to keep economies running and ensure supply chains are 
supported. 

This will change the dynamics of public and private capital and the process between them, and the challenge will be how 
changes are made to adapt to more agile working, the consequences for real estate and working more from home.  And 
how will the state process the managing of capital when it will no longer be a case of broadly giving it to the private sector 
but an active and long-term engagement. 

So the connotations of pre and post war scenarios of state asset management could well be worth a revisit.

Important Information
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. Reference to 
specific securities should not be construed as a recommendation to buy or sell these securities and is included for the 
purposes of illustration only.

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.
Fidelity, Fidelity International, the Fidelity International logo and F symbol are trademarks of FIL Limited 

GIM20UK0919


	Slide Number 1
	Slide Number 2
	Slide Number 3

