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Voiceover: Hello and welcome to Fidelity Connects – a Fidelity Investments Canada podcast – connecting you to the 
world of investing and helping you stay ahead.

Joining us today is Portfolio Manager Jeff Moore. Jeff unpacks the latest market activity from a fixed-income lens, 
including where he sees opportunities in the months ahead.

The curtains have closed on March, and the markets have been putting on a busy and unpredictable performance, 
leaving investors on the edge of their seats. The Bank of Canada announced a rate pause, the U.S. Federal Reserve 
raised rates by a quarter of a percentage point, and two banks collapsed. 

With the markets still trying to piece together what the fall of SVB and Credit Suisse means for the bigger picture, what 
does it mean for you? 

Jeff looks at all of this and more today with host Pamela Ritchie.

For Canadian investors, Jeff manages several Fidelity fixed income funds including Fidelity Multi-Sector Bond Fund and 
Fidelity Global Bond Fund and is based out of Fidelity’s fixed income headquarters in Merrimack, New Hampshire. We 
caught up with Jeff during a visit to Toronto.

Today’s podcast was recorded on March 30, 2023.

[00:01:06]

The views and opinions expressed on this podcast are those of the participants and do not necessarily reflect those 
of Fidelity Investments Canada ULC or its affiliates. This podcast is for informational purposes only, and should not 
be construed as investment, tax or legal advice. It is not an offer to sell or buy or an endorsement, recommendation 
or sponsorship of any entity or security cited. Read a fund’s prospectus before investing. Funds are not guaranteed. 
Their values change frequently, and past performance may not be repeated. Fees, expenses and commissions are all 
associated with fund investments. 

[00:01:48]

Pamela Ritchie: Jeff Moore, great to see you. How are you doing? 

[00:01:51]

Jeff Moore: I am very well. Great to see you, too. 

[00:01:53]

Pamela Ritchie: I imagine it’s been nothing but busyness for you over the last little while here, so thank you for 
making time. 
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[00:01:58]

Jeff Moore: It has been so busy. We’ve been meeting around the clock, it seems like. 

[00:02:03]

Pamela Ritchie: Oh, my goodness. Let’s go right into the heart of asking you to sort of clarify some things for us. The 
bond market seemed to be giving us all kinds of different signals. We know about the rates; we know about the collapses 
of the banks so far. Tell us a little bit about whether you’re seeing a whole lot of opportunities out there or, actually, 
there’s some red flags. 

[00:02:25]

Jeff Moore: I would say at this stage a lot of the bond market volatility –the MOVE index, we talked about that in the 
past– has spiked to levels that are indicative of crises. The hard part right now is the bond market’s trying to decide “is 
the Fed done with rate hikes, does it have a few more to go, could it even be cutting this year?” Because that, we’re 
getting a lot of whippy action at the front end of that yield curve, that 2-year note, 3-year note. That part of the curve is 
extraordinarily volatile right now. 

[00:02:55]

Pamela Ritchie: What is it reading back and forth? Some places be reading that “ah, the cuts are on the way” and 
suddenly you got all these rate cuts priced into the year, but then it sort of eases up. I mean, what are we to make 
of that? 

[00:03:07]

Jeff Moore: The hard part –and we should maybe level set– the Federal Reserve’s at 5%, 2-year note’s around 4% right 
now. The problem with that –and we’ve talked about this in the past, Pamela– is that a 2-year note in two years is cash. 
So, the time decay of that 2-year note is real and problematic. Every day that goes by and the Fed doesn’t cut is a day 
the 2-year note sort of has to head north and get higher yield, which just say the price comes down. So, that leads to a 
little bit of whippiness in the marketplace where the markets going back and forth, are they going to cut? If they’re not, 
we have the sell off. If they’re going to cut, we can stay here. 

[00:03:41]

Pamela Ritchie: With that –and we’ll talk more about the banking discussion– what is the case for bonds right now? And 
I might ask, is it too late to get in? 

[00:03:50]

Jeff Moore: I think the case for bonds is that the yield has… is tremendously higher today than it was a year ago. The 
Federal Reserve is almost certainly closer to the end of the rate hikes than at the beginning. I would even go one bit 
further. It looks… looks like we have the start of springtime in terms of inflation rolling over. We’ve gone from having peak 
inflation in the second half of 2022 to today –I call it the green run for ski slopes here. We’re gently declining in inflation 
in U.S. and countries like Canada actually are on the blue run where inflation seems to be coming in a little bit better and 
allowing the Bank of Canada to go on hold. I think the case for bonds is yield and the Fed’s kind of sort of getting out of 
the way, but not quite yet. 
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[00:04:35]

Pamela Ritchie: So, things are breaking. We know what the central banks have done. You’ve been watching it. We do 
need you to kind of interpret what’s going on with various banks that have failed. It’s always the question of contagion. Is 
it contagion? Is that how we should read this? 

[00:04:50]

Jeff Moore: I don’t think it is contagion per se. Let’s go back. I agree with you; when the Fed raises rates like it did –even 
the Bank of Canada– they’re like a bull in a China shop. They break a lot of stuff and they’re breaking stuff right now in 
the China shop. One of the things they broke is the regional banks. But not because there’s a banking crisis. The credit 
books of regional banks are in great shape. So, from that perspective, this is the anti-’08. Now, the thing that they broke 
with the regional banks is they broke the perception in the marketplace that regional banks were the equal to the SIFI, the 
big banks. The hard part now is the market’s looking at regional banks saying they’re inferior goods. I’m looking at the 
SIFIs over there and they’re better, and so I’m just going there. Unfortunately for the U.S., the regional banks right now are 
just the place that you leave. You don’t stay. 

[00:05:41]

Pamela Ritchie: People are taking their money out and going to other banks; the big banks, kind of like Canada’s fortress. 

[00:05:49]

Jeff Moore: Absolutely. Well said. If you think about the big sort of five in Canada –you can make it maybe the big 
six in Canada– they’re basically considered all too big to fail. They’re SIFIs –systemically important– and so, in a way, 
the government of Canada has stamped safe on them. If you’re not stamped safe, you’re not. In the U.S. they did the 
same thing. They have the stress test, the big banks. The regional banks don’t have the stamp safe on them and this 
is a challenge right now when volatility hit. In a lot of ways regional banks were an issue waiting to happen. We just 
happened to get the shock that was started when the Fed raised rates and their ALM book –that’s a fancy way of saying 
their asset liability match– went against them. So, it’s not a banking crisis; I don’t feel like that at all. I think the bond 
markets coming to that point, too. I think a week or two ago they said, “yeah, we got a crisis in banks” and now they’re 
going, “ah, no, really what we have is just inferior good being priced out of the market.” 

[00:06:49]

Pamela Ritchie: It’s really interesting. The asset liability mismatch is allowed, actually. It’s not regulated. I mean, in some 
places, actually, you have to mark everything to market, but in North America, that’s sort of broadly allowed, right? 

[00:07:03]

Jeff Moore: Well, exactly right. In the ALM world, in Europe you have to have tight ALM mismatching, but not North 
America, per se. Think about the regional banks. Think about something like an SVB, the Silicon Valley Bank. In 2008, that 
ALM mismatch actually saved the bank. Credit was under stress in ‘08. The ALM mismatch interest rates plummeted and 
the ALM mismatch went to a positive for them. The thing that saved an entity in ‘08 today is the Achilles heel. 

[00:07:32]

Pamela Ritchie: Why? Is that because regulations? I mean, there are a lot of people regulating after 2008, obviously, 
and they did a good job. I guess this is the other side of it. 
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[00:07:42]

Jeff Moore: Yeah. The more you regulate, the more you make it difficult for an entity to have earnings because they 
have to have rules and structures. For a lot of entities out there, they have what I call generic earnings. They’re good, 
solid entities, well-run, well capitalized, but their earnings aren’t something that an equity holder or someone says, “I just 
got to have; I can buy something that looks pretty similar.” So, the more generic your earnings the more generic your 
multiples and all that pieces. Think about the regional banks. Their NIM and interest margin was tiny on their credit book. 
Their ALM mismatch, if that goes away –let’s say the regulators really step on that, and they probably will, that would be 
my guess– you’re going to be looking, “okay, what earnings are left? How can you grow earnings if you’re one of those 
entities?” In a lot of ways, my personal view is we’re going to have either super regional banks or community banks. 
There won’t be anything in the middle because you won’t be able to make a living in the middle because the equity 
market won’t give you the love you want. 

[00:08:46]

Pamela Ritchie: The super community bank. I don’t know if they’re co-ops or what you call them, but I do they become 
publicly listed players? 

[00:08:54]

Jeff Moore: It becomes something interesting like that. Whether we get credit union-like pieces that we see in Canada, 
it’ll be interesting to see how this all emerges. It depends on regulation. But you can almost imagine a world where 
[unintelligible] savings and loans really don’t exist today; that in some point the regionals are either getting bigger –the 
super regionals– or they’ve decided not to get bigger and stay community banks or even get smaller. I think the number 
is 50 billion in assets is a community bank. You can imagine: that group gets bigger; the number goes up, but those are 
really focused on local municipalities and so forth. 

[00:09:30]

Pamela Ritchie: Really fascinating. You can sort of see how that fits with the global story, too. We could spend forever 
here and we will certainly come back to it, but I would just like to get your thoughts. Having, I think, interviewed you –and 
you’ve said over the past several years–that banks look great. From a bond perspective it’s strong. It’s fine; it’s not an 
issue. So, you sort of were looking at the fortress banks and thinking that a lot of things were fixed for those types of 
banks. Where do you see opportunity right now? 

[00:10:01]

Jeff Moore: The best opportunity, again, from my perspective is going to be in the rate space. When the Fed has raised 
rates like it is, it’s in the China shop and it’s breaking stuff, and there’s going to be more stuff break. We just don’t know 
exactly what it is. Maybe it’s commercial real estate, maybe it’s something else that has rate reset risk. The opportunity 
right now, I think, is to sort of hide out, if you will, inside of government duration as much as you can and then when 
there’s an opportunity of something –the Fed’s broken something by mistake– you have an opportunity to make a 
decision, “do I want to go grab that or not?” I think that’s what we’re doing; just trying to make sure that our portfolios 
have as much liquidity as we can use and at the same time are set up to enjoy a rate move if the market says, “hey, 
there’s been a policy mistake made and it’s pretty obvious.” 
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[00:10:50]

Pamela Ritchie: What should investors…? I won’t say worry about, but let’s get your perspective and dig or take apart 
the idea of inflation because there are just so many different angles to look at it from. Could we look at it and sort of 
get your thoughts on the overall picture of whether the deflationary picture comes in here or there’s just some deflation 
overall? And then just looking at the different pieces of it. So, everything to do with supply chains; obviously, the stickiness 
of jobs is a question. In Europe, the commodities, the oil, energy crisis is a bigger issue. There’s a lot of different ways to 
look at it. How do you see it?

[00:11:28]

Jeff Moore: I always blame my analyst Dee D. and I tell her she’s got the ski slopes and she’s got those in my mind. In 
the U.S., I think we’re on the green run. That’s my assessment. Inflation has ticked down modestly because goods has 
rolled over, supply chains are better, commodities rolled over. But OER ¬–owners’ equivalent rent– and wages are still 
really sticky. So, we’re on that green run. You compare it to Canada. Canada looks like they’re on a blue run here, which 
is to say it’s marching over a little bit faster in Canada. The most recent CPI number in Canada gave the Bank of Canada 
a get-out-of-jail-free card for at least the next little while. They can sit on their hands. I think that’s what we’re waiting to 
get more confirmation, where is the U.S. inflation structure going?

[00:12:13]

The real question –let’s assume that wages stay sticky because we have ultra-low unemployment. I think that we probably 
would all agree that demographics are rearing their head. We just don’t have enough young people; we have a lot of 
people retiring. Let’s assume wages stay where they are– The question then for the U.S. is what’s owners’ equivalent rent 
and what’s housing do? Does it roll over at all? If you think about the last couple of years, we’ve watched OER –this little 
piece of the CPI which not little, it’s big– it’s basically had double-digit increases. Even the most recent CPI print was 
7% or so with OER. If that stays high then we’re on the green run and you could make a strong argument that if the OER 
stays at 7%, then the Fed is probably behind the curve a little bit by 1231 this year where they think they’ll get to 3 1/2% 
inflation, they’re probably not on that track, they’re probably on a 4+ inflation number, where the Bank of Canada on 
contrast is on track for its target. 

[00:13:13]

Now, let’s do one more thing, though. Let’s say OER goes flat, and we can probably all make a story of why are… rents 
probably shouldn’t be accelerating here. It’s hard to imagine that real estate is rocking and rolling in the U.S. in general. If 
OER just goes flat to 1%, there’s a scenario where the U.S. has deflation by the summertime. That’s not that far away. This is the 
challenge. We’re going green run, green run; we’re going to black run. Or do we just sit in this green run for a long period?

[00:13:42]

Pamela Ritchie: Should we start with what the market is trying to figure out? I mean, ‘cause that is part of the flip-flop, 
right? Suddenly there’s a gazillion cuts that are priced-in and you think “oh...”

[00:13:50]

Jeff Moore: Bang on. You hit it on the head. That’s exactly what the market’s looking at. And the market’s kind of looking 
at the credit volatility associated with regional banks. [audio cuts out] where regional banks matter. There’s 60% of 
lending CRE. You know, regional banks are actually really useful. We will miss them when they’re gone. Why? Because 
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they help us get bespoke lending. They know their customers may be a little bit better. They’re not generic cookie cutter 
lending. They can do something that’s a little more targeted. Again, they’re not the end of the world if they’re gone; it’s 
just we’ll miss them. So, the question for the Fed right now –and they don’t know the answer to is, “is our credit conditions 
tightening a lot or a little, or are credit conditions only tightening on a few sectors right now?” The Fed doesn’t know. 
Chair Powell was super clear he didn’t know and he’s waiting. So, next month’s Fed meeting, the question for Chair 
Powell, that will be “do we have any more information on credit conditions?” 

[00:14:45]

Pamela Ritchie: And it will probably take a few data prints. There’ll be a few that still have things in motion, I assume, 
because they are also worried, I guess, about inflation going higher and having to react to that. You mentioned stickiness 
of jobs and so on being part of that story. 

[00:15:03]

Jeff Moore: I haven’t even talked about the idea that inflation could go higher. This is something that we as investors 
have to be somewhat flexible. You look at what’s happened in the UK; we’ve just had a little bit of a roll over inflation. I 
would argue a ton of that roll up in inflation was food prices in the London area, not necessarily widespread inflation. Be 
that as it may, the Bank of England may not be able to ignore that. This is the challenge you’re into for this month. The 
2-year note is just up and down. It can go up a lot. If someone said to me the 2-year note went up 50 basis points in a 
handful of days, I’d say, “yeah, that can happen.” We just changed our expectations for when the Fed cuts can happen. 

[00:15:45]

At the same time, if we get any indication that credit conditions are pinching, and then OER is going to pinch, in that 
world you could easily imagine we’re back on that black run and the inflation is falling fast and the Fed’s ahead. So, 
in the market the nice thing right now is the bond market is pretty well priced for a lot of yield. Right now, we’re just 
bumbling along. We’ve gone up, we’ve gone down and you’re kind of just getting your yield out of the marketplace. That 
feels all right to me at this stage. And then there’s a little bit of an option that says, “hey, they may just get to the… we 
may just break the back of inflation, we just don’t know exactly how or when.” 

[00:16:22]

Pamela Ritchie: When you are describing that kind of volatility –and that’s what people are experiencing, obviously– 
how do you compare now and this cycle to sort of historic cycles of where investors make sure that they have exposure 
to bonds? 

[00:16:37]

Jeff Moore: This is a great question. If you think about 2020-2021, in almost every way we had a bubble of sorts. We had 
extraordinary fiscal policy spending at a level that we’ve never seen other than in wars. We had monetary stimulus of the 
first order. We took rates to zero; Europe took them negative. We did quantitative easing at a level that we never even 
contemplated. Only the Bank of Japan had ever tried something like that. We had all those things come together, so it 
was kind of a perfect storm. And then when you underlaid it, there was no unemployment, and everybody had a job that 
wanted one. You basically just had too much stimulus in the system. 
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[00:17:15]

How does this unwind here is the question. My sense is it kind of unwinds the way it started, probably all at once. 
Everything all at once; sounds like a movie. When I think about it, this is the challenge for clients right now. You’ve got a 
lot more yield today. That feels pretty decent that way for me personally, and now you’re just sort of waiting to see what 
inflation looks like. But there’s almost no more stimulus going into the system. I think there’s this notion, “oh, by the way, 
look at the Fed’s balance sheet of late, because of all the bank lending they’re doing to regional banks, there’s spike 
in QE” It’s way different feel to me, that QE, because this is really short term. It only forestalls deposits that are going 
somewhere else. I don’t see this as a huge QE spike by the Fed for regional banks. I would argue if you believed that I 
think that would be a mistake. 

[00:18:08]

Pamela Ritchie: Interesting. Often, we’ll hear the way the Chinese government has done very targeted [indecipherable], 
for instance, over the course of the last few years. It’s a different type of stimulus. This feels like targeted pieces of 
stimulus, essentially, on some level.

[00:18:23]

Jeff Moore: Almost certainly this is just all-around regional banks. It’s a temporary piece because as time rolls on, we 
just get over the regional bank issue and either the regional banks have merged with someone else, they’ve merged with 
each other, they’ve gotten through it. I think a lot of this, time will take care of that. You talk about the PBOC –the PBOC 
makes a living targeting what they need to do. That makes them a pretty unique central bank. The Federal Reserve –
that’s not their game or not the Bank of Canada’s game. It is the PBOC’s game. I think those are two different stories and 
I wouldn’t want to flag what the PBOC does and think that the Fed’s trying to ape that because I don’t think they can. 

[00:19:03]

Pamela Ritchie: No, no, no, no. Good point, well made. Just while we’re talking overseas, where do you see 
opportunities overseas, if at all? Are there greater or lesser opportunities, generally speaking? 

[00:19:15]

Jeff Moore: This is a great question. I actually think that because I feel like this is the anti-’08; this is not a credit crisis. 
In fact, in 2008 a lot of the problems came out of the fact that U.S. raised rates from ‘04 to ‘06. Chair Greenspan raised 
rates and broke the back of housing in the U.S. At that time, something like 40% of housing was either subprime or 
nonconforming. You fast forward to today; you’re in the high 90% that is conforming and fixed rate. For many, many 
Americans, the rise in rates –I’m talking about homeowners here– a rise in rates, it’s been like an equity injection for 
them. I talk about how one of my traders on the floor has a 2 7/8 mortgage for 30 years. Well, instead of paying that off, 
he’s just going to go buy government bonds and get a positive carry. He’s just had an equity injection. He’s got locked in. 
This is the anti-’08 this way. 

[00:20:12]

Even for like, think about the Silicon Valley Bank and other banks where their ALM mismatch in ‘08 saved them; this time it 
got them. The way I look at it, who’s vulnerable here? Any entity that has interest rate reset risk, so your floating rate and 
it’s turning over on you, but I think it’s rest of world. I even look at here in Canada, one of our Achilles heels is going to 
be the fact that we have so many Canadians that are on either floating rate mortgages or their fixed-rate term is edging 
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towards floating and the reset’s going higher. We’ve heard stories about all the Canadians who are on IO right now, 
interest only payments. They’re basically renting from themselves. It’s not just Canada; England, Netherlands, Germany, 
Sweden… these countries where these residents who bought a home in the last few years even, almost certainly paid too 
much and are facing reset risk. I think it’s rest of world this time, which makes it, again, not like ‘08. In ‘08 it was really 
U.S.-centric and then it just happened that products like CDOs and all those three-letter words polluted banking systems 
around the world. That hasn’t happened this time. 

[00:21:26]

Pamela Ritchie: Let’s start with the Canadian dollar. Is some of the risk that you just mentioned there attached to the 
floating rate story? 

[00:21:36]

Jeff Moore: Yeah. So, I think currencies are definitely volatile right now; we’ve seen that. In my personal opinion, I think 
the U.S. dollar remains really strong. The Canadian dollar remains strong, but it’s going to be hard for the Canadian 
dollar to accelerate versus the big dollar –especially if U.S. has to keep going after higher rates and higher rates. The 
risk to the Canadian dollar would be inflation in Canada: instead of going down on the blue run, currency goes back up 
forcing the Bank of Canada back into the game in a big way. In that world, now you’ve got real interest rate reset risk for 
Canadians and you’ve got the Bank of Canada potentially forced to consider options that are very unpalatable. In that 
world you could easily imagine the Bank of Canada’s going to have to decide how to look through inflation, and in that 
world the Canadian dollar would be under pressure. 

[00:22:27]

But again, those are out of the money; I don’t want to heighten/hype on those scenarios, but I would point out that there’s 
a sort of negativity to the U.S. dollar and I wouldn’t go there yet. To me, the U.S. dollar –remember we talked a little bit 
about inferior goods– the U.S. dollar is a superior good so, when things go volatile and things break, that’s what people 
like to buy. At least temporarily in a rush.

[00:22:52]

Pamela Ritchie: Tell us about energy just broadly –we won’t go into it for too long. I’m curious just on the inflation piece 
of it. Are we going to continue to see that? 

[00:23:02]

Jeff Moore: When I think about my portfolio and things like that in the last 12 months, we had a useful investment in 
Europe, and it was kind of based on the fact that we thought rates would stay lower than they would stay in the U.S. This 
is a year and a bit ago. I did not expect Russia to invade Ukraine; I didn’t expect gas prices to spike. That’s led to price 
levels in Europe really selling off. You fast-forward to today, European returns hedged back to dollars and U.S. dollar 
returns are kind of the same “yuck, not great.” That’s a bit of a surprise. When I think about commodities, commodities 
do matter. They can move a lot. The implied volatility of oil is something like 50%. When I look at my portfolio, my implied 
vol is like 3 to 6%. You think money market’s at 0, I’m 3 to 6, sometimes 7. Oil’s 50. It’s at another level of risk. That’s what 
makes commodities so challenging for all of us. Right now, commodities are very well behaved, but I would never sleep 
on commodity prices. 
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[00:24:06]

Pamela Ritchie: Tell us a little bit about the divergence we might see here. As credit conditions, I mean, they’re 
tightening, as you say –might be towards the end of the rate rising cycle– but the holding of that, what kind of things will 
we see? And again, the case for bonds while that all unfolds? 

[00:24:25]

Jeff Moore: Credit conditions may be tightening. We don’t know. Especially with respect to the regional banks, I wouldn’t 
look at what happened in Switzerland and say, “okay, credit conditions are tightening massively.” You can make an 
argument that those entities were doing commodity work; that was commodity lending, and so it’s not going to be a 
big factor in the marketplace. But when I think about U.S. regional banks, I’m not sure how much credit conditions are 
tightening. You just don’t know. Is there a substitution effect? Have the big SIFIs decided, “hey, I’m going to go try to 
make some hay and get after that clientele and see if we can win those clientele in-house and get them into our wealth 
management programs.” They’re not going to sit there. These are really smart bankers and so forth. So, it may not be the 
case of credit conditions are tightening. 

[00:25:16]

On the other hand, like the Fed said, “maybe it is.” We’re just watching; we’re spending enormous amounts of time with 
our team trying to find any sort of inkling of what’s going on with credit conditions. It’s probably likely that in some sectors 
credit conditions are tightening more than in other sectors. That’s probably the most obvious thing I’ve said today. The 
question is how much tighter and how persistent all of that stuff. And we just at this stage don’t know. I would suggest 
that they’re tightening; in my instincts they’re tightening. Tightening credit conditions should, all else equal, lead to more 
pass to lower rates longer term, financial conditions tightening. But that at this stage is a bit of a guess. So, one of things 
we’re doing is we’re trying to be flexible. We still think inflation’s rolling over. We think we’re on the green run, but we may 
be on something much more steep. I think the market will know at the same time as the Fed. That’s the hard part, right? 
because the Fed’s nowcasting. That’s the challenge. 

[00:26:18]

Pamela Ritchie: Why ultimately do you want to make sure that you have the diversification of bonds, just so investors 
know what’s correlated? What’s less correlated? Last year, everything was correlated, so there is sort of a shyness, 
obviously, to being too close to fixed income for a lot of investors. That’s changed but just kind of drive that home. 

[00:26:37]

Jeff Moore: One of the things that’s changed in the last 12 months is interest rates have moved up a lot with the Fed. 
A year ago, bond yields were so low that it was hard for them to rally any more on any news. So, all you were getting 
is a little bit of yield in the marketplace, so bonds weren’t so valuable in a portfolio as a diversifier. Fast forward to 
today; rates have gone up a lot. Even with the churn in the market today the bond market still is putting out okay results 
in general; not the big negative returns that people were expecting. The bond market, what we’ve noticed, –especially 
ourselves in the last few months at Fidelity– I’ve noticed how much the negative correlation of rates to stocks has come 
back on big days. That makes it useful diversifier again. The way I’m looking at bonds is today you have more yield, so 
it’s compelling just from a total return, and because that yield is coming from the rate space and because inflation looks 
like it’s under control –maybe not this year but maybe in the future– it’s going to be useful diversification in a portfolio 
today. It can work, to be a counterbalance or at least support a broader asset allocation. 
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[00:27:47]

Pamela Ritchie: Why would investor be more inclined to go towards tactical bond? You’ve mentioned flexibility or 
perhaps Global Bond Fund. 

[00:27:56]

Jeff Moore: Yes. If you take Tactical Bond, what we’ve done is we’ve taken the bond market. We have a broad 
opportunity set. We have around the same volatility as the bond market, maybe a little less, and we’re spending a lot of 
time trying to make our portfolio a useful diversifier, which is to say adding to interest-rate sensitivity of government bonds 
and not adding at this stage to credit. So, we have a lot of flexibility if something breaks. Again, that bull in a China shop 
is bouncing around there breaking stuff. If they break enough stuff, there’s going to be an opportunity. So, we’ve got lots 
of flexibility for clients. 

[00:28:29]

At the same time, we’ve got a nice yield advantage and it’s turned out pretty well, not just year-to-date; in the last six 
months there’s been a decent bounce in bonds. I think that continues here, especially when there’s toing and froing in the 
bond market here about where is the Fed’s next move. Part of the problem the bond market has is the Fed doesn’t even 
know what its next move is. 

[00:28:51]

Pamela Ritchie: What do you think about the income story for those that have used perhaps dividends for that versus 
yields? Just clarify that for this particular marketplace.

[00:29:02]

Jeff Moore: One of the nice things about life is if you can get a lot of fast compounding that works really well. Right now, 
the yield in the portfolio we have is above inflation. It’s compounding fast; we can see it working. Even if you go back a 
year and you say… even if you knew that the greatest sort of bond market drawdown in history is just about to happen, 
think about what’s happened: in 12 months of rate hikes –and then we just add three more months on– you basically got 
a negative return in the bond market at 3%. The greatest bond market collapse in history, you’ve lost 3% of your money 
if you just waited 15 months. That actually is an amazing story for the bond market. That’s like the story of, “wow, it’s not 
a bad asset class.” Now that we’re still yielding these nice high numbers and compounding is still ahead of you, if and 
when the Fed is done and if and when we’re all comfortable –we’re not on the green run; we’re on a blue run and black 
run– the bond market could be a very nice place to be. 

[00:30:01]

Pamela Ritchie: Fantastic. Jeff Moore, thank you very much for spending your time. I know you’re very busy. We really 
appreciate you spending it here. 

[00:30:09]

Jeff Moore: Nice to be here. Thanks, Pamela. 
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[00:30:11]

Ending: Thank you for listening to the FidelityConnects podcast. If you haven’t done so already, please subscribe to 
FidelityConnects on your podcast platform of choice – and if you like what you’re hearing, leave a review or a 5-star rating.

Fidelity Mutual Funds and ETFs are available by working with a financial advisor or through an online brokerage account. 

Visit fidelity.ca/howtobuy for more information – while visiting fidelity.ca, you can also find information on future live 
webcasts. And don’t forget to follow Fidelity Canada on Twitter and LinkedIn. Thanks again, see you next time.

[end of podcast]

Commissions, trailing commissions, management fees, brokerage fees and expenses may be associated with investments in mutual funds and ETFs. Please read the mutual fund or ETF’s 
prospectus, which contains detailed investment information, before investing. The indicated rates of return are historical annual compounded total returns for the period indicated including 
changes in unit value and reinvestment of distributions. The indicated rates of return do not take into account sales, redemption, distribution or option charges or income taxes payable by 
any unitholder that would have reduced returns. Mutual funds and ETFs are not guaranteed. Their values change frequently, and investors may experience a gain or a loss. Past performance 
may not be repeated.

If you buy other series of Fidelity funds, the performance will vary largely due to different fees and expenses. Investors who buy Series F pay investment management fees and expenses 
to Fidelity. Investors will also pay their dealer a fee for financial advice services in addition to the Series F fees charged by Fidelity.

Any reference to a company is for illustrative purposes only. It is not a recommendation to buy or sell, nor is it necessarily an indication of how the portfolio of any Fidelity Fund is invested. 
The breakdown of fund investments is presented to illustrate the way in which a fund may invest and may not be representative of a fund’s current or future investment. A fund’s investment 
may change at any time. Mutual Fund and ETF strategies and current holdings are subject to change.

The statements contained herein are based on information believed to be reliable and are provided for information purposes only. Where such information is based in whole or in part 
on information provided by third parties, we cannot guarantee that it is accurate, complete or current at all times. It does not provide investment, tax or legal advice, and is not an offer or 
solicitation to buy. Graphs and charts are used for illustrative purposes only and do not reflect future values or returns on investment of any fund or portfolio. Particular investment strategies 
should be evaluated according to an investor’s investment objectives and tolerance for risk. Fidelity Investments Canada ULC and its affiliates and related entities are not liable for any 
errors or omissions in the information or for any loss or damage suffered.

From time to time a manager, analyst or other Fidelity employee may express views regarding a particular company, security, and industry or market sector. The views expressed by any 
such person are the views of only that individual as of the time expressed and do not necessarily represent the views of Fidelity or any other person in the Fidelity organization. Any such 
views are subject to change at any time, based upon markets and other conditions, and Fidelity disclaims any responsibility to update such views. These views may not be relied on as 
investment advice and, because investment decisions for a Fidelity Fund are based on numerous factors, may not be relied on as an indication of trading intent on behalf of any Fidelity Fund.

Certain Statements in this commentary may contain forward-looking statements (“FLS”) that are predictive in nature and may include words such as “expects”, “anticipates”, “intends”, 
“plans”, “believes”, “estimates” and similar forward-looking expressions or negative versions thereof. FLS are based on current expectations and projections about future general economic, 
political and relevant market factors, such as interest and assuming no changes to applicable tax or other laws or government regulation. Expectations and projections about future events 
are inherently subject to, among other things, risks and uncertainties, some of which may be unforeseeable and, accordingly, may prove to be incorrect at a future date. FLS are not 
guarantees of future performance, and actual events could differ materially from those expressed or implied in any FLS. A number of important factors can contribute to these digressions, 
including, but not limited to, general economic, political and market factors in North America and internationally, interest and foreign exchange rates, global equity and capital markets, 
business competition and catastrophic events. You should avoid placing any undue reliance on FLS. Further, there is no specific intentional of updating any FLS whether as a result of new 
information, future events or otherwise.

http://fidelity.ca/howtobuy
http://fidelity.ca
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