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Voiceover : Hello and welcome to Fidelity Connects - the Fidelity Investments Canada podcast - connecting you
to the world of investing and helping you stay ahead.
In today’s podcast, host Emily Anonuevo catches up with Don Newman. Don is Director of Research at Fidelity
Investments Canada, and portfolio manager of Fidelity Dividend Plus Fund. Don also is equities sub-portfolio
manager on several funds, including Fidelity Dividend Fund and Fidelity Monthly Income Fund.
Don places high value on the quality of a company, its ability to generate free cash flow, and the strength of
its balance sheet, and in today’s podcast Don shares how he is positioning his funds to generate income with
dividend investing and shares his outlook for markets and dividend investing in 2021. Don, who’s been in the
industry for over 20 years, also shares with Emily what initially got him into investing, discusses Fidelity’s research
resources, and touches on the benefits of individual investors having a financial plan.
This podcast was recorded on December 17, 2020.
[01:22]
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.
[02:08]
Emily Anonuevo: Imagine quadrupling your savings over time. Well, according to research this is the value that
advisors can add to our lives by planning for the future, saving with discipline and by allocating to non-cash
assets. In fact, in today’s low interest rate and uncertain times, getting exposure to assets that offer stable returns
is more important than ever. Dividend-paying stocks have historically been a smart way to protect and grow our
purchasing power and work towards building our goals. So how have dividends held up in 2020, what is their
outlook for 2021 and where are there opportunities for strong returns? To help pull these pieces together, we’re
joined by portfolio manager and director of research, Don Newman. Don manages the Fidelity Dividend Plus
Fund and others, and oversees a team of research analysts who spend their time examining companies’ future
potential. Don, welcome to the show. So great to have you here.
Don Newman: Hi, Emily. Great to be here.
Emily Anonuevo: Let’s begin by sharing a bit about you and what led you to a career as a portfolio manager?
Don Newman: It’s actually sort of an interesting little story. I’ll try to be brief here, but when I was about 12
years old, I started getting interested in financial markets and I decided I’d like to maybe try buying a stock. I
went on one of our family vacations, and we flew down to where we were going, and my mother had remarked
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on how wonderful the service of the airline had been. So I, in my infinite wisdom, I decided that it would be
great to buy a few shares with some money made mowing lawns in this particular airline. I did so and basically
sheer luck a couple of months later, the airline got taken out for 100% premium and I ended up making a small
amount of money, but to me at that time it was really good. As I say, it was totally lucky as I found out and look
back at it. Basically the airline had to sell itself because it was running out of money. It was probably a terrible
… in investment terms now it would have been a terrible decision but it really sort of piqued my interest. Fast
forward 10 years later, I got the opportunity to move down to New York and work for an investment bank in the
investment research department on Wall Street, spent a few years there, and then one of the biggest and most
respected clients we had was Fidelity. A couple years into my role at the investment bank in New York, I got the
opportunity to interview at Fidelity, managed to land a job in their research department, and 18 years later I’m
still working at the firm and enjoying what I do.
[05:07]
Emily Anonuevo: Excellent overview. I knew that story about you when you were younger but I didn’t know you
started that young, 12 years old, so super neat. Fantastic. Don, I know that part of your investing strategy is to
actively seek exposure in non-traditional dividend-paying companies. Can you just elaborate a bit on that?
Don Newman: I think we’ve talked about the buckets I look at in general in the fund. One is the secular growers.
The base of the fund is always just good, solid, dividend-paying companies that are going to be around forever.
You can count on the yield, and over time you’re going to grow and pay people a great yield. The other part of
the investment bucket is just looking at … sometimes I have a very small weighting in it and sometimes it gets
bigger. After going through a downturn, that bucket specifically is the beaten-up cyclicals bucket so you might
look at whether it’s beaten-up real estate, you might look at some metals and mining companies, you might look
at some energy companies. You might look at some beaten-up cyclicals that people haven’t looked at, so there
is a portion of the fund that depends on where we are in cycles, but right now that portion actually looks fairly
interesting because they’re stocks that are still down a fair bit and have recovery potential.
[06:32]
Emily Anonuevo: Don, let’s just talk about this year in general. Obviously it’s been an unprecedented year in the
markets. Dividend investors have gone through their fair share of changes. Historically dividends have proven
to weather this storm and produce good returns. Can you talk a little bit about the distinct characteristics of
dividend-paying companies and why, in your opinion, they may be a good fit in today’s markets. I just wanted to
hit that point home with the investors on the line today.
Don Newman: Just general the background for dividend companies, they tend to be companies that have been
around a little bit longer, generate decent amounts of cash flow. Balance sheets are generally relatively stable.
They can actually afford to pay dividends and that’s nice. Cash flow generation is a key part of investing in any
company. The difficult thing with some of the dividend stocks is we sort of started the year and a lot of them
tended, because they may be a little bit older economy, been around for a while, tend to not do fairly well in a
pandemic COVID environment. I think that’s going to be the great opportunity going forward. I think what’s really
interesting about dividend-paying stocks, and what I’d say is a great pitch for them right now, is number one
yield. The yields across the world have absolutely been compressed. The yield environment has really changed.
But one place it hasn’t changed, because you did have a tough period for dividend stocks earlier in the year, is
the yield you get from the dividends.
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If you’re able to look out the next couple months, I think I mentioned before, there’s going to be a real push and
pull between COVID and vaccine, and stimulus and no stimulus. But if we assume that hopefully vaccines eventually
are effective here and things eventually work their way back to normal in ’21 and ’22, and if there’s real upside to a
lot of the dividend-paying stocks that maybe haven’t performed quite as well over the last little bit. So you get yield
and the potential of a good upside over the last couple years. I think that’s a pretty compelling opportunity.
[08:50]
Emily Anonuevo: So I just wanted to get more insight on what has contributed to that and how you are actively
positioning to capture as much upside, and as little downside, in the next year in 2021.
Don Newman: How I frame this is at the start of the year I was fairly conservatively positioned. We hit March and
the market dropped 35% in three weeks. At that point it became the if not now, when are you going to invest?
There is no better time. Canadian banks hit book value for the second time in 20 years. You priced in a full
recession in the course of three weeks. That’s the busiest period I’ve ever had as portfolio manager and there’s
a combination of one just buying things, and it was across the spectrum ‘cause everything was on sale. It was
the secular winners, it was the good dividend-paying stocks, it was really beaten-up cyclicals, and then there was
some rotation in the fund. Out of some defensive stuff that I’d had in the fund and into a little more cyclical stuff
I had in the fund. It was a combination of being a little bit defensive, putting some money to work, and then I’d
also like to point out it’s not just me. Fidelity is wonderful. The process that I use has been the same. I’ve been
at the firm about 18 years now, and we have 36 analysts in Canada and the U.S. who are everyday putting out
research, calling companies. I’m probably spending five plus hours a day on Zoom meetings with companies now
and just finding the best ideas. A lot of it’s just been decent stock picking. Our analyst team is picking out some
great stocks, and it’s been a real team effort. It’s worked out for investors fairly well, and I’m optimistic about
dividend-paying stocks into the next year or two.
[11:04]
Emily Anonuevo: That’s great to hear. You’re absolutely right about the depth of our team here and the research
analysts. It is a truly incredible team effort. I want to go back to the role of advisors for a moment. I mentioned
it off the top in my intro. Obviously advisors help investors foster discipline in challenging and confusing times
like today, and just staying focused. If you can expand on this. As maybe a first-time investor, or even a veteran
investor, the headlines that you see, especially this year, could be scary and confusing. How do investors stay the
course and stay disciplined? Can you expand on your thoughts on that?
Don Newman: For me, it’s interesting. You watch TV and the internet these days and there’s so many
commercials about how people should be doing it on their own. That may be fine for a number of people, but for
the vast majority of people you have a real job. You spend your entire day, you’re not involved in capital markets,
you’re not involved in finance. You spend your entire day working to provide for your family, and then you come
home at night and you spend your time with your family. You don’t have hours a day to be spending on your
financials. One of the really great things is just having people out there that can help you stay the course, stay
focused, focused on maintaining your purchasing power. When life changes for you, your investments maybe
shouldn’t be the same. There’s a whole bunch of other stuff that goes into a financial plan for you. It’s not just,
you want to pick the right funds and obviously that’s important to us. There’s estate planning, there’s insurance
planning, there’s a lot of other stuff that goes into making a financial plan and just having a steady hand there to
help you through it is definitely worthwhile.
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I went to school with a lot of people from a four-year commerce background and there’s a ton of them have financial
advisors simply because they’re not in finance. They’re doing marketing, they’re doing accounting, they’re working
for tech companies and they’re devoting their time to that, not spending hours a day on their financial plan. It
makes sense to have the steady hand there that’s guiding and can help you through the turbulent markets.
[13:36]
Emily Anonuevo: You’re absolutely right about that. Just having that value of advice and that steady hand
especially during this year. It’s just been an incredible year. Let’s go to some of the headlines. Vaccines making the
waves in the news right now as many countries are receiving the vaccines right now. As they’re being rolled out,
there are many beneficiaries in the economy and in the market, so how can dividend-paying companies benefit
from this?
Don Newman: I mentioned earlier that … and one of the reasons I was fairly conservatively positioned, at least
into a pandemic, because you go around and for our research department there’s not a lot of dividend stocks that
I’d classify as huge COVID winners. To the flip side of that is there’s a lot of stocks that actually will do well coming
out with a vaccine. You think about financials, people end up going back to work, more people are employed,
there’s less provisions for credit losses. Telecom, you get your roaming fees back, you get your fees associated
with all the sports are shut down right now, but that all comes back. Just in general, you look at whether rates
start rising a little bit, that’s good for insurance. People decide, hey listen, I’ve been stuck in the house for a year,
year and a half, and maybe when this ends I’d actually like to go back and go and shop somewhere. It’s crazy,
everyone shops online now, but maybe I’d like to actually go and shop and head back to the office. There’s good
things for real estate. There’s a lot of sectors that are very dividend specific that have been beaten up.
Energy, it’s not really a big dividend sector, but it’s a place where I have some exposure because if you go over
and look at China, they’re almost 100% back to consumption of oil at this point. Eventually North America will
probably get there too. Yes, there is a secular of EVs and renewables. I have some of that in the portfolio, but
some of these things have been left for dead, and I think there are interesting recovery stories over the next
couple years.
[15:59]
Emily Anonuevo: Any other sectors, you mentioned energy there, that could be COVID winners in your opinion
in the upcoming year in 2021?
Don Newman: It’s across the board for dividend sectors. I mentioned financials. I mentioned telecom. Obviously
there’s a lot of money being printed and a lot of money chasing fewer goods. Metals could be okay, real estate.
It’s across the board on the dividend space where things hopefully should get better.
[16:41]
Emily Anonuevo: Let’s talk about inflation for a moment. In the situation that it could go up, with so much
monetary and fiscal support in the economy right now, are dividends a good way to hedge for this?
Don Newman: I think it’s in a really, really good place. We talked about it earlier in the broadcast here. There’s
very few places that you can actually find a 4% yield where things are getting better at this point. The way I
think about inflation, I’m not necessarily thinking that the CPI, which is the consumer price index, is going to go
absolutely crazy. There’s portions of that. I think they take it … if you go out and buy a computer, they take it,
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well the price may go up, but you’re getting more power so actually you got that as a … it’s cheaper. But that’s
not the case … and the example I like to use is the grocery store. You go to a grocery store, you have $100. The
$100 basically this year will buy you a certain amount of groceries. If I put that $100 into the bank and I go back
to the grocery store next year, what am I going to get for that? My answer is probably less groceries. What you’re
going to find is because there’s so much money chasing [indecipherable] the same amount of goods, you’ll find
the commodities index chart is at about a 6 year high. The price of [indecipherable], the price of oil, the price of
packaging that you’re going to be using at the grocery store, the price of labour is all going to be going up. So it
comes into the idea of preserving your purchasing power.
Next year when you go to that grocery store, if you put money in the bank, you’re probably going to be able
to buy less groceries. You might be able to buy less of a car, you might be able to buy less of a home. One of
the things that advisors can really help you do, and one of the main functions for your financial goals, should be
maintenance of that purchasing power. Next year instead of having $1.00, you have a $1.04, you have a $1.05,
you can go back and you can offset that inflation. It’s not big right now, but the money chasing goods is pushing
prices up. You want to be able to protect that power, the value of your money so you can go to that grocery store
next year, or go and buy the house you’re looking to buy ‘cause lumber’s going crazy, the car you’re looking to
buy, aluminum is going up, steel’s going up, and be able to take that money and still buy the same amount of
goods. I think with yields compressed all over the place, having a 4% yield on dividends means, instead of $1.00,
next year you have $1.04 and then you have some upside hopefully that can come through research and stock
picking that we do here at Fidelity.
[19:36]
Emily Anonuevo: It all makes sense and a great example there with the grocery store. I know you’ve said many
times before that dividend investing just makes sense. Really solid numbers there.
Don Newman: When you think about returns on an index, or just returns that you’re generating, I think everyone
just looks at the return of the market, the market going up, the market going down, but I think what’s lost over
time is just that you’re actually getting a lot of your total return from companies paying out dividends to you and
that’s the most stable part of your return, and the part you really want to kind of be able to count on. Markets are
going to go up and down. Over time they’ll go up ‘cause companies become more profitable, but that dividend
portion is the stable portion you can count on. This kind of almost understates its importance a little bit because
it’s looking at your total returns by decade. This is for the S&P/TSX and it’s similar for the S&P 500, but in a lot of
years it’s 30, 40% of your total return can come from dividends.
If you think about it in terms of, that’s just the index and there’s a lot of companies in the index that don’t pay a
dividend. If you’re in a good dividend-paying fund you can actually get a higher return, that nice stable return
from dividends, and also get the upside from the market. I think the idea of, take a 4% yield, 10 years later if
the market has done absolutely nothing you’ve got 40% more money, and on top of that hopefully you can get
some good upside over the time, and it’s a conservative way to compound your money, preserve your purchasing
power and hopefully do fairly well in the upside.
[21:23]
Emily Anonuevo: Great strategy and excellent points there. Just a few more questions before we go. Let’s look
into 2021 and just describe your playbook and your strategy for the upcoming year. What are you keeping your
eyes on? Are you looking two, three months down the road, or are you looking even longer term?
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Don Newman: The market is a discounting mechanism. The market’s going to look further than three months.
As I mentioned, in the very near term you have a push/pull between COVID and vaccines, and stimulus and nonstimulus in the U.S., but the way I want to look at things is what are companies going to be earning in 2000, end
of ’21 and in 2022, and form a lot of my stock picks and what goes on the fund on that. I mentioned the three
buckets I’m in - the good paying dividends, the secular winners and a little more of the beaten-up stuff. What
I’m interested in at this point is hunting around in the beaten-up bucket and see how much … talk to our analyst,
what’s the recovery earnings power on something if we do actually get closer to normal in ’21 and ’22, and if
that’s the case, can we find a bunch of things that are really underpricing return to normal and things getting
better, and look at stocks that are still down somewhere between 20, 30, 40%, that over the next couple years I
think there’s really good upside, and then if things still aren’t that great, they probably don’t go down that much.
What I like to frame as risk reward potential. So your risk is much lower than your reward. If things go right, you
make a lot of money and if things go wrong you don’t lose very much. So that’s sort of the bucket I’m looking in,
sort of more … being able to recover and then still having the nice stable part of the portfolio that pays good
dividends, good companies, you don’t really have to worry about them and some secular growth on the other
side. Hopefully that combination can produce good returns for fund holders.
[23:42]
Emily Anonuevo: Excellent way to frame it out for us and still lots of unanswered questions for the next year, but
just a great way to round it out for investors on looking at dividend-paying companies. Don, before we go, you’ve
been with the firm for 18 years, you’ve been in the industry for over 20 years, I’m just curious to know if you weren’t
doing what you’re doing now, if you weren’t a portfolio manager, what career do you think you would be in?
Don Newman: It’s an interesting one. If you go by family history, I should be a teacher because my entire family
basically has been teachers throughout time. I would tell you, I probably wouldn’t have gone that route. I really
do love what I’m doing. It would be something related to this, so I’d probably be at a big corporation doing
corporate finance or corporate development or something like that, trying to build a company. It would be
something related, but not the same thing.
[24:43]
Emily Anonuevo: And I absolutely believe you because of your story you told off the top of the show, paying
into your first stock at 12 years old. Don, I want to thank you so much for being on the show today. Sharing your
insights about the year that was 2020 and what to expect in 2021. Thank you so much for being on the show and
speaking to our investors today.
Don Newman: Great. Thanks for having me, Emily.
Ending: [25:06]
Voiceover: Thank you for listening to the FidelityConnects podcast. For more information on future live webcasts,
please visit fidelity.ca. Don’t forget to follow Fidelity Canada on Twitter and subscribe to FidelityConnects on your
podcast platform of choice.
[end of podcast]
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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.
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