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Key points

2

As vaccine roll-outs ramp up with varying speed (especially across the developed world), expectations are rising of a
return to economic and social normality. As the post-pandemic macroeconomic landscape unfolds, it is likely to be
shaped by some long-lasting abnormalities.

We believe that maintaining debt sustainability in the context of extremely high debt burdens is becoming an important
part of the objective function for key developed market central banks.

We argue that quantitative easing (QE) programs being conducted by central banks in advanced economies are a
reflection of growing fiscal dominance, which was not the case during and after the Global Financial Crisis, when the
tool of QE was first introduced. In addition, among key central banks, the underlying aims of respective QE programs
are also somewhat different.

If we are correct in our assessment that the focus of monetary policy is changing, then maintaining the structural
reality of negative real rates is becoming a policy goal, even in the face of any cyclical upswing in growth and inflation
resulting from re-opening of economies and further fiscal support (especially in the US).

As we move through 2021 and beyond, the risk of a ‘taper-tantrum’ type shock is among our greatest concerns, which
would require central banks (especially the US Federal Reserve) to clarify the paradigm shift driving monetary policy
making.

With monetary policy already driving nominal interest rates towards the effective lower bound in a number of advanced
economies, coupled with a regime shift in monetary policy thinking, strategic asset allocation frameworks which guide
asset allocation over the long term need a significant re-think. Indeed, as new structural macroeconomic realities
embed themselves over the coming years, the traditional approach to achieving diversification through combining
equities and bonds is due a reassessment.
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The age of quantum macro

I's no secret that the practice of macroeconomics (unlike physics) has always been more strongly driven by prevalent
schools of thought (directly or indirectly shaped by prevailing social and economic realities) than the pure pull of
irrefutable evidence. Indeed, the concept of objective evidence is a luxury when it comes to the practice of global
macroeconomics, both from a policy making and asset market research perspective. The past year, where governments,
policymakers and market participants have processed the extraordinary events unfolding from the Covid-19 pandemic, is
a good example of this observation, where we have seen expectations rather than objective realities playing a bigger role
in the development of both policy and our understanding of its implications. Most importantly for investors, this has
translated to an environment of improving sentiment in recent months, where global asset markets continue to ‘look
through’ a number of risks as the pandemic develops.

Of course, explaining any evolving phenomena involves a balance between theoretical expectations and empirical
evidence. We would take the field of physics as an example here. Despite being more strongly rooted in the underlying
principle that any valid theory must be based on irrefutable evidence, physics faces sharp ‘split points’ when it comes to
explaining all known natural phenomena. In the theory of relativity, what happens at a sub-atomic level (where sub-atomic
entities can behave both like particles and waves) looks ‘abnormal’, and can be explained by a different theory with a
different set of assumptions and underpinnings. Indeed, a grand unified theory remains the elusive goal of modern
physicists looking to understand and predict the evolution of all known phenomena using a single explanation. If even
‘hard sciences’ such as physics can contain independent and yet credible theories to explain a given phenomenon, then a
social science like macroeconomics is even more subject to frequent and important paradigm shifts as prevailing social,
political and economic realities change.

As practitioners and researchers of global macroeconomics, we understand that the study of macro policymaking and the
forces shaping market dynamics are undergoing important change. In this paper, we set out our thinking that a significant
paradigm shift is underway and accelerating, profoundly influencing macro policy frameworks and their impact on
economic reality, both in the short and medium term. Not for the first time in recent history, we are seeing significant shifts
in the key assumptions which influence the way we must conduct macro analysis in order to assess implications on long-
term investment frameworks.

Indeed, as in physics, where the theory of quantum mechanics came to the fore to explain phenomena which were once
unexplainable by general theory of relativity, it appears that something akin to ‘quantum macro’ is required to understand
a range of emerging ‘abnormal’ realities. We believe that a new approach is heeded to map the consequent implications
for long-term investment strategies as the dominant macro policymaking frameworks used in advanced economies
change, especially when it comes to monetary policy. This piece sets out our assessment of the changing
macroeconomic and policy landscape, and the impact we believe it has on building investment strategies to deliver long-
term objectives. We look at three key emerging ‘new abnormal realities’ and assess how they should impact the way we
design strategic asset allocation into the future.
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Abnormal world reality #1

Very high debt: the pandemic shock’s most important macro legacy

Over the past year, fiscal deficits, debt issuance and debt
levels have surged as countries have raced to ease the
economic impact of the ongoing pandemic, with little sign
of slowing down into 2021. For example, as the
Democrats have regained control of the US Senate,
albeit with the slimmest of majorities, we expect another
dose of debt-financed fiscal stimulus. Our base case is
$1tr as part of a $2 to 3tr plan over the next four years,
which we expect to happen in the coming weeks after the
latest package of around $900bln was passed in
December 2020.

Indeed, the extraordinary nature of the pandemic shock
and consequent economic policy actions mean that
public debt ratios in developed markets are now
surpassing World War Two levels (see Chart 1). More
broadly, a similar trend is also visible in emerging

Chart 1: gross public debt (% of GDP)
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markets, especially in China, where non-financial sector
debt has increased sharply in 2020 (see Chart 2). Total
debt had already been rising in developed and emerging
market economies going into 2020, and has seen a
dramatic shift up as public balance sheets were deployed
to replace lost economic demand and mitigate the impact
of insolvency and widespread social and economic pain
in the wake of widespread lockdowns. Of course, these
lockdowns look set to remain in place well into this year,
and are still important in slowing the spread of Covid-19.
In this context, the role of central banks cannot be
underestimated: both in providing liquidity during the
early days of the crisis (in order to short-circuit the fast-
spreading financial ‘doom loops'), and also continuing to
purchase significant additional issuance of public debt
(see Chart 3).
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Median debt-to-GDP ratio of country grouping based on G20 advanced and G20 emerging economies

Sources: IMF Historical Debt database, IMF WEO database, September 2020.

Chart 2: debt across economic sectors

250%
200%
150%
100%

% of GDP

50%
o il || || Wliwawdd Lkwll Ju

2007 | 2020 H 2007 | 2020 K 2007 | 2020 | 2007 | 2020 K 2007 | 2020 | 2007 | 2020 | 2007 | 2020 | 2007 | 2020

us Japan UK

m Households = Government

Source: Fidelity International, Refinitiv DataStream, BIS, July 2020.

4 Global Macro Insights

Germany

France Australia Canada China

Non-Financial Corporations

Fidelity International



Chart 3: central bank purchases of government debt
(as a % of central government marketable securities or debt issued since February 2020)
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Source: Fidelity International, IMF, October 2020.

Academic literature, such as work done by Reinhart and
Rogoff! has highlighted a negative relationship between
growth and very high debt levels, using empirical
evidence from a number of countries over various time
periods. This analysis identifies an empirical relationship

Total debt had already been rising in
major developed and emerging market

which holds for both emerging and advanced economies, economies going into 2020, and has
With_different levels Qf prpblem threshplds. The jury is still seen a dramatic shift up as public

out in terms of the direction of casuality: whether weak

growth causes high debt or vice versa, or indeed whether balance sheets were deployed to replace
it is the level of debt itself, or its change, that really lost economic demand and mitigate the
matters. Of course, one dynamic is clear: higher fiscal impact of insolvency and widespread

deficits, at least in the short term, have the potential to
create higher cyclical growth.

social and economic pain in the wake of
widespread lockdowns.

Looking ahead, credible and effective vaccines are
already getting ramped up in advanced and some key
emerging economies, supporting optimism around global
recovery. There are still many risks linked to vaccine roll-
out, distribution and uptake, but as herd immunity is
attained, the question of debt sustainability will become
increasingly pertinent. Indeed, related questions on
medium-term growth and inflation, as well as the post-
pandemic role of fiscal and monetary policy, will only
become more important as the abnormal reality of very
high debt burdens becomes apparent.

1 Source: Growth in a Time of Debt, by Carmen M Reinhart and Kenneth S Rogoff. Published in American Economic Review: Papers & Proceedings 100, May 2010.
Accessible via Harvard.edu.
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Abnormal world reality #2

Central banks now play a critical role in ensuring debt sustainability

As already highlighted, an important way to see how
central banks drove the dramatic increase in public debt
in 2020 is to look at how strongly central banks have
offset the sharp increase in issuance, which has arisen
as a consequence of the much larger fiscal deficits. Even
looking ahead using current central bank buying plans,
more than 50% of net issuance (accounting for the
already agreed and expected expansion of fiscal
stimulus) is likely to be offset by the Fed in 2021. In the
case of Japan and Europe, we are expecting more than
100% of issuance to be offset by central bank buying

Chart 4: central bank balance sheets
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through 2021. Another way to look at the impact central
bank policies have had in ensuring debt sustainability
(which are primarily manifesting themselves in the sharp
explosion in the size of balance sheets via government
bond purchases - see Chart 4), is to look at the dynamics
in public sector debt service costs since 2007. For
example, in the US, public debt held by the public as a
percentage of GDP has increased from 35% in 2007 to
100% in 2020 (see Chart 5), whilst the underlying debt
service burden has remained broadly stable (see Chart
6), helped by the sharp fall in yields seen over the period.
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Chart 5: debt held by the public
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Source: Fidelity International, US Congressional Budget Office, December 2020.

Looking at regional dynamics shows a similar trend, with
debt service ratios for non-financial sector debt lagging
the dramatic shift up in debt seen in recent years, as
yields have fallen across the board (see Chart 7). This is
especially apparent in countries where central banks
have followed through with planned QE programs.

Chart 7: debt service ratios for the private
non-financial sector
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Source: Fidelity International, Refinitiv DataStream, BIS, July 2020.

A simple way to see the impact of central bank policies
on government bond yields is to dig deeper into the
experience of the Great Depression. Specifically, during
the 1930-1937 period, when despite the sustained reality
of much weaker economic outcomes than today, US 10yr
nominal yields bottomed out around a level of just below
2.5% in early 1937, at a time when the unemployment
rate was still 12%.

Driven by the Fed, which last Autumn unveiled its new
Flexible Average Inflation Targeting (FAIT) framework,
we have seen additional communication and indications
of policy framework changes coming through by other
key central banks, also highlighting a shift away from the
narrow inflation targeting frameworks that had dominated
central banking since the late-1990s2. Specifically, key
central banks are starting to commit to looking through
cyclical rises in future inflation by requiring a much
stronger threshold of evidence when it comes to
assessing the sustainability of any future upswing, before
any tightening of the extremely accommodative stance
takes place.

2 The Fed is an exception here, with a dual mandate of both unemployment and inflation.

Source: Fidelity International, US Congressional Budget Office, December 2020.

The corollary of new monetary policy frameworks (which
have a markedly weaker link to short-term cyclical
developments than had been the case historically) is a
sustained period of negative real rates. Despite explicit
and frequent references to cyclical variables by monetary
policy authorities when justifying the very accommodative
policy stance, we believe the reality of negative real rates
is also required to ensure that the very heavy debt
burdens remain sustainable. Indeed, the current heavy
debt burdens and the resultant need to maintain the debt
load’s sustainability is the main driving force behind why
we believe we are seeing a strong break from the post-
2008/9 regime?. We are now moving into a world of
negative real rate targeting by central banks, which we
think is likely to become clearer once reflation takes hold.

From a longer-term perspective, it
remains unclear how this heavy debt

burden will be resolved, with a system-
disruptive de-leveraging still a tail risk
scenario.

This implicit debt sustainability-driven objective function
has already been followed by the ECB since the 2011/12
Eurozone crisis, where the lack of fiscal union meant that
monetary policy had to play a direct role in keeping
sovereign credit risks in check through ever-expanding
QE programs. No doubt, this focus has become even
more critical following the pandemic shock as any
restraints on fiscal expansion due to differential debt
burdens amongst the various member states could have
amplified the disruptive forces seen in March and April
last year.

Over the longer term, it remains unclear how this heavy
debt burden will be resolved, with a system-disruptive de-
leveraging still a tail risk scenario. That said, it is clear
that central banks are helping to keep the ‘death spread’
(the difference between nominal growth and nominal
interest rates) subdued. This will be important in buying
time to generate a structurally positive shift in trend
growth, which is needed to grow out of the current heavy
burden.

% Note that the GFC itself heralded a regime break in terms of the conduct of monetary policy in advanced economies.
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Abnormal world reality #3

Cyclical inflation risks have risen as fiscal dominance arrives

Another way to explain the focus on maintaining debt
sustainability as a critical function variable for central
banks is to note the changing nature of QE programs. It
is worthwhile comparing the programs which were
activated following the pandemic shock with those in
2008/9 when this tool was first unveiled by Ben Bernanke
in the US in the midst of the Global Financial Crisis. Ben
Bernanke was a student of the Great Depression, and
justified the seminal policy shift of introducing QE as
short-end rates reached the lower bound by invoking the
role that very high positive real rates played in worsening
the Depression - a reality which the monetary policy
regime of that era had allowed to realise.

Ben Bernanke introduced financial QE to the world of
developed market central banking: a program run
independently of the fiscal policy stance of governments
at the time. However, in recent years, even before the
pandemic shock hit, debate had begun to focus on fiscal
policy as the ultimate tool which could help address the
issues arising from skewing income and wealth
inequality.

By showing the limitations of monetary policy in dealing
with what was essentially an income-led solvency shock,
the nature of the pandemic forced the state to powerfully
intervene, to act as the helper of last resort.

The arrival of fiscal dominance has
kicked the risks of inflation higher - a

phenomenon already in focus based on
recent trends in US government bond
market pricing.

As such, the QE programs deployed last year (beyond
the ‘liquidity-flushing’ operations during the early days of
March and April) have had a different purpose than those
of 2008/9, given more explicit and open coordination with
the conduct of fiscal policy.

In recent months, central banks in both the US and the
Eurozone have been calling on their governments to do
more on the fiscal front, whilst clearly promising that they
are ready to keep monetary conditions easy for the
foreseeable future. Agencies like the International
Monetary Fund (IMF) have also called on the
governments of advanced economies to take advantage
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of extremely low interest rates to keep spending high and
add government investment to the public sector spending
mix.

Our reading of the these shifts in macro policy thinking
gives us confidence in our assessment that we are
entering a regime of fiscally dominated QE. This shift in
regime will mean that, for central banks, maintaining debt
sustainability will be as important as reaching ‘substantial
progress’ on key macro cyclical variables. This can
already be seen in financial markets, with real yields now
deeply negative (see Chart 8).

Chart 8: 10yr Treasury yield decomposition
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Source: Fidelity International, Refinitiv DataStream, January 2021.

The arrival of fiscal dominance, which we believe will
accelerate further following the attainment of unified
government under the Democrats in the US, has also
kicked the risks of cyclical inflation higher. This is already
in focus based on recent trends in US government bond
market pricing: we need only look at the reversed
correlation between US 10yr inflation breakevens and
real rates from positive to negative (see Chart 9). We
believe that this indicates a Fed which is now not only
pro-cyclical, but also willing to be fiscally dominated.

Whether this arrival of fiscal dominance, led principally by
the US, will lead to structurally higher inflation still
remains to be seen. Indeed, there are a number of
drivers at play here, given wider deflationary forces
including demographics, technology, increasing levels of
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connectivity, and globalisation*. However, the cyclical
inflation picture can see a strong push-up (as
increasingly priced by markets) as government spending
helps close output gaps and create supply-side

distortions, driven by the non-uniform nature of spending.

Indeed, given the expected rise of cyclical inflation and
strong move higher in growth, as we move forward in
2021 the risk of a ‘taper tantrum’ type policy-induced
shock is at the top of our risk list. This is especially true
given the vagaries of the new FAIT framework when it
comes to defining parameters, which could drive the
FOMC to adopt an unanticipated tightening stance.

Chart 9: correlation coefficients between

real rates and breakevens
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4 Although it is important to note that we may have reached peak globalisation especially given the intensifying geo-economic conflict between China and the US
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Strategic asset allocation in an abnormal world

The flip side of the changing focus of monetary policy
(from being an independent policy arm of the state to
facilitating fiscal dominance) has important implications
for investors, especially as we reach effective lower
bounds in key developed economies. Whilst it is still
possible for US rates to enter negative territory in the
event of an unexpected demand shock, central banks in
Europe and Japan are already deep into territories where
the risk of hitting the reversal rate boundary is no longer
a theoretical possibility.

Long-term historical data suggests that the presence of
sustained periods of negative real rates is an incredibly
abnormal phenomenon, as illustrated in Chart 10. If our
assessment is correct that maintaining debt sustainability
has become a very important implicit policy goal (or using
the analogy given previously of the new ‘quantum
macro’), then this reality is likely to be defended by
central banks until debt sustainability is regained. In the
medium-term, it is debatable whether such a ‘printing
press’ driven defence would be seen as credible.

Chart 10: US 10yr real rate
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From an asset allocation perspective, for investors
looking to maximise returns for a given level of volatility,
the traditional 60/40 combination of government bonds
and equities has seen phenomenal performance in real
terms over the last 25 years, with a realised Sharpe ratio
of 0.84. Indeed, 2020 turned out to be a great year for
this widely-used benchmark in the US, with a 77t

5 Using data since 1900.
6 Using only domestic equities and bonds.
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percentile® performance of 14.7% (albeit less so in risk-
adjusted terms, given the steep draw-downs in March
and April). On the other hand, ‘pure® 60/40’ portfolios
barely managed to turn positive in Europe and Japan as
the year ended. This regional disparity between the US
and other major markets is linked to the proximity of the
effective lower bound in Europe and Japan.

For instance, by analysing the link between bond yields
and equity returns during extreme sell-off periods over
the last 10 years, we see that the March/April 2020 sell-
off shows that the defensiveness of government bonds to
equity drawdowns is weakening. This is displayed in the
much lower move in peak-to-trough bond yields per
percentage point fall in equities during the sell-off period
(see Table 1). Additional analysis highlights the trend of
the decaying beta between bond and equity returns
during equity down markets across different developed
markets (see Chart 11). This can be particularly seen in
countries where nominal rates are reaching the effective
lower bound.

This reduction in beta and the cross-asset impact
highlighted above is an important empirical signal about
the weakening role of bonds in driving diversification at a
time when real rates in developed economies are
negative across the board.

Table 1: basis points fall in bond yields per
percentage point correction in equities

Bear Market us Germany UK NETeE!
Mar - Jul-10 8.2 5.8 6.3 2.5
Feb — Oct-11 10.8 7.9 13.7 1.8
May-15 — Feb-16 5.6 3.1 5.8 2.7
Sep — Dec-18 3.7 3.6 4.1 0.8
Feb — Mar-20 3.1 1.3 1.2 0.3

Note: Calculation compares peak-to-trough move in local 10yr yield to percentage
drawdown in local equity market. Bear market dates refer to MSCI World and bear
markets are defined as drawdowns greater than 15% in the MSCI World Index.
The Europe ex. UK calculation uses German Bunds as its local rates market.
Source: Refinitiv DataStream, January 2021.
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Chart 11: local equity market beta to 10yr government bonds (3yr lookback window)
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Given the empirical signals consistent with the
entrenching abnormal macroeconomic realities that
we’ve discussed in this piece are strengthening, we think
a new approach to strategic asset allocation and portfolio
construction is required. In particular, the current reliance
on mean variance driven methods (which assume by
definition that risk is symmetrical) in standard strategic
asset allocation frameworks makes them poorly suited to
deal with a world where nominal interest rates are hitting
the effective lower bound under central bank policy
controls.

In addition, these existing frameworks ignore the
monetary policy driven negative convexity and sharp
downside risk that now comes with investing in what
were once considered risk-free, return- and
diversification-providing assets: particularly if the
credibility of central banks comes into question. Overall,
we believe the key foundation of strategic asset

allocation, which assumes a world where risk-free bonds
are still a return providing asset class, has been
compromised. The monetary policy dominated reality is
that the characteristics of bonds are starting to turn from
an asset into a liability. We have already begun looking
into how to solve, or at least mitigate, the impact of this
severe return and diversification problem, which has
been left in the wake of policy driven change in bond
market behaviour. We are working with long-term,
diversified investors to think laterally about the right
exposures to deliver strategic investment objectives. For
example, our initial analysis suggests the usefulness of
China government bonds among a combination of other
instruments (see Chart 12 below), especially for investors
dealing with negative real rates and weakened
diversification in the fixed income part of their portfolios in
addition to the role private assets can play in helping
generate excess returns by foregoing liquidity.

Chart 12: asset class return in down equity markets
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Conclusion

Ultimately, just as physics required a new theory to explain abnormal phenomenon occurring at the sub-atomic level, we
believe today’s changing macroeconomic landscape calls for a new ‘quantum macro’ analytical framework, which focuses
on understanding the drivers of the change in policy application as multiple ‘abnormal realities’ emerge. In this new
abnormal, shaped by the fall-out from the Covid-19 pandemic, important long-term shifts are at work in the management -
and analysis of the global economy, and consequently, expected asset market return and risk behaviour (both over the
short and medium-term).

In the context of extreme global debt burdens and sustained negative real rates bringing different risks and uncertainties,
the imperative is clear for long-term asset allocators. We must re-think the current core asset mix, and in many cases
accept that a traditional 60/40 approach may no longer meet the needs of investors over the coming years.

As investors, we must therefore also be open to designing portfolios using a different framework and developing new
toolkits to build robust portfolios against this evolving backdrop. When it comes to designing strategic asset allocation, we
must acknowledge the profound changes in the evolving macroeconomic landscape and move towards a more flexible
approach to mapping the investment implications of the ‘new abnormal’.

Fidelity Global Macro & Strategic Asset Allocation
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agent UniCredit Bank Czech Republic a.s., Zeletavska 1525/1, 14092 Prag 4 - Michle, Czech Republic. The KIID is available in Czech
language.

Croatia: Investments should be made on the basis of the current prospectus and KIID (key investor information document), which are
available along with the current annual and semi-annual reports free of charge from our distributors, from our European Service Centre
in Luxembourg, FIL (Luxembourg) S.A. 2a, rue Albert Borschette BP 2174 L-1021 Luxembourg and from our paying agent Zagrebacka
banka d.d., Trg bana Josipa Jelaci¢a 10, 10000 Zagreb.

France: Investments should be made on the basis of the current prospectus and KIID (key investor information document), which is
available along with the current annual and semi-annual reports free of charge upon request at FIL Gestion, authorised and supervised
by the AMF (Autorité des Marchés Financiers) N°GP03-004, 21 Avenue Kléber, 75016 Paris. The document is available in French
upon request. If you do not wish to receive documents in English dedicated to Professional, please contact your Fidelity contact.

Germany: Any performance disclosure is not compliant with German regulations regarding retail clients and must therefore not be

handed out to these. Investments should be made on the basis of the current prospectus/Key Investor Information Document (KIID),
which is available along with the current annual and semi-annual reports free of charge from FIL Investment Services GmbH, Postfach

200237, 60606 Frankfurt/Main or www.fidelity.de.
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Hungary: Investments should be made on the basis of the current prospectus and KIID (key investor information document), which is
available along with the current annual and semi-annual reports free of charge from our distributors, from our European Service Centre
in Luxembourg, FIL (Luxembourg) S.A. 2a, rue Albert Borschette BP 2174 L-1021 Luxembourg and from our distributor Raifeisenbank
Zentralbank Osterreich AG, Akademia u. 6, 1054 Budapest. The KIID is available in Hungarian language.

Ireland: Investments should be made on the basis of the prospectus and KIID (key investor information document), which are available
along with the current annual and semi-annual reports at www.fidelity.ie. Issued by FIL Fund Management (Ireland) Limited, which is
authorised and regulated by the Central Bank of Ireland (the “Central Bank”) as a management company pursuant to the European
Communities (Undertakings for Collective Investment in Transferable Securities) Regulations, 2011 (S.l. 352 of 2011), as amended.
The Company is also authorised by the Central Bank as an Alternative Investment Fund Manager pursuant to the European Union
(Alternative Investment Fund Managers) Regulations 2013, as amended (S.I. 257 of 2013). Registered office of FIL Fund Management
(Ireland) Limited is Georges Quay House, 43 Townsend Street, Dublin 2, DO2 VK65.

Liechtenstein: Investments should be made on the basis of the current prospectus and KIID (key investor information document),
which are available along with the current annual and semi-annual reports free of charge from our distributors, from our European
Service Centre in Luxembourg, FIL (Luxembourg) S.A. 2a, rue Albert Borschette BP 2174 L-1021 Luxembourg as well as from the
paying agent in Liechtenstein, VP Bank AG, Aulestrasse 6, 9490 Vaduz.

Netherlands: Investments should be made on the basis of the current prospectus and KIID (key investor information document), which
are available along with the current annual and semi-annual reports free of charge from our distributors, and from our European
Service Centre in Luxembourg, FIL (Luxembourg) S.A. 2a, rue Albert Borschette BP 2174 L-1021 Luxembourg. In the Netherlands,
documents are available from FIL (Luxembourg) S.A., Netherlands Branch (registered with the AFM), World Trade Centre, Tower H,
6th Floor, Zuidplein 52, 1077 XV Amsterdam (tel. 0031 20 79 77 100). The Fund is authorised to offer participation rights in the
Netherlands pursuant to article 2:66 (3) in conjunction with article 2:71 and 2:72 Financial Supervision Act.

Poland: This material does not constitute a recommendation within the meaning of the Regulation of the Polish Minister of Finance
Regarding Information Constituting Recommendations Concerning Financial Instruments or Issuers Thereof dated October 19, 2005.
No statements or representations made in this document are legally binding on Fidelity or the recipient and do not constitute an offer
within the meaning of the Polish Civil Code Act of 23 April 1964. Investments should be made on the basis of the current prospectus,
the KIID (key investor information document) and the Additional Information for Investors, which are available along with the current
annual and semi-annual reports free of charge from our distributors, from our European Service Centre in Luxembourg FIL
(Luxembourg) S.A. 2a, rue Albert Borschette BP 2174 L-1021 Luxembourg, from the representative office in Poland or on

www.fidelity.pl.

Romania: Investments should be made on the basis of the current prospectus and KIID (key investor information document), which are
available along with the current annual and semi-annual reports free of charge from our distributors and from our European Service
Centre in Luxembourg, FIL (Luxembourg) S.A. 2a, rue Albert Borschette BP 2174 L-1021 Luxembourg. The KIID is available in
Romanian language.

Slovakia: Investments should be made on the basis of the current prospectus and KIID (key investor information document), which is
available along with the current annual and semi-annual reports free of charge from our distributors, from our European Service Centre
in Luxembourg, FIL (Luxembourg) S.A. 2a, rue Albert Borschette BP 2174 L-1021 Luxembourg and from our paying agent UniCredit
Bank Slovakia, a.s., Sancova 1/A 81333, Slovakia. The KIID is available in Slovak language.

Switzerland: Fidelity undertakes the financial services of purchasing and/or selling financial instruments within the meaning of the
Financial Services Act ("FinSA"). Fidelity is not required to assess the appropriateness and suitability under FinSA. Investments should
be made on the basis of the current prospectus and KIID (key investor information document), which are available along with the
articles of incorporation as well as the current annual and semi-annual reports free of charge from our distributors, from our European
Service Center in Luxembourg FIL (Luxembourg) S.A. 2a, rue Albert Borschette BP 2174 L-1021 Luxembourg and from the
representative and paying agent in Switzerland, BNP Paribas Securities Services, Paris, succursale de Zurich, Selnaustrasse 16, 8002
Zurich.
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The information provided in this marketing material constitutes an advertisement. The information provided in this marketing material
should not be construed as an offer or a solicitation of an offer to purchase or sell the financial products mentioned in this marketing
material.

Issued by: FIL (Luxembourg) S.A., authorised and supervised by the CSSF (Commission de Surveillance du Secteur Financier) / FIL
Investment Switzerland AG / FIL Gestion, authorised and supervised by the AMF (Autorité des Marchés Financiers) N°GP03-004, 21
Avenue Kléber, 75016 Paris. For German Wholesale clients issued by FIL Investments Services GmbH, Kastanienhdhe 1, 61476
Kronberg im Taunus. For German Institutional clients issued by FIL (Luxembourg) S.A., 2a, rue Albert Borschette BP 2174 L-1021
Luxembourg. For German Pension clients issued by FIL Finance Services GmbH, Kastanienh6he 1, 61476 Kronberg im Taunus.
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