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Q&A: Shareholder letter dated 16 November 2020 

November 2020 

Summary of Changes on the Fidelity Funds registered in Hong Kong 

Equity Funds 

Please 
refer to 

the 
below 

Question 
no. 

Effective 
Date 

Free Switch 
Period 

Change to 
Investment 
Objective 

(Y/N) 

Change to 
Investment 

Strategy 
(Y/N) 

Change 
to Fees 

or 
Charges 

(Y/N) 

Change 
to Risk 
Profile 
(Y/N) 

Fidelity Funds - America Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - American Diversified Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - American Growth Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - ASEAN Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Asia Focus Fund 
2 24-Feb-21 16-Nov-20 to

23-Feb-21
Y Y N N 

9, 12 16-Dec-20

Fidelity Funds - Asia Pacific Dividend Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Asia Pacific Opportunities Fund 6, 9, 12 16-Dec-20
16-Nov-20 to

15-Dec-20
Y N N N 

Fidelity Funds - Asian Smaller Companies Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Asian Special Situations Fund 6, 9, 12 16-Dec-20
16-Nov-20 to

15-Dec-20
Y N N N 

Fidelity Funds - Australia Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - China Consumer Fund 6, 9, 12 16-Dec-20
16-Nov-20 to

15-Dec-20
Y Y N N 

Fidelity Funds - China Focus Fund 6, 9, 12 16-Dec-20
16-Nov-20 to

15-Dec-20
Y Y N N 

Fidelity Funds - China Opportunities Fund 

2 24-Feb-21
16-Nov-20 to

23-Feb-21
Y Y N N 9, 12 16-Dec-20

14 15-Feb-21

Fidelity Funds - Emerging Asia Fund 6, 9, 12 16-Dec-20
16-Nov-20 to

15-Dec-20
Y N N N 

Fidelity Funds - Emerging Europe, Middle East 
and Africa Fund 

9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Emerging Markets Focus Fund 6, 9, 12 16-Dec-20
16-Nov-20 to

15-Dec-20
Y N N N 

Fidelity Funds - Emerging Markets Fund 6, 9, 12 16-Dec-20
16-Nov-20 to

15-Dec-20
Y N N N 

Fidelity Funds - Euro Blue Chip Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - EURO STOXX 50® Fund 12 16-Dec-20 N/A N N N N 

Fidelity Funds - European Dividend Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - European Dynamic Growth Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - European Growth Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - European Larger Companies 
Fund 

9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - European Smaller Companies 
Fund 

9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - FIRST All Country World Fund 6, 9, 12 16-Dec-20
16-Nov-20 to

15-Dec-20
Y N N N 

Fidelity Funds - FIRST European Value Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - France Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Germany Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Global Consumer Industries 
Fund 

9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Global Demographics Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Global Dividend Fund 9, 12 16-Dec-20 N/A Y N N N 
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Equity Funds 

Please 
refer to 

the 
below 

Question 
no. 

Effective 
Date 

Free Switch 
Period 

Change to 
Investment 
Objective 

(Y/N) 

Change to 
Investment 

Strategy 
(Y/N) 

Change 
to Fees 

or 
Charges 

(Y/N) 

Change 
to Risk 
Profile 
(Y/N) 

Fidelity Funds - Global Financial Services Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Global Focus Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Global Health Care Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Global Industrials Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Global Infrastructure Fund 
2 19-Apr-21 16-Nov-20 to 

16-Apr-21 
Y Y N N 

9, 12 16-Dec-20 

Fidelity Funds - Global Property Fund 9, 12  16-Dec-20 N/A Y N N N 

Fidelity Funds - Global Technology Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Greater China Fund 6, 9, 12 16-Dec-20 
16-Nov-20 to 

15-Dec-20 
Y Y N N 

Fidelity Funds - Iberia Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - India Focus Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Indonesia Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Institutional Emerging Markets 
Equity Fund 

6, 9, 12 16-Dec-20 
16-Nov-20 to 

15-Dec-20 
Y N N N 

Fidelity Funds - Institutional Japan Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - International Fund 
2 10-Mar-21 16-Nov-20 to 

9-Mar-21 
Y Y N N 

9, 12 16-Dec-20 

Fidelity Funds - Italy Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Japan Advantage Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Japan Aggressive Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Japan Fund 
2 3-Mar-21 16-Nov-20 to 

2-Mar-21 
Y Y N N 

9, 12 16-Dec-20 

Fidelity Funds - Japan Smaller Companies Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Latin America Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Malaysia Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Nordic Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Pacific Fund 6, 9, 12 16-Dec-20 
16-Nov-20 to 

15-Dec-20 
Y N N N 

Fidelity Funds - Singapore Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Switzerland Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Taiwan Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Thailand Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - United Kingdom Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - World Fund 9, 12 16-Dec-20 N/A Y N N N 
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Fixed Income Funds 

Please 
refer to 

the below 
Question 

no. 

Effective 
Date 

Free Switch 
Period 

Change to 
Investmen
t Objective 

(Y/N) 

Change to 
Investmen
t Strategy 

(Y/N) 

Change 
to Fees 

or 
Charges 

(Y/N) 

Chang
e to 
Risk 

Profile 
(Y/N) 

Fidelity Funds - Asia Pacific Strategic Income 
Fund 

5, 6, 9, 12 16-Dec-20
16-Nov-20 to
15-Dec-20

Y Y N N 

Fidelity Funds - Asian Bond Fund 5, 9, 12 16-Dec-20
16-Nov-20 to
15-Dec-20

Y N N N 

Fidelity Funds - Asian High Yield Fund 5, 6, 9, 12 16-Dec-20
16-Nov-20 to
15-Dec-20

Y N N N 

Fidelity Funds - China High Yield Fund 5, 6, 9, 12 16-Dec-20
16-Nov-20 to
15-Dec-20

Y Y N N 

Fidelity Funds - Emerging Market Corporate 
Debt Fund 

5, 6, 9, 12 16-Dec-20
16-Nov-20 to
15-Dec-20

Y N N N 

Fidelity Funds - Emerging Market Debt Fund 5, 6, 9, 12 16-Dec-20
16-Nov-20 to
15-Dec-20

Y N N N 

Fidelity Funds - Euro Bond Fund 5, 9, 12 16-Dec-20
16-Nov-20 to
15-Dec-20

Y N N N 

Fidelity Funds - Euro Corporate Bond Fund 5, 9, 12 16-Dec-20
16-Nov-20 to
15-Dec-20

Y N N N 

Fidelity Funds - Euro Short Term Bond Fund 5, 9, 12 16-Dec-20
16-Nov-20 to
15-Dec-20

Y N N N 

Fidelity Funds - European High Yield Fund 5, 9, 12 16-Dec-20
16-Nov-20 to
15-Dec-20

Y N N N 

Fidelity Funds - Flexible Bond Fund 5, 7, 9, 12 16-Dec-20
16-Nov-20 to
15-Dec-20

Y Y N N 

Fidelity Funds - Global Bond Fund 6, 9, 12 16-Dec-20
16-Nov-20 to
15-Dec-20

Y N N N 

Fidelity Funds - Global Income Fund 5, 6, 9, 12 16-Dec-20
16-Nov-20 to
15-Dec-20

Y N N N 

Fidelity Funds - Global Inflation-linked Bond 
Fund 

9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Global Short Duration Income 
Fund 

6, 9, 12 16-Dec-20
16-Nov-20 to
15-Dec-20

Y N N N 

Fidelity Funds - Sustainable Strategic Bond Fund 6, 7, 9, 12 16-Dec-20
16-Nov-20 to
15-Dec-20

Y Y N N 

Fidelity Funds - US Dollar Bond Fund 
10 1-Dec-20 N/A 

Y N N N 
12 16-Dec-20 N/A 

Fidelity Funds - US High Yield Fund 9, 11, 12 16-Dec-20 N/A Y Y N N 
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Multi Asset Funds 

Please 
refer to 

the below 
Question 

no. 

Effective 
Date 

Free Switch 
Period 

Change to 
Investment 
Objective 

(Y/N) 

Change to 
Investment 

Strategy 
(Y/N) 

Change 
to Fees 

or 
Charges 

(Y/N) 

Change 
to Risk 
Profile 
(Y/N) 

Fidelity Funds - European Multi Asset Income 
Fund 

5, 9, 12 16-Dec-20 
16-Nov-20 to 

15-Dec-20 
Y N N N 

Fidelity Funds - Global Multi Asset Income 
Fund 

5, 9, 11, 12 16-Dec-20 
16-Nov-20 to 

15-Dec-20 
Y Y N N 

Fidelity Funds - Greater China Multi Asset 
Growth & Income Fund 

5, 6, 9, 12 16-Dec-20 
16-Nov-20 to 

15-Dec-20 
Y N N N 

Fidelity Funds - Growth & Income Fund 
3, 5, 9, 11,  

12 
16-Dec-20 

16-Nov-20 to 
15-Dec-20 

Y Y N N 

Fidelity Funds - SMART Global Moderate Fund 
2 10-Mar-21 

16-Nov-20 to 
9-Mar-21 Y Y N N 

9, 12, 13 16-Dec-20 N/A 

 

 

Cash Funds 

Please 
refer to 

the below 
Question 

no. 

Effective 
Date 

Free Switch 
Period 

Change to 
Investment 
Objective 

(Y/N) 

Change to 
Investment 

Strategy 
(Y/N) 

Change 
to Fees 

or 
Charges 

(Y/N) 

Change 
to Risk 
Profile 
(Y/N) 

Fidelity Funds - Australian Dollar Cash Fund 9 16-Dec-20 N/A Y N N N 

Fidelity Funds - Euro Cash Fund 9 16-Dec-20 N/A Y N N N 

Fidelity Funds - Sterling Cash Fund 9 16-Dec-20 N/A Y N N N 

Fidelity Funds - US Dollar Cash Fund 9 16-Dec-20 N/A Y N N N 

 

 

Lifestyle Funds 

Please 
refer to 

the below 
Question 

no. 

Effective 
Date 

Free Switch 
Period 

Change to 
Investment 
Objective 

(Y/N) 

Change to 
Investment 

Strategy 
(Y/N) 

Change 
to Fees 

or 
Charges 

(Y/N) 

Change 
to Risk 
Profile 
(Y/N) 

Fidelity Funds - Fidelity Target 2020 Fund 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Fidelity Target 2025 (Euro) 
Fund 

4, 9, 12 16-Dec-20 N/A Y N N N 

Fidelity Funds - Fidelity Target 2030 (Euro) 
Fund 

4, 9, 12 16-Dec-20 N/A Y N N N 
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Questions and answers: 

  

1. Why are we making these changes? 

The asset management industry is going through a significant period of change. New competitors, increased 

regulation and the shift towards passive investing have all contributed to a comprehensive overhaul of the 

business. Meanwhile, investors’ demand is moving towards different strategies, with greater emphasis on 

alternatives asset classes and new investment solutions. 

Against this backdrop, Fidelity has over the years built one of the largest ranges of cross-border funds in the 

industry, with more than 150 funds. As might be expected with a fund range of this size, not all of the funds are 

currently operating at scale and are not necessarily best positioned to cater for the evolving needs of investors. 

 

2.  Which Funds are Repurposing?  [Initiative I in Shareholder Notice] 

From To Q&A 

Fidelity Funds — Japan Fund Fidelity Funds — Sustainable Japan Equity Fund 

FF Sustainable 

Japan Equity Fund QA Eng.pdf

 

Fidelity Funds — Asia Focus Fund Fidelity Funds — Sustainable Asia Equity Fund 

FF Sustainable Asia 

Equity Fund QA Eng.pdf

 

Fidelity Funds — China Opportunities Fund Fidelity Funds — China Innovation Fund  

FF China 

Innovation Fund QA Eng.pdf

 

Fidelity Funds — Global Infrastructure Fund Fidelity Funds — Global Dividend Plus Fund 

FF Global Dividend 

Plus Fund QA Eng.pdf

 

Fidelity Funds — International Fund Fidelity Funds — Global Thematic Opportunities 
Fund 

FF Global Thematic 

Opportunities QA Eng.pdf

 

Fidelity Funds — SMART Global Moderate Fund Fidelity Funds — Global Multi Asset Dynamic Fund 

FF Global Multi 

Asset Dynamic Fund QA Eng.pdf
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Are all the repurposes material changes to the funds? 

Yes, all the repurposes is classified as a material change by the Lux regulator and SFC. 

3. Change of name of a Fund [Initiative VI in Shareholder Notice]

The Fidelity Funds — Growth & Income Fund is changing its name to Fidelity Funds — Multi Asset Income Fund. 

Why is this fund being renamed? 

The fund is being renamed to better reflect the strategy and objective of the fund. 

Will this change how the fund is being managed? 

No - there is no change to how the fund is being managed. 

Will the portfolio manager(s) change? 

No - there is no change to the portfolio manager. 

When will the change occur? 

16 December 2020. 

Will the fund name change a material change? 

No - the change is classified as a non-material change. 

4. Delegation to Geode Capital Management, LLC (“Geode”) — Fidelity Funds - Fidelity Target™
2025 (Euro) Fund and Fidelity Funds - Fidelity Target™ 2030 (Euro) Fund [Initiative IX in
Shareholder Notice]

The two above Funds will delegate some of the assets to be managed by Geode. The portion of the assets 

managed by Geode will not exceed 30% of their respective net asset value. The obligations of the Investment 

Manager to the above Funds are unaffected by any such delegation.  

As disclosed in the Prospectus, the list of all entities (including Geode) having managed all or part of the assets of 

each fund over the last six or twelve months will be published in the annual and semi-annual financial reports. 

Is the change considered to be a material change? 

No, it is a non-material change. 

5. Amendments to the Investment Objectives regarding Investment in Hybrids and Contingent
Convertible Bonds (“CoCos”) for certain Funds. [Initiative II in Shareholder Notice]

Why is Fidelity making these changes? 

Fidelity regularly reviews its fund documentation to ensure that it meets the needs of customers and reflects current 

market practice as well as all regulatory requirements where the Fidelity Funds are distributed.  

The Luxembourg and Hong Kong regulator require asset managers to meet Minimum Disclosure Requirements for 

specific assets classes and security instrument types for the distribution of collective investment scheme registered 

and distributed in the Luxembourg and Hong Kong jurisdictions.  
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The requirement has resulted in additional disclosures in a number of funds’ investment objective regarding the 

funds’ exposures to hybrid securities and contingent convertible bonds (“CoCos”) and the maximum permitted 

exposure to such instruments. 

The investment objective of the impacted funds will be updated so that these funds are entitled to invest less than 

30% of their total net assets in hybrids securities and CoCos, with less than 20% of their total net assets to be 

invested in CoCos. 

Which funds are impacted by this change? 

16 funds will be impacted by this additional disclosure change 

1. Fidelity Funds - Asia Pacific Strategic Income Fund 

2. Fidelity Funds - Asian Bond Fund 

3. Fidelity Funds - Asian High Yield Fund 

4. Fidelity Funds - China High Yield Fund 

5. Fidelity Funds - Emerging Market Corporate Debt Fund 

6. Fidelity Funds - Emerging Market Debt Fund 

7. Fidelity Funds - Euro Bond Fund 

8. Fidelity Funds - Euro Corporate Bond Fund 

9. Fidelity Funds - Euro Short Term Bond Fund  

10. Fidelity Funds - European High Yield Fund 

11. Fidelity Funds - European Multi Asset Income Fund 

12. Fidelity Funds - Flexible Bond Fund 

13. Fidelity Funds - Global Income Fund 

14. Fidelity Funds - Global Multi Asset Income Fund 

15. Fidelity Funds - Greater China Multi Asset Growth & 

Income Fund 

16. Fidelity Funds - Growth & Income Fund (to be renamed 

Fidelity Funds - Multi Asset Income Fund) 

 

Will the funds’ Investment Objectives or investment process change? 

No - this will not change the current way the investment team manages the funds in scope for this disclosure. The 

funds already had the ability to invest in hybrid securities and CoCos and the change is driven by regulatory 

disclosure requirements. 

The funds’ investment objectives will be updated with an additional sentence regarding hybrids securities and 

Cocos maximum permitted exposures. 

Will there be any changes to the funds’ risk factors? 

No - there will be no change to the funds’ risk factors. The funds already had the ability to invest in hybrid securities 

and CoCos. The risks associated with these instrument types were disclosed in the prospectus before this change 

for the impacted funds. 

Where will the updated Fidelity Funds prospectus reflecting the changes be available? 

The updated Fidelity Funds prospectus in various languages will be added to relevant FIL websites as soon as 

practical. 

When will the change be effective? 

The effective date for this change will be 16 December 2020. 

Is the change considered to be a material change? 

Yes - the change is classified as a material change. 
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6.   Amendments to the Limits related to Onshore China Investments for Certain Funds [Initiative III 
in Shareholder Notice] 

Why is Fidelity making this change? 

With the progressive inclusion of China onshore securities in major indexes such as the MSCI China index and the 

Bloomberg Barclays Global Aggregate Index, the investment management team believes we must respond to the 

market trend by allowing for more flexibility in our equity, fixed income and multi-asset strategies to invest in China 

onshore securities. 

In addition, many Asia regulators have recently relaxed their regulation on the China onshore investment limit for 

cross-border funds. With the regulatory changes, we believe that it is in the best interest of our clients to increase 

the flexibility in China onshore investments for the funds, which helps to improve investment outcomes. 

What are the current limits and the new limits for onshore China investments (direct and indirect)? 

21 funds will be impacted by this change.  

For 6 funds detailed below, the funds’ aggregate exposure to Onshore China via direct and indirect exposure, will 

increase. Detailed information for these funds is in the table below. 

Equity 

China A and B Shares 

Fund name Current maximum exposure* New maximum exposure* 

 Direct 

Exposure 

Aggregate -including 

direct and indirect 

exposure 

Direct 

Exposure 

Aggregate -including 

direct and indirect 

exposure 

Fidelity Funds – China 

Consumer Fund 

Up to 10% Less than 30% Up to 20%** Up to 60% 

Fidelity Funds – China Focus 

Fund 

Up to 10% Less than 30% Up to 20%** Up to 60% 

Fidelity Funds – Greater China 

Fund 

Up to 10% Less than 30% Up to 20%** Up to 60% 

* of the Fund’s net assets.  

** this direct exposure is to reflect country-specific investment restrictions for the Fund registered in certain jurisdictions as provided for in Part 

V, Section 5.3, of the Prospectus.  

Fixed Income 

China fixed income securities 

Fund name Current maximum exposure* New maximum exposure* 

 Direct 

exposure 

Aggregate -including 

direct and indirect 

exposure 

Direct 

exposure 

Aggregate -including 

direct and indirect 

exposure 

Fidelity Funds – Asia Pacific 

Strategic Income Fund 
NA Less than 30% NA** Up to 50%# 
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Fidelity Funds – China High 

Yield Fund 
NA Less than 30% NA** Up to 60%# 

* of the Fund’s net assets.  

** The limit on direct investment in China fixed income securities will be removed and the Fund will be subject to an overall aggregate limit of 

direct and indirect investment in China fixed income securities. 

# The Fund (save for Fidelity Funds – Emerging Market Corporate Debt Fund) may invest up to the maximum limit disclosed (on an aggregate 

basis) in onshore China (i) urban investment bonds; (ii) asset-backed securities (including asset-backed commercial papers); and (iii) bonds 

which are rated below investment grade or unrated bonds. Fidelity Funds – Emerging Market Corporate Debt Fund may invest less than the 

maximum limit disclosed in the aforesaid investments. 

Multi Asset Funds 

China A and B Shares and China fixed income securities 

Fund name Current maximum exposure* New maximum exposure* 

 Direct 

Exposure 

Aggregate -including 

direct and indirect 

exposure 

Direct 

Exposure 

Aggregate -including 

direct and indirect 

exposure 

Fidelity Funds – Greater China 

Multi Asset Growth & Income Fund 

Up to 10% Less than 30% NA** Up to 60%# 

* of the Fund’s net assets. 

** The limit on direct investment in China A and B Shares and China fixed income securities will be removed and the Fund will be subject to an 

overall aggregate limit of direct and indirect investment in China A and B Shares and China fixed income securities. 

# The Fund may invest up to the maximum limit disclosed (on an aggregate basis) in onshore China (i) urban investment bonds; (ii) asset-

backed securities (including asset-backed commercial papers); and (iii) bonds which are rated below investment grade or unrated bonds.  

Will there be any change to the way the funds are managed as a result of the change? 

The funds may increase their direct exposure to onshore China when the new limits come into effect while their 

aggregate (direct and indirect) onshore China exposure may increase over time.  

Overall, the funds will not change its management style or risk profile as a result of increased flexibility to invest in 

Onshore China.  

For the remaining 15 funds, the maximum exposure to onshore China will remain unchanged at 30% of funds’ 

TNA, but the funds’ ability to hold direct onshore China exposures will increase e.g. the ability to invest in securities 

issued on Mainland China stock exchanges and Mainland China fixed income securities. Detailed information for 

each fund is in the table below. 

Equity 

China A and B Shares 

Fund name Current maximum exposure* New maximum exposure* 

 Direct 

Exposure 

Aggregate -including 

direct and indirect 

exposure 

Direct 

Exposure 

Aggregate -including 

direct and indirect 

exposure 
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Fidelity Funds – Asia Pacific 

Opportunities Fund 

Up to 10% Less than 30% NA*** Less than 30% 

Fidelity Funds – Asian Special 

Situations Fund 

Up to 10% Less than 30% Up to 20%**  Less than 30% 

Fidelity Funds – Emerging Asia 

Fund 

Up to 10% Less than 30% Up to 20%** Less than 30% 

Fidelity Funds – Emerging 

Markets Focus Fund 

Up to 10% Less than 30% NA*** Less than 30% 

Fidelity Funds – Emerging 

Markets Fund 

Up to 10% Less than 30% Up to 20%** Less than 30% 

Fidelity Funds – FIRST All 

Country World Fund 

Up to 10% Less than 30% NA*** Less than 30% 

Fidelity Funds - Institutional 

Emerging Markets Equity Fund 

Up to 10% Less than 30% NA*** Less than 30% 

Fidelity Funds – Pacific Fund Up to 10% Less than 30% Up to 20%** Less than 30% 

* of the Fund’s net assets.  

** this direct exposure is to reflect country-specific investment restrictions for the Fund registered in certain jurisdictions as provided for in Part 

V, Section 5.3, of the Prospectus.  

*** The limit on direct investment in China A and B Shares will be removed and the Fund will be subject to an overall aggregate direct and 

indirect limit on investment in China A and B Shares. 

Fixed Income 

China fixed income securities 

Fund name Current maximum exposure* New maximum exposure* 

 Direct 

exposure 

Aggregate -including 

direct and indirect 

exposure 

Direct 

exposure 

Aggregate -including 

direct and indirect 

exposure 

Fidelity Funds – Asian High 

Yield Fund 
Up to 10% Less than 30% Up to 20%**# Less than 30% 

Fidelity Funds – Emerging 

Market Corporate Debt Fund 
Up to 10% Less than 30% NA*** Less than 30%# 

Fidelity Funds – Emerging 

Market Debt Fund 
Up to 10% Less than 30% Up to 20%**# Less than 30% 

Fidelity Funds – Global Bond 

Fund 
Up to 10% Less than 30% Up to 20%**# Less than 30% 

Fidelity Funds – Global Income 

Fund 
Up to 10% Less than 30% Up to 20%**# Less than 30% 

Fidelity Funds – Global Short 

Duration Income Fund 
Up to 10% Less than 30% Up to 20%**# Less than 30% 
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Fidelity Funds - Sustainable 

Strategic Bond Fund 
Up to 10% Less than 30% Up to 20%**# Less than 30% 

* of the Fund’s net assets.  

** this direct exposure is to reflect country-specific investment restrictions for the Fund registered in certain jurisdictions as provided for in Part 

V, Section 5.3, of the Prospectus. 

*** The limit on direct investment in China fixed income securities will be removed and the Fund will be subject to an overall aggregate limit of 

direct and indirect investment in China fixed income securities. 

# The Fund (save for Fidelity Funds – Emerging Market Corporate Debt Fund) may invest up to the maximum limit disclosed (on an aggregate 

basis) in onshore China (i) urban investment bonds; (ii) asset-backed securities (including asset-backed commercial papers); and (iii) bonds 

which are rated below investment grade or unrated bonds. Fidelity Funds – Emerging Market Corporate Debt Fund may invest less than the 

maximum limit disclosed in the aforesaid investments. 

Will there be any change to the way the funds are managed as a result of the change? 

No - the funds may increase their direct exposure to onshore China when the new limits come into effect while their 

aggregate (direct and indirect) onshore China exposure will not increase over time.  

Overall, the funds will not change its management style or risk profile as a result of this change to provide more 

flexibility to invest in Onshore China. 

Why do some funds have a 20% max limit to direct Onshore China while other funds have N/A? 

The Fidelity Funds SICAV range is registered in various countries and to comply with the local regulatory 

requirements to sell the SICAV range, some additional restrictions are in place.  

For Fidelity Funds registered in Taiwan there is a 20% maximum permitted limit to Onshore China investments. 

For Fidelity Funds not registered in Taiwan it is denoted by N/A in the table and this means that the China direct 

onshore limit is based on the aggregate limit of both direct and indirect exposure. 

 Will there be any change to the funds’ Portfolio Manager(s)? 

No - the funds’ portfolio managers will not be changed as a result of the China limit changes in the investment 

objective. 

Is the change considered to be a material change? 

Yes, it is a material change by the Hong Kong SFC. 

  

7.  Change in Global Exposure Calculation Method for Certain Funds [Initiative IV in Shareholder 
Notice] 

Which funds are affected? 

o Fidelity Funds — Flexible Bond Fund  

o Fidelity Funds — Sustainable Strategic Bond Fund 

What is the change? 

There is a regulatory requirement under UCITS article 42 (3) to calculate a fund’s global exposure. There are two 

methods for doing this and they are commonly referred to as the commitment and value at risk (“VaR”) approach.  

These funds are changing from the commitment approach to the absolute VaR approach to provide the portfolio 

managers with greater flexibility to meet the funds’ total return objectives. 
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Under the commitment approach the global exposure relating to derivative instruments is calculated as the sum of 

the notional values all derivatives instruments (after the deduction of hedges) expressed as a percentage of the 

total net asset value. Using this approach, the fund is constrained to a maximum of 100% derivative exposure. 

Value at Risk (“VaR”) is a statistical measure to estimate the size of potential loss events for a given time horizon 

and confidence level.  Typical values for the confidence level are 95% and 99%.  A confidence level of 99% aims to 

identify the level of loss that can be expected 1% of the time. The VaR approach to global exposure applies VaR 

calculations to a fund and is then either compared to an absolute limit or to the VaR of a reference portfolio. In this 

way, either the potential absolute (expected) loss events are controlled or the size of the potential loss events for 

the fund can be compared to those of a reference portfolio as a ratio.     

Will the change lead to an increase in derivatives in the portfolios? 

While we do not expect the change to absolute VaR to lead to a significant increase in derivative usage, ongoing 

market volatility will dictate the fund’s derivative profile in future. Moreover, there are other funds already adopting 

the VaR approach (including Fidelity Funds — Emerging Market Total Return Debt Fund which uses relative VaR) 

and so this exercise is also being undertaken to ensure consistency across the range. Importantly, the way the 

funds are managed, and their total return objectives will not change. 

Is the change considered to be a material change? 

Yes, it is a material change by the Luxembourg CSSF and Hong Kong SFC. 

 

8. Sustainable Investment approach section being added (section 1.3 of Fidelity Funds prospectus) 
[Initiative XIII in Shareholder Notice] 

To enhance the disclosure and the investment selection process for Fidelity’s Sustainable Family fund range, we 

are adding in a new section to the prospectus (1.3 Sustainable Investment Approach). Fidelity’s approach to 

sustainable investing seeks to perform and achieve a detailed understanding of the environmental, social and 

governance (ESG) factors affecting each individual issuer by carrying out qualitative and quantitative analysis of 

potential investments.  

Our portfolio managers’ and analysts’ assessment of such considerations is formalised and embedded in Fidelity’s 
proprietary Fidelity Sustainability Ratings system, which provides a comprehensive and unique database of ESG-
specific information related to target companies. The Fidelity Sustainability Ratings system covers a substantial 
proportion of Fidelity’s investment universe of over 3,000 issuers.  

In addition to the Fidelity Sustainability Ratings, external sources of information are used to supplement internal 

analysis, including third party ratings, models and data. 

Is the change considered to be a material change? 

No, it is a non-material change. 

 

9. Addition of the ESMA Benchmark disclosures to Investment Objectives in the prospectus 
[Initiative VII in Shareholder Notice] 

In March 2019, the European Securities and Markets Authority ‘ESMA’, introduced new regulations to include 

benchmark disclosure obligations in KIIDs and the prospectus for each fund, with the aim of promoting 

harmonisation and comparability of investor information. As a result, we are disclosing how a fund is managed in 

respect to three requirements:  

1) Is it Active/Actively or Passive/Passively managed;  
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2) If Active Funds, state if it is managed or not managed in reference to a benchmark index; and 

3) If Active Funds, state how actively they are managed compared to its benchmark Index. 

Further, we have amended benchmark names to ensure that we use a consistent naming convention across all 

Fidelity Funds’ funds. 

Will there be any change to the way the funds are managed as a result of the change? 

No - there is no change to how the funds are being managed as a consequence of this change. 

Is the change considered to be a material change? 

No, it is a non-material change. 

 

10. Benchmark Changes [Fidelity Funds — US Dollar Bond Fund] [Initiative VII in Shareholder 
Notice] 

With effect from 1 December 2020 Fidelity Funds — US Dollar Bond Fund (the “US Dollar Bond Fund”) will change 

its benchmark as follows:  

From To 

from ICE BofAML US Large Cap Corporate & 
Government Index 

ICE BofA Q4AR Custom Index (a custom USD 
Aggregate Bond index) 

 

Why is Fidelity making this change? 

This decision to change the benchmark for the US Dollar Bond Fund is driven by the fact that the new benchmark 

of ICE BofA Q4AR Custom Index is a more accurate reflection of the investment universe that the fund invests in 

and it is therefore a more accurate measure for performance comparison purposes.  

What impact will this change on the portfolio, its management or risks? 

No impact - The investment objective of the fund remains the same. There is no other change to the investment 

policy of the US Dollar Bond Fund, except the change described above.  

These changes are not expected to have any impact on the risk profile for investors and all associated costs 

including any legal, regulatory and mailing charges will be borne by FIL Fund Management Limited, the Investment 

Manager or Fidelity Funds (and/or any of its affiliates within the FIL Group). 

Is the change considered to be a material change? 

No, it is a non-material change. 

 

11. Removal of Loans as an investible instrument [Initiative XII in Shareholder Notice] 

Following regulatory changes in respect of the use of loans in portfolio management the Fidelity Funds prospectus 

is being updated to remove loans as an investible instrument. Currently, there are a small number of funds with 

residual exposure to loans and these funds will be clearly marked in the prospectus. 

Is the change considered to be a material change? 

No, it is a non-material change. 
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12. Addition of fixed income securities as eligible instruments for the FIL lending programme and 
updated limits [Initiative VIII and X in Shareholder Notice] 

The Fidelity Funds’ are expanding the use of Securities Lending as an investment tool and incorporating Fixed 

Income securities thus adding to the current Equity Securities Lending programme.   

In addition, the prospectus will include an enhanced disclosure on collateral for securities lending and updated 

expected limits for securities lending for all funds excluding Cash funds (Fidelity Funds – Australian Dollar Cash 

Fund, Fidelity Funds – Euro Cash Fund, Fidelity Funds – Sterling Cash Fund and Fidelity Funds – US Dollar Cash 

Fund). 

Current expected level (in % of TNA)  New expected level (in % of TNA)  

0  15  

 

Is the change considered to be a material change? 

No, it is a non-material change. 

 

13. Removal of the use of the word 'extensive' in reference to the use of financial derivative 
instruments [Initiative XI in Shareholder Notice] 

Following recent updates by the Securities and Futures Commission (the “SFC”) (Hong Kong regulator) the Fidelity 

Funds Prospectus will be amended to remove any reference to “extensive” in relation to use financial derivative 

instruments. 

There will be no change to the management of the impacted funds. 

Why is Fidelity making these changes? 

Previously, UCITS authorised by the Hong Kong SFC, which use financial derivative instruments extensively for 

investment purposes, were required to disclose this extensive use in their offering documents. Based on recent 

updates to the SFC’s disclosure requirements on the use of financial derivative instruments, SFC-authorised funds 

are now required to disclose their “net derivative exposure” and disclosure on extensive use of financial derivative 

instruments is no longer mandated.  

Since the regulatory requirement is not further required, it was recommended to remove the term “extensive” from 

the investment objective as a housekeeping exercise. 

Which funds are impacted by this change? 

Fidelity Funds — SMART Global Moderate Fund (with effect from 10 March 2021) this fund will change its name to Fidelity 

Funds — Global Multi Asset Dynamic Fund) 

Will the funds’ Investment Objectives change? 

Yes - where referring to the use of derivatives, the word “extensive” will be removed from the investment objective 

of the impacted funds. 

Will there be any changes to the investment strategy or to the funds’ risk factors? 

No - there will be no change to the investment strategy of the funds or to the funds’ risk factors. 
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Is the change considered to be a material change? 

No, it is a non-material change. 

 

14. CIES status removal for Fidelity Funds - China Opportunities Fund [Initiative V in Shareholder 
Notice] 

Due to the repurpose of Fidelity Funds - China Opportunities Fund to Fidelity Funds - China Innovation Fund, the 

new strategy will not comply to the Capital Investment Entrant Scheme (“CIES”) criteria and therefore will no longer 

have CIES status. 

16 February 2021 will be the last day the fund will have CIES status. 
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Q&A: Fidelity Funds — China Innovation Fund  
November 2020 


 


Key messages:  


• With effect from 24 February 2021: 


• the fund’s name is being changed from Fidelity Funds — China Opportunities Fund to 
Fidelity Funds — China Innovation Fund. 
 


• The fund’s investment objective is being updated.  
 


• The fund’s reference index will change to the MSCI China All Share Index. 
 


• Raymond Ma will step down from managing this fund, and Tina Tian and Casey McLean 
will be appointed as co-Portfolio Managers of the fund. 
 


 
• The fund will be linked to the theme of innovation and investments will include but are not limited to equity 


securities of companies that are involved in or are benefitting from the adoption of robotics, automation and 
artificial intelligence. 


• The largest ten holdings/securities held in the fund’s portfolio may account for 50% or more of the fund’s 
Net Asset Value, resulting in a reasonably concentrated portfolio.  


• The investment process, in terms of idea generation through Fidelity analysts, company meetings and 
visits and external research coupled with detailed analysis on the quality of a business, consistency of 
returns and valuation will not change.  


• As part of our investment innovation programme, ‘Hit Refresh’, we are introducing more co-Portfolio 
Managers to our equity strategies, where appropriate. This has been done very successfully across our 
asset management business and we plan to build on the success we have had in certain equity franchises 
such as European Smaller Companies, our sector and thematic portfolios and our systematic equity 
strategies. 


• The repurposed fund will have a focus on China innovation related equities and will complement our 
Fidelity China fund equity fund offering. 


• The repurpose will also result in the fund removing the Capital Investment Entrant Scheme (“CIES”) status 
from 16 February 2021. 
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Questions and answers:  


1. What is happening? 


The name of the Fidelity Funds — China Opportunities Fund is changing to the Fidelity Funds — China Innovation 
Fund, along with a change in the fund’s portfolio manager, and a change to the wording of the fund’s investment 
objective. In addition, the fund’s reference index will change to the MSCI China All Share Index.   


 


2. When is it happening? 


Effective on the 24 February 2021 Fidelity Funds — China Opportunities Fund will be repurposed to Fidelity Funds 
— China Innovation Fund.  


On 16 November 2020, shareholders in the Fidelity Funds — China Opportunities Fund will be notified of the fund 
changes. The Shareholder Notice will also be published on Fidelity’s local websites. The Shareholder Notice will 
contain the pertinent details in respect of the fund changes and may refer investors to the Fidelity Funds 
Prospectus for further details as required. 


 


3. Why is the Fidelity Funds — China Opportunities Fund being repurposed? 


Thematics are one of the strategic initiatives of Fidelity’s global product group to capture future client demand 
around megatrends. An ideation process with a long list of themes was developed, and this has now been 
narrowed down to a shortlist. This shortlist was created by scoring each theme according to several factors 
including capacity, market appeal, peer group and longevity of theme. The China Innovation strategy was identified 
as an opportunity to meet future client demand. 


 


4. What is the investment approach of the new strategy? 


The portfolio managers believe that: 


I. Innovation drives faster growth and stronger returns. 
II. The longevity of this secular growth is under-appreciated.  
III. With the pace of adoption accelerating, stock picking can add an extra layer of alpha on top of the secular 


theme. 


They believe innovation drives growth and creates tomorrow’s winners. China is an innovation superpower fuelled 
by insurmountable structural advantages. China Innovation Strategy seeks to capitalize on the opportunities in 
technology, lifestyle, and environmental innovations in China. They look for companies with the below 
characteristics:  


 Supportive industry structure with structural growth opportunities. They look for industries with large total 
addressable market (TAM), high barriers to entry and rational competitors. 
 


 Unique competitive advantages to support sustainable better growth and superior returns than peers. 
Competitive advantages could come from brand, cost advantage, platform and network. Durable 
competitive advantages lead to better growth and returns. 
 


 Visionary management team willing to invest in growth and striving for excellence. Culture and well-
designed incentives to encourage innovation. 
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 They also look for strong balance sheet and cash generation. Some innovative companies are in their early 


stage of development and may need to invest so they want to see a clear path to strong cash generation. 
 


 Reasonable valuation based on normalized earnings power. They focus on longer term, normalized 
earnings power based on scrutiny of the industry structure, instead of focusing on current earnings profile.  


Portfolio construction:  


Idea generation:  


They start from the global universe, doing screens for quality, growth, value and earnings momentum and 
assessing the full value chain. Partnership with FIL research team is most critical in generating ideas.  


Evaluation of the short-listed stocks:  


The short-listed stocks are evaluated from long term, medium term and short term respectively. The long-term 
fundamental score is based on an evaluation of the company from areas including growth, margin, management, 
moat etc. The medium-term outlook is expressed by the expected return which takes into consideration of base 
return and scenario weighted return. We also look at the short-term aspects including market sentiments or stock 
specific events.  


The stocks are ranked, and the top 40-60 stocks will go into their portfolio.  


Position size is driven by conviction levels based on the combined ranking of the stocks. They work with the FIL 
systematic team in risk management and generate final portfolio weights such that the total risk of conviction 
bucket reflects differential conviction, and within the same conviction bucket each stock makes an equal risk 
contribution. The result is a clean expression of the stock selection and the portfolio construction is completely 
benchmark-agnostic.  


Valuation philosophy  


 Focus on long-term normalized earnings and cash flow generation based on understanding of industry 
structure.  
 


 Focus on incremental changes in unit economics, while company could continue to spend on R&D or 
branding which may negatively impact the whole company's profitability.  
 


 Degree of cyclicality & position in the cycle: we differentiate between cyclical growers and long-term 
winners (LTW). We try to avoid buying at the peak of a cycle for cyclical growers. 
 


 Size of the total addressable market (TAM) & position in the adoption curve: with large TAM and early 
adoption players we can be slightly more flexible on valuation. 


When do the portfolio managers’ look to buy? e.g. key indicators 


• Thematic tailwind  
• Sustainable competitive advantage  
• Long duration growth  
• High/improving ROIC  
• Well aligned management team  
• Reasonable valuation  
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When do the portfolio managers’ look to sell? e.g. key indicators 


• Valuation becomes too expensive. For long-term-winners we would allow for more flexibility but for 
cyclicals we will remain strictly disciplined 


• Investment thesis is broken or has played out 
• We find better ideas elsewhere. All portfolio positions are competing for capital but especially the bottom 


conviction bucket. We would like to maintain a relatively concentrated portfolio 
• Significant corporate governance issues 


 


5. How do the Portfolio Managers’ define which companies are China Innovation? 


There are two thematic purity tests each stock needs to pass to get into the portfolio, China and Innovation. We 
assess thematic purity based on percentage of revenues, profits or cash flow; growth in revenues, profits or cash 
flow; and overall value creation and incremental value creation, one of the measurements being valuation multiple 
expansion. We look at dynamics of these metrics over the medium term, which is defined as next three years, 
rather than current exposure. This allows us to invest in companies in transition at relatively early stage, with an 
expectation that the company’s thematic purity will increase over time.  


I. China theme:  The company needs to have >50% exposure to China in the medium term, in terms of 
revenue, growth or value creation.  This means the fund is not confined to China-domiciled companies. It 
could be companies from outside China who enable or benefit from innovations in China.  
 


II. Innovation theme: Based on different areas where innovation occurs and is impactful, we have defined 
three innovative themes - technology innovation, lifestyle innovation and environmental innovation. For a 
stock to be considered as thematic fit, it will typically have 50% total exposure to these categories in the 
medium term.  
 


 Technology innovation: Under this theme we’ve identified three sub-themes - AI/digitization; 
automation & robotics and future mobility 
 


 AI/digitization: Developing and implementing artificial intelligence, machine learning and 
broader digital technology to generate new revenue streams, expand TAM, and improve 
productivity. 


 
 Automation & robotics: automatic production and operation without human intervention 


such as to improve quality and efficiency 
 


 Future mobility: new technologies and business models such as ride-hailing and sharing, 
autonomous driving and delivery, and micro mobility are changing the way people get 
around and live their lives.  


 
We invest in both enablers and adopters of these new technologies and business models. Key 
sectors include semi-conductors, IT hardware and software, internet, industrial, factory/machine 
automation, and some consumer companies etc.  
 


 Lifestyle innovation: This theme is based around transforming and improving our lives through 
innovative solutions through three sub-themes – Healthy; Wealthy & Wise. 
 


 Healthy: Healthcare innovations in China with the transformation from generic drugs to me-
too/better drugs and eventually to truly original drugs. Other examples include 
personalised nutrition, food technology, telemedicine etc.  
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 Wealthy: Developing new ways to save, invest and spend money.  


 
 Wise: Examples include new methods for learning such as online education, digital 


entertainment.  
 


 Environmental innovation: Development and application of products and processes that contribute 
to sustainable environmental protection and ecological improvements. Key areas include EV 
makers and supply chain, waste treatment, alternative energy etc.  


At portfolio level, we ensure at least 70% thematic purity. At the stock level though, some companies may have 
<50% thematic purity but if they can get there over the medium term, we also view them as attractive investment 
opportunities. 


 


6. Will the fund’s risk profile change? 


No - the risk profile will remain the same with an SRRI 6. Note that the fund be more concentrated holding less 
stocks from between 70-90 to 40-60 stocks. As a result, the typical tracking error range will increase from 2-6% to 
5-8% as will the active money range from 40-60% to >70%. The fund will aim to deliver superior risk-adjusted 
returns over the long-term through a bottom-up focused approach.  


 


7. Will the fund’s benchmark change? 


Yes - the benchmark will change to MSCI China All Share Index on 24 February 2021. This index was chosen as it 
most closely relates to the investment universe. 


 


8. Will there be Portfolio Manager changes? 


Yes - Raymond Ma will step down from managing this fund, and Tina Tian and Casey Mclean will be appointed as 
Co-Portfolio Managers of the fund.  


Casey McLean joined Fidelity (Hong Kong) in 2015 as an Investment Analyst and since January 2018 has covered 
regional technology, hardware and semi-conductors, prior to this he covered the energy sector from December 
2015 to January 2018. He was promoted to Analyst/Portfolio Manager in 2020. Prior to joining Fidelity, Casey was 
Portfolio Manager/Analyst at AMP Capital investors from 2010 to 2015. There he covered industrials and materials 
and was Portfolio Manager for ASEAN and India parts of an Asia ex-Japan portfolio. Before that Casey was at 
Three Pillars Portfolio Managers from 2008 to 2010. He was part of a small team of 4 that managed 4 Australian 
equity portfolios. Casey had responsibility for the ethical portfolio where the investment universe excluded non-
ethical sectors. In addition to this as an Analyst he had responsibility for three sectors (financials, infrastructure & 
property). Casey is a Chartered Financial Analyst and holds a Bachelor of Business degree from the University of 
Technology, Sydney and Graduate Certificate of Applied Finance and Investment from Securities Institute of 
Australia. He has over 20-years of investment experience. 


Tina Tian joined Fidelity (Hong Kong) Ltd in 2015 as an Investment Analyst and since December 2018 has covered 
the China internet sector, previously she covered China small cap and consumer services sectors from April 2015 
to December 2018. She was promoted to Analyst/Portfolio Manager in 2020 Prior to joining Fidelity, Tina was an 
Investment Analyst at Allianz Global Investors, having covered China financials and acting as a generalist covering 
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long/short strategies. Tina is from China and holds an MBA from Yale School of Management, US and a Bachelor 
of Arts in Economics from Peking University, Beijing. She has over 11-years of investment experience. 


Raymond Ma remains Portfolio Manager at FIL and is fully committed to the funds he continues to manage. 
Raymond is a long-standing and dedicated member of the investment team and Fidelity greatly values his 
contribution. 


 


9. Will the fund maintain it’s CIES status? 


Due to the repurpose, the new strategy will not comply to the Capital Investment Entrant Scheme (“CIES”) criteria 
and therefore will no longer have CIES status. 


 


10. When is the last day the fund is CIES eligible? 


16 February 2021 will be the last day the fund will have CIES status. 


 


11. What is the fund’s old and new investment objectives?  


From: 


Fidelity Funds — China Opportunities Fund 


To: 


Fidelity Funds — China Innovation Fund  
 


 
Investment Objective 


 
The fund aims to achieve long-term capital growth 
through investing primarily in securities of companies 
having their head office or exercising a predominant 
part of their activities in China or Hong Kong. China is 
considered to be an emerging market.  
 
 
 


The fund aims to achieve long-term capital growth primarily 
through investments in equity securities of companies that 
are listed in, or have their registered office in, or currently 
exercise, or are expected to exercise, a majority of their 
activity in the Greater China region, which includes Hong 
Kong, China, Taiwan and Macau. This region includes 
certain countries considered to be emerging markets. 
Investments will be linked to the theme of innovation, such 
as technology innovation, lifestyle innovation and 
environmental innovation. The investment focus under the 
technology innovation theme includes, but is not limited to, 
artificial intelligence and digitization (i.e. technology of 
converting information into a digital form so as to optimize 
business processes, generate new revenue streams, 
expand market opportunities and increase productivity); 
automation and robotics and future mobility (i.e. technology 
and business model on driving, transport and travelling). 
The lifestyle innovation is based around transforming and 
improving lives through innovative solutions through health, 
wealth and education. Under the environmental innovation, 
focus will be on the development and application of 
products and processes that contribute to sustainable 
environmental protection and ecological improvements. 
Investments will include but are not limited to equity 
securities of companies that are involved in or are 
benefitting from the adoption of any of these themes. 
 
The largest ten holdings/securities held in the fund’s 
portfolio may account for 50% or more of the fund’s Net 
Asset Value, resulting in a reasonably concentrated 
portfolio. 
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The fund is actively managed. The Investment Manager 
will, when selecting investments for the fund and for the 
purposes of monitoring risk, reference MSCI China All 
Share Index (the “Index”) as the Index constituents are 
representative of the type of companies the fund invests in. 
The fund’s performance can be assessed against its Index.  
 
The Investment Manager has a wide range of discretion 
relative to the Index. While the fund will hold assets that are 
components of the Index, it may also invest in companies, 
countries or sectors that are not included in, and that have 
different weightings from, the Index in order to take 
advantage of investment opportunities. It is expected that 
over long time periods, the fund’s performance will differ 
from the Index. However, over short time periods, the 
fund’s performance may be close to the Index, depending 
on market conditions. 
 


 
Investment Objective (notes) 


 
Reference Ccy: USD 
The fund invests in China and Hong Kong. The fund is 
unconstrained in the amount that it may invest in either 
Hong Kong or China. 
 


Reference Ccy: USD 
The fund can invest directly in China A Shares through the 
QFII status of FIL Investment Management (Hong Kong) 
Limited and/or through any permissible means available to 
the fund under prevailing laws and regulations (including 
through the Stock Connect or any other eligible means) or 
indirectly such as by way of China A share access products 
including, but not limited to, equity linked notes, 
participation notes, credit-linked notes or funds investing in 
China A Shares. The fund may invest up to 100% of its net 
assets directly and/or indirectly in onshore China A and B 
Shares on an aggregated basis. Less than 70% of the 
fund’s net assets will be invested in China A Shares 
through the QFII status.  
 
The fund may invest up to 100% of its net assets directly in 
China A Shares listed on the ChiNext market, the SME 
board or the STAR Board, on an aggregate basis. 
 


 


12. What are the old and new risk factors? 


From: 


Fidelity Funds — China Opportunities Fund 


To: 


Fidelity Funds — China Innovation Fund  
 


 
Risk Factors 


Equities; Stock/Issuer Concentration; Country 
Concentration; Emerging Markets; General China Related 
Risk; Derivatives/Counterparty General Risk; Short 
Positions; Active Currency; Specific Derivative Instruments; 
Securities Lending. 


Equities; Stock/Issuer Concentration; Country 
Concentration; Sector Concentration / Thematic Focus 
(including “Technology and Innovation Sectors Risk”); 
Emerging Markets; General China Related Risk (including 
“Chinese Renminbi Currency and Conversion Risks”, 
“China Assets”, “QFII”, “Stock Connect”, “Mainland China 
Tax Risk” and “Risks associated with the Small and 
Medium Enterprise (“SME”) board, ChiNext market and/or 
the Science and Technology Innovation Board (“STAR 
Board”)”); Derivatives/Counterparty General Risk; Short 
Positions; Active Currency; Specific Derivative Instruments; 
Securities Lending.  
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13. How will the newly repurposed strategy compare to the old fund? 


As at 30 September 2020: 


 FF — China Opportunities Fund  FF — China Innovation Fund  
Benchmark MSCI Zhong Hua Capped 10% Index MSCI China All Share Index 


Launch Date / Repurpose Date 23 November 2009 24 February 2021 


Portfolio Manager Raymond Ma Tina Tian & Casey McLean (Co-PMs) 


# positions 70 - 90 40 - 60 concentrated  


Typical max stock position +/-5% No change 


Active Money  Typically, 40 - 60% Typically, >70% outcome of portfolio 
construction  


Volatility 25.5% 23.7% 


Tracking error (ex-ante)  2 - 6% 5% - 8%. outcome of stock selection 
process, not a target 


Annual Turnover Typically, 40 - 60% per annum Typically, 50-100% per annum 


Ex-ante beta 0.97 No change 


SRRI 6 No change 


ESG Firmwide exclusion list, internal 
research considerations 


No change 


 


 


14. Which share classes will be available


o Fidelity Funds — China Innovation Fund A-USD 
[LU0455707207] 


o Fidelity Funds — China Innovation Fund A-ACC-
HKD [LU0502904849] 


o Fidelity Funds — China Innovation Fund I-ACC-
USD [New Share Class - Launch Date 10 March 
2021] 
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This document is for intermediaries' internal use only and not for external distribution. 


Q&A: Fidelity Funds — Global Dividend Plus  
November 2020 


 


Key messages:  


• With effect from 19 April 2021: 


• the fund’s name is being changed from Fidelity Funds — Global Infrastructure Fund to 
Fidelity Funds — Global Dividend Plus. 


• The fund’s investment objective is being updated.  


• The base currency of the fund is changing from Euros to US dollars. 


• The fund’s benchmark will change from MSCI ACWI Infrastructure to MSCI ACWI. 


• Portfolio management responsibilities will transfer from Rupert Gifford to Jochen Breuer 
and Fred Sykes. 


• The investment universe will broaden; while the existing fund selects stocks from a universe of 
infrastructure sectors including, but not limited to, telecommunications, utilities, energy, transportation and 
social (including educational services and healthcare facilities), the Global Dividend Plus will not focus on 
infrastructure sectors and will instead invest across the whole market. The investment universe will remain 
global. 


• Global Dividend Plus will acquire a new focus on income generation alongside the potential for some 
capital growth. To enhance the income of the fund, derivatives may be used to generate additional income, 
for example, by the writing of covered call options on securities held by the fund, generating extra income 
in return for agreeing a strike price above which potential capital growth in a specified period is sold. 
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Questions and answers:  


1. What is happening? 


The name of the Fidelity Funds — Global Infrastructure Fund is changing to the Fidelity Funds — Global Dividend 
Plus, along with a change in the fund’s base currency from euros to US dollars, and a change to the wording of the 
fund’s investment objective. Portfolio management responsibilities will transfer from Rupert Gifford to Jochen 
Breuer and Fred Sykes. 


 


2. When is it happening? 


Effective on the 19 April 2021 Fidelity Funds — Global Infrastructure Fund will be repurposed to Fidelity Funds — 
Global Dividend Plus.  


On 16 November 2020 Shareholders in the Fidelity Funds — Global Infrastructure Fund will be notified of the fund 
changes. The Shareholder Notice will also be published on Fidelity’s local websites. The Shareholder Notice will 
contain the pertinent details in respect of the fund changes and may refer investors to the Fidelity Funds 
Prospectus for further details as required.  


 


3. How will the new fund differ from FF — Global Dividend Fund? 


The fund will aim to deliver a 6-7% distribution yield. Fidelity Funds — Global Dividend Fund currently offers a c3% 
distribution yield. As such the return profiles of the funds will be meaningfully different. 


While the underlying portfolios may have some similarities, they will be managed by different portfolio managers, 
which will drive differences in stock-level positioning.  


 


4. What is the investment approach of the new strategy? 


The investment approach of the new strategy will be to invest in companies which offer attractive dividend yields 
which we believe will prove sustainable over time, and where there is some potential for long-term capital growth.  


The portfolio managers will assess companies from the point of view of franchise quality, valuation, and income 
generation. They will draw on the input of Fidelity’s research team in order to identify companies with the best long-
term income generating potential. Stocks held in the strategy would typically have the following characteristics; 


Quality 


 Attractive/Improving Returns on Capital 
 Cash generative businesses 
 Evidence of strong capital allocation 


Income 


 Dividend yield 
 Dividend growth expectations 
 Overwriting potential 
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Valuation 


 Attractive free cash flow yield 
 Attractive enterprise value (i.e., appropriate debt) 
 Considered in relation to franchise quality on a cross-cycle basis 


The portfolio will typically contain 40-50 stocks at 1-4% position size, and be diversified with respect to region and 
sector, but not constrained by index weights. 


The portfolio’s income will be enhanced by a call overlay strategy. Fidelity has managed income ‘enhancement’ 
strategies on the OEIC range since 2013. The call overlay will be managed primarily by Derivatives portfolio 
manager David Jehan. 


Through this combination of investing in higher-yielding equities and a call overlay, we aim to produce a high- and 
resilient-income stream with some potential for long-term capital growth.   


 


5. Will the fund’s risk profile change? 


The fund’s investment universe will broaden from infrastructure stocks to the whole market. Additionally, the fund 
will make use of covered call options in order to enhanced income generation. The fund’s SRRI rating is not 
expected to change. 


 


6. Will the fund’s benchmark change? 


Yes - The benchmark will change from MSCI ACWI Infrastructure to MSCI ACWI.  


 


7. Will there be Portfolio Manager changes? 


Portfolio management responsibilities will transfer from Rupert Gifford to Jochen Breuer and Fred Sykes.  


Jochen Breuer - Portfolio Manager  


Jochen Breuer joined Fidelity’s London office in 2007 as an analyst covering small-cap industrials and then media 
stocks. During that time, he was also the telecoms, media and technology (TMT) sector leader and managed the 
internal TMT analyst fund. Jochen then joined our Asia analyst team in Hong Kong in 2013 and spent two and a 
half years covering the regional energy, chemicals and shipping sectors. In 2015, Jochen worked more closely with 
the equity income team, based in London. In early 2016, Jochen started managing a pilot fund focusing on an 
equity income strategy for the Asia Pacific region.  


Jochen studied Finance & Asset Management at the International School of Management in Dortmund and holds a 
M.Sc. in Investment Management from Cass Business School, London. 


Fred Sykes - Portfolio Manager 


Fred has 14 years of industry experience and joined Fidelity as an analyst in 2006. He moved to EMEA & LATAM 
telecoms in 2009, before switching to Large cap European Mining in 2011 where he worked for 2 years. Between 
2013 and 2017 he co-managed the European Larger Companies, European Growth and AXA Selection European 
Equity funds. He was appointed as portfolio manager of Fidelity European Dividend in May 2018. Fred has a BA in 
Classics and English from Oxford University.     
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Jochen and Fred are currently responsible for Fidelity’s Asian and European equity income strategies respectively. 
They both have a strong track record in their respective markets and are well-aligned in terms of their investment 
philosophy. 


 


8. What is the fund’s old and new investment objectives?  


From: 


Fidelity Funds — Global Infrastructure Fund 


To: 


Fidelity Funds — Global Dividend Plus Fund 
 


 
Investment Objective 


 


The fund aims to provide investors with income and 
long-term capital growth, principally through investment 
in the equity securities of companies throughout the 
world, selected from a universe of infrastructure sectors 
including, but not limited to, telecommunications, 
utilities, energy, transportation and social (including 
educational services and healthcare facilities).  
As this fund may invest globally, it may be exposed to 
countries considered to be emerging markets. 


The fund aims to achieve income with the potential for some capital 
growth, investing at least 70% of net assets directly in equity 
securities of companies globally. The Investment Manager will target 
investments which it believes offer attractive dividend yields in 
addition to price appreciation. 
As this fund may invest globally, it may be exposed to countries 
considered to be emerging markets.  
As well as investing directly in equity securities, the fund will also 
achieve exposure indirectly through the use of derivatives. To 
enhance the income of the fund, derivatives may be used to 
generate additional income, for example, by the writing of covered 
call options on securities held by the fund, generating extra income 
in return for agreeing a strike price above which potential capital 
growth in a specified period is sold. The generation of additional 
income may impact the fund’s potential for capital growth, particularly 
in periods of rapidly rising markets where capital gains may be lower 
when compared with an equivalent uncovered portfolio.  
The fund is actively managed and aims to provide income and 
capital growth. Income will typically be in excess of MSCI ACWI 
Index (the “Index”). The Index constituents are representative of the 
type of companies the fund invests in. The fund’s performance can 
be assessed against its Index.  
The Investment Manager has a wide range of discretion relative to 
the Index. While the fund will hold assets that are components of the 
Index, it also is expected to invest in issuers, sectors, countries and 
security types that have different weightings from, and may not be 
included in, the Index in order to take advantage of investment 
opportunities. It is expected that over long time periods, the fund’s 
performance will differ from the Index. However, over short time 
periods, the fund’s performance may be close to the Index, 
depending on market conditions. 
The fund may invest its net assets directly in China A and B Shares. 
The Investment Manager is free to select equity securities of any 
company and is not restricted in its discretion to tactically allocate to 
any particular geographical region, industry sector or companies with 
a particular market capitalization if it believes that, relative to other 
equities, they may offer greater potential for income and capital 
growth.  


 
Investment Objective (notes) 


 
Reference Ccy: Euro Reference Ccy: USD 


As the fund may invest globally, it may invest across different 
countries and regions. It is unconstrained in the amount it may invest 
in any single country or region. 
The fund can directly invest in China A Shares through the QFII 
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status of FIL Investment Management (Hong Kong) Limited and/or 
through any permissible means available to the fund under prevailing 
laws and regulations (including through the Stock Connect or any 
other eligible means).  
The fund will invest less than 30% of its net assets directly and/or 
indirectly in onshore China A and B Shares on an aggregated basis. 


 


9. What are the old and new risk factors? 


From: 


Fidelity Funds — Global Infrastructure Fund 


To: 


Fidelity Funds — Global Dividend Plus 
 


 
Risk Factors 


 
Equities; Stock/Issuer Concentration; Sector Concentration; 
Emerging Markets; Derivatives/Counterparty General Risk; 
Short Positions; Active Currency; Specific Derivative 
Instruments; Securities Lending. 


Equities; Emerging Markets; Eurozone Risk; General China 
Related Risk (including “Chinese Renminbi Currency and 
Conversion Risks”, “China Assets”, “QFII”, “Stock Connect”, 
“Mainland China Tax Risk” and “Risks associated with the 
Small and Medium Enterprise (“SME”) board, ChiNext market 
and/or the Science and Technology Innovation Board (“STAR 
Board”)”); Derivatives/Counterparty General Risk; Short 
Positions; Active Currency; Specific Derivative Instruments; 
Income-producing securities; Securities Lending. 
 


  


10. How will the newly repurposed strategy compare to the old fund? 
 


FF — Global Infrastructure Fund FF — Global Dividend Plus 
Investment universe Infrastructure stocks Dividend-paying global equities 


Benchmark MSCI ACWI Infrastructure MSCI ACWI 


Launch Date / Expected Repurpose 
Date 


October 2018 19 April 2021 


Portfolio Manager Rupert Gifford Jochen Breuer & Fred Sykes 


Fund Type SICAV No change 


Income (annually, gross of fees) 5-6% c6-7% (underlying strategy is c4% with 
c2-3% from the covered call strategy) 


Base Currency EUR USD 


# positions Typically, 45-55 Typically, 40-50 


Absolute stock weight Typically, <6% Typically, 1-4% 


Active Money Typically, 60-70% Typically, c90% 
Volatility Typically, lower than market No change 


Tracking error (ex-ante) Typicall <8% No change 


Ex-ante beta Typically, <1 No change 


SRRI 6 No change 


ESG Integrated in analyst research and 
investment process 


No change 
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11. Which share classes will be available? 


Share classes for the fund are shown below;  


o Fidelity Funds — Global Dividend Plus Fund A-


ACC-Euro [LU0261951957] 


o Fidelity Funds — Global Dividend Plus Fund A-


Euro [LU0099575291] 


o Fidelity Funds — Global Dividend Plus Fund A-


MINCOME(G)-AUD (hedged) [LU1920062871] 


o Fidelity Funds — Global Dividend Plus Fund A-


MINCOME(G)-HKD (hedged) [LU1920062954] 


o Fidelity Funds — Global Dividend Plus Fund A-


MINCOME(G)-USD [LU1920063259]


 


12. Will this strategy pay income out of capital? [if relevant] 


The strategy will not pay income out of capital. 


 





		Key messages:
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This document is for intermediaries' internal use only and not for external distribution. 
 


Q&A: Fidelity Funds — Global Multi Asset Dynamic 
Fund  


November 2020 


 


Key messages:  


• With effect from 10 March 2021: 


• The fund’s name is being changed from Fidelity Funds — SMART Global Moderate Fund 
to Fidelity Funds — Global Multi Asset Dynamic Fund (MA Dynamic). 


• The fund’s investment objective is being updated.  


• The portfolio managers are changing to Pek Ng and Matthew Quaife. Both portfolio 
managers have extensive industry experience and have demonstrated consistent track 
record of value-add through tactical asset allocation and investment selection. 
 


• MA Dynamic is a growth-oriented global multi asset strategy managed in a dynamic, diversified and 
drawdown aware approach. 


• MA Dynamic seeks to deliver an equity-like return over market cycles with less volatility and smaller 
drawdowns than the global equity market  
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Questions and answers:  


1. What is happening? 


The name of the Fidelity Funds — SMART Global Moderate Fund is changing to the Fidelity Funds — Global Multi 
Asset Dynamic (MA Dynamic) Fund, along with a change in portfolio managers, the wording of the fund’s 
investment objective and the investment approach.  


 


2. When is it happening? 


Effective on the 10 March 2021 Fidelity Funds — SMART Global Moderate Fund will be repurposed to Fidelity 
Funds — Global Multi Asset Dynamic Fund.  


On 16 November 2020 Shareholders in the Fidelity Funds — SMART Global Moderate Fund will be notified of the 
fund changes. The Shareholder Notice will also be published on Fidelity’s local websites. The Shareholder Notice 
will contain the pertinent details in respect of the fund changes and may refer investors to the Fidelity Funds 
Prospectus for further details as required.  


 


3. Why is the Fidelity Funds — SMART Global Moderate Fund being repurposed? 


The FF - SMART Global Moderate Fund was launched in June 2016 and is a global multi asset strategy primarily 
focused on a volatility outcome using systematic volatility management approach for the market beta exposure. 
Interest in this strategy has been limited in recent years as investors prefer a more specific narrative on the 
outcome, focusing either on income or total return. The significant usage of derivatives also limited the investor 
base for this strategy. 


The decision was made to repurpose FF - SMART Global Moderate Fund into a growth oriented global multi asset 
strategy, seeking to deliver equity-like return over market cycle with less volatility and smaller drawdowns than the 
global equity market. The change has been sponsored by Asian business teams and it is strategically positioned in 
our multi asset product range to target high return / high risk part of the outcome spectrum. 


Investors need returns more than ever in today’s low yield environment. However, frequent shifts in risk regime and 
fading diversification from bonds mean that the risk of seeking growth is higher than before. We believe a globally 
diversified, dynamic and drawdown aware multi asset approach would appeal to investors who want to obtain 
growth but are also cautious about market volatility and downside risk.     


FF - Global Multi Asset Dynamic Fund (MA Dynamic) will be managed by an experienced portfolio management 
team led by Pek Ng and Matthew Quaife, who have extensive industry experience with strong and consistent track 
record in dynamic asset allocation. The team would dynamically allocate across equity, fixed income and 
alternatives assets with a focus on growth to navigate through market cycles. The investment process incorporates 
a broad-ranging toolkit dedicated to downside risk mitigation. 


 


4. What is the investment approach of the new strategy? 


FF - MA Dynamic is a true multi asset solution seeking growth opportunity from a diverse range of asset classes 
and return sources. It would invest in a range of equity, fixed income and alternative assets and strategies. The 
fund has a reference strategic asset allocation of 75% global equity and 25% global bond, while the portfolio is 
unconstrained relative to the reference strategic asset allocation. 
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Growth assets would constitute the majority part of the portfolio given the fund’s growth-oriented investment 
objective. The asset allocation would be dynamically adjusted with large flexibility to navigate through market 
cycles. At Fidelity Multi Asset, we combine top-down macro insights with bottom-up company level intelligence to 
make tactical asset allocation decisions. Specifically, the portfolio managers would utilise a broad-ranging toolkit 
including quantitative signals and qualitative insights to dynamically manage the downside risk. 


The fund will be managed actively and invest primarily in active building blocks, including both Fidelity and third-
party strategies. It can also invest in passive and smart beta strategies as well as closed end listed vehicles. The 
fund can invest up to 10% in open ended funds and ETFs. MA Dynamic will also use derivatives primarily for 
hedging and efficient portfolio management purposes. 


 


5. Will the fund’s risk profile change? 


Yes. Given the change in investment objectives and approaches, the fund risk profile would change accordingly. 
MA Dynamic aims to deliver less volatility than the global equity market. The estimated volatility of the portfolio is 
around 9-13% (based on the backtest of the strategic asset allocation pre-launch and is therefore preliminary). This 
is an indicative measure and will vary through time.  


Currently the SRRI level for SMART Global Moderate Fund is 5 and we expect it to remain the same post 
repurpose.  


  


6. Will the fund’s benchmark change? 


Yes. Different from SMART Global Moderate which does not have a benchmark, MA Dynamic is actively managed 
with reference to a composite of 75% MSCI ACWI (net total return in USD) and 25% Barclays Global Aggregate 
(USD hedged) for comparative purposes only. 


 


7. Will there be Portfolio Manager changes? 


Pek Ng and Matthew Quaife will be appointed as Portfolio Manager for this fund. Pek has over 30 years of 
experience and has demonstrated consistent track record of value-add through tactical asset allocation. Matthew 
Quaife has 15 years of investment experience and has been managing customised discretionary and advisory 
multi-asset mandates for large institutional clients at Fidelity. 


Eugene Philalithis, who is currently Lead Portfolio Manager on FF – SMART Global Moderate Fund, will focus his 
time on the income, target date and other outcome-oriented strategies.  


Rahul Srivatsa, who is currently Co-Portfolio Manager on FF – SMART Global Moderate Fund, will focus his time 
on the quantitative research and systematic multi-asset strategies. 


Below are the biographies of the two portfolio managers of MA Dynamic: 


Pek Ng - Portfolio Manager 


Pek Ng joined Fidelity in 1996 and since 2001 has been Portfolio Manager for a number of Asian-based pension, 
institutional and retail funds in the areas of multi asset and global equities. Based in Hong Kong, Pek focuses on 
tactical asset allocation and strategy selection. She has over 30 years of experience, holds a BA (Hons) from Mills 
College, Oakland, and is a CFA Charterholder. Pek is instrumental in the development of our team-based 
investment process and has delivered a strong performance track record. 
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Matthew Quaife - Portfolio Manager  


Matthew Quaife brings complementary experience to Pek, as a Portfolio Manager across a number of discretionary 
mandates, as well as a range of advisory strategies for institutional clients. Matt plays a leading role in the team’s 
investment process, including the transparent exchange of investment ideas. He has 15 years of investment 
experience, having worked in roles across portfolio management, research and design. Matthew is a CFA and 
CAIA Charter holder and has a BSc degree in Mathematical Sciences from Bath University. 


*Source: Fidelity International, as at 31 March 2020.    


 


8. What is the fund’s old and new investment objectives?  


From: 


Fidelity Funds — SMART Global Moderate Fund 


To: 


Fidelity Funds — Global Multi Asset Dynamic Fund 
 


 
Investment Objective 


 


The fund aims to provide moderate long term capital growth by 
investing in a range of global asset classes, including those 
located, listed or exposed to emerging markets. The fund will 
actively allocate to, and within, different asset classes and 
geographies based on their potential to generate moderate 
capital growth or reduce risk or volatility within the overall 
portfolio. The main asset classes in which the fund will invest 
include global government bonds, global inflation linked bonds, 
global corporate bonds including investment grade bonds, global 
high yield bonds, emerging market bonds and global equities. 
The fund may invest directly and/or indirectly (including through 
the use of financial derivative instruments) up to 90% of its assets 
in equities and up to 90% of its assets in global government 
bonds, global corporate bonds, inflation linked bonds and 
emerging market bonds which may comprise global high yield 
bonds up to 30% of the fund’s assets and up to 10% in hybrid 
bonds (‘Hybrids’), that is, debt securities with equity-like features. 
The Fund may also seek exposure less than 30% of its assets in 
infrastructure securities, commodities and eligible closed-ended 
real estate investment trusts (REITS). The fund aims to manage 
the long term average volatility, under normal market conditions, 
within a range of 6 to 8% per annum. This volatility range is 
however not guaranteed. 
Portfolio Information: 
The fund may make extensive use of financial derivative 
instruments for investment purposes or use complex financial 
derivative instruments or strategies to meet the investment 
objectives of the fund with a level of risk which is consistent with 
the risk profile of the fund. Financial derivative instruments may 
be used to create economic exposure to an asset akin to a 
physical holding of that asset. The types of financial derivative 
instruments that will be used include index, basket or single 
name futures options and contracts for difference referencing 
equities or bonds. Options used will include put and call options 
including covered call options. The fund will use index, basket or 
single credit default and total return swaps to gain exposure or 


The fund aims to provide long term capital growth by investing 
in a range of global asset classes. The fund will actively 
allocate to, and within, different asset classes and geographies 
(including emerging markets) based on their potential to 
generate capital growth.  
The main asset classes in which the fund will invest include 
global investment grade bonds, global high yield bonds, global 
equities, commodities and closed-ended real estate 
investment trusts (REITs). 
The fund is actively managed and references a composite of 
75% MSCI ACWI Index; 25% Bloomberg Barclays Global 
Aggregate Index (the ‘Index’) for performance comparison 
only.  
The fund may invest its net assets directly in China A and B 
Shares and/or onshore China fixed income securities listed or 
traded on any Eligible Market in China 
Portfolio Information: 
Within the main asset classes listed above the fund may, 
under normal market conditions, invest up to 100% in fixed 
income securities (including up to 50% of its net assets in 
global investment grade bonds, up to 75% in global high yield 
bonds (which include below investment grade and unrated 
bonds) and up to 75% in emerging market bonds), up to 100% 
in global equities, (including up to 75% emerging market 
equities), up to 15% in Russian securities, up to 50% in 
commodities, and up to 30% in closed-ended REITs. 
The fund may invest in hybrids and CoCos, as well as in other 
subordinated financial debt and preference shares. 
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reduce credit risk of issuers, interest rate swaps to actively 
manage the level of interest rate risk and currency derivatives to 
hedge or gain exposure to currencies or replicate currency 
exposure of the underlying securities of an equity index. The long 
and short active currency positions implemented by the fund may 
not be correlated with the underlying securities positions held by 
the fund. 
Hybrids may be issued by non-financial institutions (corporate 
Hybrids) and by financial institutions (financial Hybrids), including 
contingent convertibles, as well as in other subordinated financial 
debt and preference shares. These investments include 
investment grade and non-investment grade assets. 
In adverse market conditions the fund may hold more than 10% 
of its assets in cash or money market instruments (cash and 
short-term deposits, certificates of deposit and bills) and Money 
Market Funds. 


 
Investment Objective (notes) 


 
Reference Ccy: USD 
This fund may invest up to 10% of its net assets in loans that 
comply with the criteria applicable to Money Market Instruments 
for the purposes of the Law of 2010 (within the 10% limit as set 
out under Part V, A. I 2. of the Prospectus). 
Any commodity exposure for this fund will be obtained through 
eligible instruments and derivatives such as (but not limited to) 
units/shares of UCITS/or other UCIs, Exchange Traded Funds 
and commodity index swap transactions. Any property exposure 
will be obtained through investments in securities of companies 
principally engaged in the real estate industry and other real 
estate related investments. 
Global Exposure: 
The global exposure of the fund will be monitored using the 
absolute VaR approach, which is limited to 12%.  
Leverage is determined using the sum of the notionals (expressed 
as a sum of positive values) of all financial derivatives instruments 
used. The expected level of leverage of the fund is 200% of the 
Net Asset Value of the fund; this is however not a limit and higher 
levels of leverage may occur under this approach.  
Shareholders should be aware that (i) a higher level of expected 
leverage does not automatically infer a higher level of investment 
risk; and (ii) the expected level of leverage may include leverage 
generated by the use of derivatives for hedging purposes. 
The REITs that the fund may invest in may not be authorised by 
the Securities and Futures Commission in Hong Kong. The 
dividend or payout policy of this fund is not representative of the 
dividend or payout policy of the underlying REITs. 
Systematic Multi Asset Risk Targeted funds use the term 
“SMART” in their name to highlight their use of the Fidelity 
proprietary Systematic Multi Asset Risk Targeted (SMART) model 
that seeks to maintain the overall portfolio’s volatility within a given 
long term target range.  
The name of the fund is not indicative of the fund’s performance 
and return. 


Reference Ccy: USD 
It is understood that under the current Luxembourg regulation a 
fund may invest not more than 10% of its net assets in unlisted 
securities not dealt on a Regulated Market. Some investments 
in Russian securities may be considered as falling under such 
limit. 
The fund can directly invest in China A Shares and/or onshore 
China fixed income securities listed or traded on any Eligible 
Market in China through the QFII status of FIL Investment 
Management (Hong Kong) Limited, the Stock Connect, the 
China Interbank Bond Market scheme and/or via any other 
permissible means available to the fund under prevailing laws 
and regulations.  
The fund will invest less than 30% of its assets directly and/or 
indirectly in China A and B Shares and/or onshore China fixed 
income securities on an aggregated basis. 
“Eligible Market in China” refers to the Shanghai Stock 
Exchange, the Shenzhen Stock Exchange or the mainland 
China interbank bond market, as the case may be.  
The types of commodities in which the fund may invest include 
gold, metals and oil. Any commodity exposure for this fund will 
be obtained through eligible instruments and derivatives such 
as (but not limited to) units/shares of UCITS or other UCIs, 
Exchange Traded Funds and commodity index swap 
transactions.  
Less than 30% of the fund’s total net assets will be invested in 
hybrids and CoCos, with less than 20% of the total net assets 
to be invested in CoCos. 
The dividend or payout policy of the underlying closed-ended 
REITs is not representative of the dividend or payout policy of 
this fund.  
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9. What are the old and new risk factors? 


From: 


Fidelity Funds — SMART Global Moderate Fund 


To: 


Fidelity Funds — Global Multi Asset Dynamic Fund 
 


 
Risk Factors 


 
Equities; Bonds and other Debt Instruments; Commodities; 
Real Estate Related; Multi Asset; Below Investment Grade / 
Unrated Securities and High Yielding Debt Instruments; 
Emerging Markets; Eurozone Risk; General China Related 
Risk; Convertibles, Hybrids, Cocos and other instruments with 
loss absorption features; Loans; Collateralised and/or 
Securitised Debt Instruments; Derivatives/Counterparty 
General Risk; Short Positions; High Leverage; Active 
Currency; Specific Derivative Instruments; Asset Allocation – 
Dynamic; Securities Lending. 


Equities; Bonds and other Debt Instruments; Commodities; 
Real Estate Related; Multi Asset; Below Investment Grade / 
Unrated Securities and High Yielding Debt Instruments; 
Emerging Markets; Russia; Eurozone Risk; General China 
Related Risk; Convertibles, Hybrids, Cocos and other 
instruments with loss absorption features; Collateralised 
and/or Securitised Debt Instruments; 
Derivatives/Counterparty General Risk; Short Positions; 
Active Currency; Specific Derivative Instruments; Asset 
Allocation – Dynamic; Securities Lending. 
 


  


10. How will the newly repurposed strategy compare to the old fund? 
 


FF — SMART Global Moderate Fund FF — Global Multi Asset Dynamic Fund 
Objective Aims to provide moderate long term 


captial growth by investing in a rnage of 
global asset classes 


Aims to provide long term growth by 
investing in a range of global asset classes 


Target Outcome Cash + 5% p.a. total return with volatility 
around 6-8% p.a. 


Equity-like return over market cycles with 
less volatility and drawdowns than global 
equity market 


Investment Universe Global Global 


Comparator Not applicable 75% MSCI ACWI (net total return in USD) 
and 25% Barclays Global Aggregate (USD 
hedged) 


Flexibility High flexibility in allocating to different 
asset classes and geographies 


High flexibility in allocating to different asset 
classes and geographies 


Portfolio Components Systematic volatility managed beta 
combined with some apla component 


Globally diversified portfolio with a focused 
allocation to wide range of growth assets 
combined with a robust basket of defensive 
assets.  Overlay positions maybe used for 
dynamic allcoation. 


Building Blocks Liquid derivatives, passive instruments, 
Fidelity and 3rd party funds 


Active strategies and listed alternatives.  
Derivatives are mainly used for hedging 
purposes.   


Portfolio Managers Eugene Philalithis, Rahul Srivatsa Pek Ng, Matthew Quaife 


Management Style Active Active 


Base Currency USD USD 


  


11. Which share classes will be available? 


Share classes for the fund are shown below: 


o Fidelity Funds — Global Multi Asset Dynamic Fund A-USD [LU0080751232] 


o Fidelity Funds — Global Multi Asset Dynamic Fund - A-ACC-HKD [New Share Class - 28 April 2021] 


o Fidelity Funds — Global Multi Asset Dynamic Fund - I-ACC-USD [New Share Class - 28 April 2021] 


 





		Key messages:
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This document is for intermediaries' internal use only and not for external distribution. 
 


Q&A: Fidelity Funds — Global Thematic 
Opportunities Fund  


November 2020 


 


Key messages:  


• With effect from 10 March 2021: 


• The fund name is being changed from Fidelity Funds — International Fund to Fidelity 
Funds — Global Thematic Opportunities Fund. 


• The fund’s investment objective is being updated. 


• The fund’s benchmark is being updated. 


• The fund will continue to invest in global equities, but will take a higher conviction approach, accessing 
carefully selected long-term investment themes based on the rigorous top-down research from Fidelity's 
Solutions & Multi Asset team and in-depth bottom-up research of Fidelity's Equity team.  


• The fund will continue to be managed by Nick Peters as Lead Portfolio Manager, with Ayesha Akbar 
continuing to support as Co-Portfolio Manager.  
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Questions and answers:  


1. What is happening? 


The name of the Fidelity Funds — International Fund is changing to the Fidelity Funds — Global Thematic 
Opportunities Fund, along with a change in the fund’s investment objective and benchmark. 
 


2. When is it happening? 


Effective on the 10 March 2021 Fidelity Funds — International Fund will be repurposed to Fidelity Funds — Global 
Thematic Opportunities Fund. 


On 16 November 2020 Shareholders in the Fidelity Funds — International Fund will be notified of the fund 
changes. The Shareholder Notice will also be published on Fidelity’s local websites. The Shareholder Notice will 
contain the pertinent details in respect of the fund changes and may refer investors to the Fidelity Funds 
Prospectus for further details as required. 
 


3. Why is the Fidelity Funds — International Fund being repurposed? 


We believe that investing in sustainable long-term themes can drive meaningful outperformance through time, and 
Fidelity Funds – Global Thematic Opportunities Fund will provide access to a range of themes in one fund. 
Thematic strategies were already part of the investment universe of the fund, which has held exposure to a number 
of these strategies over time. The repurpose aims for a more focussed approach without significantly altering the 
risk profile of the fund. 
 


4. What is the investment approach of the new strategy? 


We believe that investing in well researched long-term growth themes can drive strong positive returns and 
meaningful outperformance relative to global equities. When investing in themes, a bottom-up and collaborative 
research approach is critical to identify those companies which provide the best exposure to these themes through 
time. Diversification and portfolio construction are of equal importance to run a multi theme approach effectively. 
Combining themes with varying risk profiles provides the potential to deliver smoother and superior risk-adjusted 
returns for investors. Similarly, flexibly allocating between themes can add value and protect capital. 


Building on this philosophy, the investment approach of the FF - Global Thematic Opportunities Fund has the 
following core principles: 


• Attractive long-term growth themes: Provide exposure to companies who may benefit from structural 
and/or secular (i.e. long term and not cyclical) changes in economic and social factors, such as disruptive 
technologies, demographics and climate change. 


• Populating themes with Fidelity’s bottom-up research approach: Each theme is populated with 
Fidelity’s bottom-up research approach where the focus is on building a true understanding of and 
capturing the interrelatedness of themes. 


• Multiple levels of accountability and added value: Investors in the fund benefit from high quality 
research at the stock and top-level, delivering true insights and capturing Fidelity’s cross-sector know-how. 


• Diversification: We aim for a well-diversified balance of themes to meet top-level risk and return 
parameters in terms of growth, correlation and manager investment approach. 







  


 


3 
Q&A: Fidelity Funds — Global Thematic Opportunities Fund  
This document is for intermediaries' internal use only and not for external distribution. This document is for informational 
purposes only. Please refer to the Fidelity Funds Shareholder Letter dated 16 November 2020 (the “Letter”) for details.  In case 
of discrepancies between the Letter and this document, the Letter shall prevail. 


 


 


• Flexibility: We aim to add value for investors by allocating between themes on the basis of valuations and 
technicals. Varying sector, style and regional behaviour over time creates opportunities to for us mitigate 
risks and enhance returns over time. Our investment approach draws on the best resources from across 
Fidelity for thematic insights and implementation. 
 


5. Will the fund’s risk profile change? 


No - the fund’s risk profile expected to remain in the SRRI 6 category. 
 


6. Will the fund’s benchmark change? 


Yes - the benchmark / index will change from MSCI World (N) to MSCI All Country World (N) after the repurpose. 
The MSCI All Country World (N) is more reflective of the broad investment universe of thematic strategies we will 
invest in.  
 


7. Will there be Portfolio Manager changes? 


No - there will be no change to the portfolio management team. Nick Peters will continue to be Lead Portfolio 
Manager and Ayesha Akbar will continue to be Co-Portfolio Manager. Both Nick and Ayesha have substantial 
experience in selecting and combining equity managers and will be applying their deep experience to this thematic 
approach. Nick and Ayesha will work closely with Fidelity’s global equity research team and underlying portfolio 
managers, who will manage specific thematic strategies. 
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8. What is the fund’s old and new investment objectives?  


From: 


Fidelity Funds — International Fund 


To: 


Fidelity Funds — Global Thematic Opportunities Fund 
 


 
Investment Objective 


 
The fund invests principally in equities in markets 
throughout the world including major markets and smaller 
emerging markets. 


 


 


The fund aims to achieve long-term capital growth from a 
portfolio primarily made up of equity securities of companies 
throughout the world including emerging markets.  
The fund aims to invest in multiple long-term market themes 
by investing in securities that may benefit from structural 
and/or secular (i.e. long term and not cyclical) changes in 
economic and social factors, such as disruptive technologies, 
demographics and climate change. Secular changes 
generally last for ten years or more and can lead to structural 
changes. Disruptive technologies are innovations that 
meaningfully change consumer, industry or company 
behavior. Demographic trends are long-term dynamics 
including those related to ageing population (including 
companies relating to healthcare and retirement 
consumption), growth of the middle class (companies 
exposed to increased consumption, increasing financial 
services and urbanization), and population growth (including 
companies exposed to scarcity of resources and need for 
improving productivity and automation). The Investment 
Manager has the discretion on the choice of themes the fund 
invests in.  
The fund is actively managed and references the MSCI ACWI 
Index for performance comparison only.  
The Investment Manager may invest in any country and in 
any currency and is not restricted in its choice of companies 
either by size or industry. 
The fund may invest its net assets directly in China A and B 
Shares. 
The fund may also seek exposure of up to 20% of its net 
assets to closed-ended real estate investment trusts (REITs). 


 
Investment Objective (notes) 


 


Reference Ccy: USD 
 


Reference Ccy: USD 


As the fund may invest globally, it may invest across 
different countries and regions. It is unconstrained in the 
amount it may invest in any single country or region. 


The dividend or payout policy of the underlying closed-
ended REITs is not representative of the dividend or payout 
policy of this fund.  


The fund can directly invest in China A Shares through the 
QFII status of FIL Investment Management (Hong Kong) 
Limited or through any permissible means available to the 
fund under prevailing laws and regulations (including 
through the Stock Connect or any other eligible means). 


The fund will invest less than 30% of its net assets directly 
and/or indirectly in onshore China A and B Shares on an 
aggregated basis. 
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9. What are the old and new risk factors? 


From: 


Fidelity Funds — International Fund 


To: 


Fidelity Funds — Global Thematic Opportunities Fund 
 


 
Risk Factors 


 


Equities; Emerging Markets; Derivatives/Counterparty 
General Risk; Short Positions; Active Currency; Specific 
Derivative Instruments; Securities Lending. 


Equities; Real Estate Related (including Real Estate 
Investment Trusts (“REITs”)); Sector Concentration / 
Thematic Focus; Emerging Markets; Eurozone Risk; 
General China Related Risk (including “Chinese Renminbi 
Currency and Conversion Risks”, “China Assets”, “QFII”, 
“Stock Connect”, “Mainland China Tax Risk” and “Risks 
associated with the Small and Medium Enterprise (“SME”) 
board, ChiNext market and/or the Science and Technology 
Innovation Board (“STAR Board”)”); Risk of Thematic-
based Investment Strategy; Derivatives/Counterparty 
General Risk; Short Positions; Active Currency; Specific 
Derivative Instruments; Securities Lending.  


  


10. How will the newly repurposed strategy compare to the old fund? 


 FF - International Fund FF - Global Thematic Opportunities 
Fund 


Investment Objective The fund invests principally in equities 
in markets throughout the world 
including major markets and smaller 
emerging markets. 


The fund aims to achieve long-term 
capital growth from a portfolio primarily 
made up of equity securities of 
companies throughout the world 
including emerging markets.  The fund 
aims to invest in multiple long-term 
market themes by investing in securities 
that may benefit from structural and/or 
secular (i.e. long term and not cyclical) 
changes in economic and social factors, 
such as disruptive technologies, 
demographics, and climate changes. 


Launch Date / Intended Repurpose 
Date  


31 December 1991 10 March 2021 


Investment Universe • Best of Fidelity’s regional strategies 
• Developed world equities 


• Best of Fidelity’s thematic 
strategies 


• Developed and emerging world 
equities 


Benchmark / Index Benchmark: MSCI World (N) Index: MSCI All Country World (N) 


Risk Profile SRRI 6 Expected to remain at SRRI 6 


Number of Holdings 1000+ 300-400 


Investment Style Blend Growth 


Building Blocks Best of Fidelity’s active regional equity 
strategies 


Best of Fidelity’s active thematic equity 
strategies 


Portfolio Managers Nick Peters, Ayesha Akbar No change 


Management Style Active No change 


Base Currency USD No change 
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1. Which share classes will be available? 


Share classes for the fund are shown below:


o Fidelity Funds — Global Thematic Opportunities Fund A-ACC-USD [LU0251132253] 


o Fidelity Funds — Global Thematic Opportunities Fund A-EUR [LU0069451390] 


o Fidelity Funds — Global Thematic Opportunities Fund A-USD [LU0048584097] 


o Fidelity Funds — Global Thematic Opportunities Fund Y-ACC-USD [LU0370789132] 


o Fidelity Funds — Global Thematic Opportunities Fund A-ACC-HKD [New Share Class - 14 April 2021] 


o Fidelity Funds — Global Thematic Opportunities Fund I-ACC-USD [New Share Class - 14 April 2021] 


 


 


 





		Key messages:

		Questions and answers:
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This document is for intermediaries' internal use only and not for external distribution. 
 


Q&A: Fidelity Funds — Sustainable Asia Equity 
Fund  


November 2020 


 


Key messages:  


• With effect from 24 February 2021: 


• The fund’s name is being changed from Fidelity Funds — Asia Focus Fund to Fidelity 
Funds — Sustainable Asia Equity Fund. 


• The fund will apply exclusions, proprietary ESG ratings thresholds and an enhanced 
engagement framework going forward.  
 


• The fund will continue to be managed by Dhananjay Phadnis, but when the fund is repurposed, we will also 
be adding an Assistant Portfolio Manager, Flora Wang, who is an ESG Specialist.  


 
• There will no change in base currency or to the level of fees currently paid by investors.  
 
• There will be no change to the underlying fundamental investment approach, but we will see further 


enhancements to the sustainable and engagement segment of the process.  
 
• This is a repurpose of a strategy with strong performance metrics and is not about repurposing a defunct 


strategy into an ESG product  
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Questions and answers:  


1. What is happening? 


The name of the Fidelity Funds — Asia Focus Fund is changing to the Fidelity Funds — Sustainable Asia Equity 
Fund, along with a change to the wording of the fund’s investment objective. As a result, there will be a deeper 
enhancement and more comprehensive engagement across E, S and G factors. The fundamental investment 
approach will remain the same. To further enhance our engagement capabilities, we will be appointing Flora Wang, 
Director, Sustainable Investing in our ESG team, as an Assistant Portfolio Manager for this strategy from 24 
February 2021. 


The Fidelity Funds - Sustainable Asia Equity Fund will have the following ESG targets and exclusions:  


• A minimum 70% of the fund will be invested in equity securities that maintain high sustainable 
characteristics. Sustainable characteristics may include, but are not limited to, effective governance 
and superior management of environmental and social issues ('ESG’).  


• The fund will adhere to a principles-based framework which sets out the basis upon which certain 
issuers may be excluded from their investment universe. The framework incorporates both norms-
based screening and negative screening of certain sectors, companies or practices based on specific 
ESG criteria to be determined from time to time. Sector exclusions include defence & weapons (such 
as cluster munitions, landmines, semi-automatic firearms and controversial weapons), adult 
entertainment, companies violating UN Global Compact, tobacco, thermal coal miners, thermal utilities 
and crude palm oil producers.  


• The fund will aim to have a lower carbon footprint compared to that of the broader market.  
• The fund may also invest in issuers which demonstrate improving sustainable characteristics.  
• The fund will assess its underlying holdings for attainment of relevant Sustainable Development Goals. 


 


2. When is it happening? 


Effective on the 24 February 2021, Fidelity Funds — Asia Focus Fund will be repurposed to Fidelity Funds — 
Sustainable Asia Equity Fund.  


On 16 November 2020, shareholders in the Fidelity Funds — Asia Focus Fund will be notified of the fund changes. 
The Shareholder Notice will also be published on Fidelity’s local websites. The Shareholder Notice will contain the 
pertinent details in respect of the fund changes and may refer investors to the Fidelity Funds Prospectus for further 
details as required.  


 


3. What changes will be made to the portfolio? 


Sustainability has always been a key consideration in Dhananjay’s investment process.  As such, we expect that 
there will be limited changes made to the portfolio as a result of the repurpose. Any changes made will be a result 
of ongoing business as usual portfolio management (fundamental analysis, valuations, worsening sustainable 
criteria, etc). 


 


4. Why is the Fidelity Funds — Asia Focus Fund being repurposed? 


Sustainable investing is increasingly a priority for Fidelity, both in principle as well as from a business point of view. 
With a new proprietary ESG rating and strong engagement capabilities, we believe we have a competitive edge, 
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especially in Asia, where we have a significant head start. Therefore, we wanted to formally recognise this in the 
prospectus and investment objectives, as well as add an enhanced exclusion list.  


The team believes that investment in companies with superior sustainable credentials will lead to better outcomes 
for investors over time. Since Portfolio Manager Dhananjay Phadnis has always focused on corporate governance 
and sustainable investing, and hence this enhancement was a natural progression for him. The investment process 
will not change, but there will be deeper and more comprehensive enhancement in looking at sustainability within 
the investment process, such as deeper levels of engagement and a greater focus on Sustainable Development 
Goals of the underlying holdings. The addition of Flora Wang, currently Director, Sustainable Investing in our ESG 
team, as Assistant PM is an illustration of our commitment to this.  


In addition to the above, upon review of the client base of FF Asia Focus Fund, we feel that the majority of existing 
clients will be in support of this change as many have sustainable requirements.  


It makes sense to re-purpose the existing fund rather than launch a new one given that the fund is already aligned 
to a sustainable framework and will also benefit from its larger scale in terms of AUM. The re-purposed fund should 
also meet the sustainable criteria of a wider potential client base.   


The fund will continue to aim for delivery of outperformance versus the benchmark along with adhering to higher 
standards of sustainable investing. 


 


5. What is the investment approach of the new strategy? 


The fundamental investment approach of Fidelity Funds - Sustainable Asia Equity Fund will be same as that of FF 
Asia Focus Fund, but with an ongoing enhancement on sustainable criteria and engagement. Dhananjay will 
continue to adopt a primarily bottom-up investment approach, making use of Fidelity’s extensive global research 
expertise to identify growth opportunities he believes are mispriced or unrecognised in the market. Flora Wang will 
work alongside Dhananjay to further enhance our engagement with companies on sustainable criteria.   


 


Source: Fidelity International, 30 September 2020. *Sub-categories include biological, chemical, incendiary weapons, depleted uranium, non-detectable fragment, 
blinding lasers, cluster munitions, landmines, and nuclear weapons as well as semi-automatic firearms producers and retailers. 
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Please see question 16 and fund presentation for more information on the investment approach and portfolio 
construction. 


 


6. Will the fund’s risk profile change? 


No - the fund’s risk profile will remain unchanged.  It is expected to remain as SRRI 6. 


 


7. Will the fund’s benchmark change? 


No - the fund’s benchmark will remain as MSCI AC Asia ex Japan Index (Net). 


 


8. Will there be Portfolio Manager changes? 


Dhananjay Phadnis will remain lead portfolio manager, but we are adding Flora Wang, our current Director of 
Engagement, as an Associate Portfolio Manager for this strategy. Flora will act as a dedicated ESG specialist for a 
deeper integration of sustainability into Dhananjay’s investment process.  


Dhananjay Phadnis - Lead Portfolio Manager Dhananjay Phadnis has over 19 years of investment experience in 
Asia. He joined Fidelity’s India office in 2004 as an investment analyst and was later transferred to Hong Kong. 
Between 2004 and 2009, he covered telecommunications, consumer discretionary, industrials and materials 
sectors from India and Hong Kong. He was also a sector leader for the cyclicals team and subsequently for the 
telecoms and utilities team in the region. Dhananjay started managing the Fidelity Funds - Indonesia Fund in 2008. 
He was promoted to Director of Research in 2009 and became a Portfolio Manager in 2011.  


Before joining Fidelity, Dhananjay worked as an Equity Research Associate at JP Morgan India between 2001 and 
2004.  


Dhananjay holds a Bachelor of Commerce degree from Pune University in India and a post graduate diploma in 
Management (Finance MBA equivalent) from Indian Institute of Management, Bangalore. He is also a Chartered 
Accountant and a CFA Charterholder.  


Flora Wang - Associate Portfolio Manager   


Flora Wang is Director, Sustainable Investing for Fidelity International. Based in Hong Kong, she leads Fidelity 
International’s engagement efforts with investee companies in Greater China on ESG issues.  Flora also works with 
portfolio managers and analysts to conduct ESG analysis on these companies to enhance decision making. 


Before joining Fidelity, Flora was in BlackRock as head of Investment Stewardship for the Greater China markets. 
Prior to BlackRock, she held the role of Head of China and Taiwan Research at Institutional Shareholder Services.  


Flora holds a Master of Science in Finance from the Lee Kong Chain School of Business at Singapore 
Management University and a Bachelor of Art in Economics from Tsinghua University. She is also a CFA charter 
holder. 
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9. What is Flora’s role? 


When the fund is repurposed, Flora will become Assistant Portfolio Manager.  Flora is a highly experienced 
Sustainable investing practitioner and will act as a dedicated ESG specialist for the strategy.   Her focus will be on 
company engagement and analysis of ESG factors.  She will not have dealing authority. 


 


10. What is the fund’s old and new investment objectives?  


From: 


Fidelity Funds — Asia Focus Fund 


To: 


Fidelity Funds — Sustainable Asia Equity Fund 
 


 
Investment Objective 


 
The fund invests principally in equity securities 
quoted on stock exchanges in Asia excluding Japan. 
This region includes certain countries considered to 
be emerging markets. The fund may invest its net 
assets directly in China A and B Shares. 
 
 


The fund aims to achieve long-term capital growth from a 
portfolio primarily made up of equity securities issued by 
companies that are listed in, incorporated or have their domicile 
in, or exercise a majority of their activity in Asia excluding Japan. 
 
The fund adopts a best-in-class strategy under which a minimum 
of 70% of the fund’s net assets will be invested in securities 
which are deemed to maintain sustainable characteristics. 
Sustainable characteristics may include but are not limited to 
effective governance and superior management of 
environmental and social issues (‘ESG’), and an issuer is 
deemed to maintain this, if it has an ESG rating which is above 
the minimum ESG rating threshold determined by the Investment 
Manager from time to time. The Investment Manager will 
determine the minimum ESG rating threshold and assess the 
ratings of securities and their issuers based on quantitative and 
qualitative assessments of their sustainability characteristics.  
 
“Quantitative assessments” will be by reference to ESG ratings 
from external providers including but not limited to MSCI, or an 
internal rating assigned by the Investment Manager using 
primarily Fidelity Sustainability Ratings, relevant data in third-
party certificates or labels, assessment reports on carbon 
footprints, and percentage of revenue or profits of the issuers 
generated from ESG-relevant activities. Fidelity Sustainability 
Ratings is a proprietary rating system created by Fidelity’s 
research analysts which scores issuers on an A-E scale and 
trajectory forecast based on fundamental bottom-up research 
and materiality assessment using criteria specific to the industry 
of each company. 
 
“Qualitative assessments” will be by reference to case studies, 
environmental, social and governance impacts associated with 
the issuers, product safety documents, customer reviews, 
company visits or data from proprietary models and local 
intelligence.  
 
ESG ratings and associated ESG data, including Fidelity 
Sustainability Ratings, are part of a centralised research platform 
operated by the Investment Manager. The provision and source 
of ESG data is reviewed on a regular basis to ensure its 
continuing suitability, adequacy and effectiveness for the 
assessment of sustainability characteristics.  
 
Assessment factors and minimum ratings thresholds may 
change over time or vary in importance depending on the sector 
or industry an issuer operates in. 
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The fund adheres to a principles-based exclusion framework 
which sets out the basis upon which certain issuers are excluded 
from the permissible investment universe. The framework 
incorporates both norms-based screening and negative 
screening of certain sectors, companies or practices based on 
specific ESG criteria to be determined by the Investment 
Manager from time to time. The norms-based screening includes 
issuers which fail to behave in a way which meets their 
fundamental responsibilities in the areas of human rights, labour, 
environment and anti-corruption as set out by the Ten Principles 
of the United Nations Global Compact. The negative screening 
includes issuers within certain single product categories or 
industries which are fundamentally unsustainable or are 
associated with significant risks or liabilities from societal, 
environmental or health related harm. As an illustrative example, 
manufacturers of controversial weapons (e.g. land mines, 
nuclear weapons) are excluded from the investment universe of 
the fund under this framework. The current exclusion criteria may 
be updated from time to time. To apply this exclusion, the 
Investment Manager may use data provided by internal research 
teams as well as various external ESG data, tools and research 
providers. 
 
The largest ten securities held in the fund’s portfolio may account 
for 50% or more of the fund’s Net Asset Value, resulting in a 
reasonably concentrated portfolio.  
 
The fund may invest its net assets directly in China A and B 
Shares. 
 
The fund is actively managed. The Investment Manager will, for 
the purposes of monitoring risk, reference MSCI AC Asia ex 
Japan Index (the “Index”) as the Index constituents are 
representative of the type of companies the fund invests in. The 
fund’s performance can be assessed against its Index.  
 
The Investment Manager has a wide range of discretion relative 
to the Index. While the fund will hold assets that are components 
of the Index, it may also invest in companies, countries or 
sectors that are not included in, and that have different 
weightings from, the Index in order to take advantage of 
investment opportunities. It is expected that over long time 
periods, the fund’s performance will differ from the Index. 
However, over short time periods, the fund’s performance may 
be close to the Index, depending on market conditions.  
 
The fund may also invest in issuers which demonstrate 
improving sustainable characteristics. 
 


 
Investment Objective (notes) 


 
Reference Ccy: USD 
 
The fund invests in Asia excluding Japan and may 
invest in different countries in this region. It is 
unconstrained in the amount that it may invest in any 
country in this region. 
 
The fund can directly invest in China A Shares 
through the QFII quota of FIL Investment 
Management (Hong Kong) Limited and/or through 
any permissible means available to the fund under 
prevailing laws and regulations (including through the 


Reference Ccy: USD 
 
The fund invests in Asia excluding Japan and may invest in 
different countries in this region, which may include emerging 
markets such as Vietnam and Sri Lanka. It is unconstrained in 
the amount that it may invest in any country in this region. 
 
The fund can directly invest in China A Shares through the QFII 
status of FIL Investment Management (Hong Kong) Limited 
and/or through any permissible means available to the fund 
under prevailing laws and regulations (including through the 
Stock Connect or any other eligible means). 
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Stock Connect or any other eligible means). 
 
The fund may invest up to 10% of its net assets 
directly in China A and B Shares (with aggregate 
exposure including direct and indirect investments 
being less than 30% of its assets). 


 
The fund will invest less than 30% of its net assets directly and/or 
indirectly in onshore China A and B Shares on an aggregated 
basis. 
 


 


 


11. What are the old and new risk factors? 


From: 


Fidelity Funds — Asia Focus Fund 


To: 


Fidelity Funds — Sustainable Asia Equity Fund 
 


 
Risk Factors 


 
Equities; Emerging Markets; General China Related Risk; 
Derivatives/Counterparty General Risk; Short Positions; 
Active Currency; Specific Derivative Instruments; Securities 
Lending  


Equities; Stock/Issuer Concentration; Emerging Markets; 
General China Related Risk (including “Chinese Renminbi 
Currency and Conversion Risks”, “China Assets”, “QFII”, 
“Stock Connect”, “Mainland China Tax Risk” and “Risks 
associated with the Small and Medium Enterprise (“SME”) 
board, ChiNext market and/or the Science and Technology 
Innovation Board (“STAR Board”)”); 
Derivatives/Counterparty General Risk; Short Positions; 
Active Currency; Specific Derivative Instruments; Securities 
Lending; Sustainable Investing. 
 


  


 


12. How will the newly repurposed strategy compare to the old fund? 


 FF Asia Focus Fund 
 


FF Sustainable Asia Equity Fund 


Portfolio manager Dhananjay Phadnis Phananjay Phadnis, Flora Wang (APM) 
Investment style Bottom up stock selection with focus on 


quality, GARP 
Same, but Enhanced with deeper 
sustainable integration 


Objective •Investing in Asia ex Japan equities 
  


•Investing in Asia ex Japan equities 
•Minimum 70% in high rated ESG stocks 
•Closer integration with ESG ratings 
•ESG exclusion list 


ESG Engagement Focus on “G”, with consideration for “E” 
and “S” 


Deeper & more comprehensive 
engagement across E, S and G. 


Exclusions Firm-wide exclusions More specific exclusions including 
Controversial weapons, semiautomatic 
firearms, companies violating UN Global 
Compact, tobacco, thermal coal miners, 
crude palm oil producers and thermal 
utilities 


Resources PM + ESG specialists + Research team PMs + Engagement specialists + 
Research team + Flora Wang (APM) 


Comparative Index MSCI AC Asia ex Japan (N) Index No change 
Investment 
guidelines 


No of holdings: 60 - 80 holdings 
Max stock weight: +/- 5% vs index 
Max sector/country weight: +/- 5% vs 
index 


No change 
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Fund 
characteristics 


Active money: 60% – 90% 
Turnover: 20% - 60% 
Tracking error: 2% - 4% 


No change 


SRRI 6 Expected to remain as 6 
 


 


13. Which share classes will be available? 


No new share classes.   Share classes for the fund are shown below: 


o Fidelity Funds — Sustainable Asia Equity Fund A-ACC-EUR [LU0261946445] 


o Fidelity Funds — Sustainable Asia Equity Fund A-ACC-USD [LU0261947096] 


o Fidelity Funds — Sustainable Asia Equity Fund A-EUR [LU0069452877] 


o Fidelity Funds — Sustainable Asia Equity Fund A-USD [LU0048597586] 


o Fidelity Funds — Sustainable Asia Equity Fund C-USD [LU0324710481] 


o Fidelity Funds — Sustainable Asia Equity Fund Y-ACC-USD [LU0318941159] 


 


14. Is there any change to fees? 


No - there are no change to fees.  


 Class 
A 


Class 
C 


Class 
Y 


AMC 1.50% 1.50% 0.80% 
OCF 1.93% 2.93% 1.08% 
 


15. What is the AUM of the fund? 


US$2,775mn as at 30 September 2020.   
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16. What is the investment approach of the new strategy in more detail? 


The fundamental investment approach of Fidelity Funds - Sustainable Asia Equity Fund will be same as that of FF 
Asia Focus Fund, but with an ongoing enhancement on sustainable criteria and engagement. Dhananjay will 
continue to adopt a primarily bottom-up investment approach, making use of Fidelity’s extensive global research 
expertise to identify growth opportunities he believes are mispriced or unrecognised in the market. Flora Wang will 
work alongside Dhananjay to further enhance our engagement with companies on sustainable criteria.   


 


Source: Fidelity International, 30 September 2020. *Sub-categories include biological, chemical, incendiary weapons, depleted uranium, non-detectable fragment, 
blinding lasers, cluster munitions, landmines, and nuclear weapons as well as semi-automatic firearms producers and retailers. 


Hard negative screen: The fund will have a list of exclusions and focus on sustainable leaders and companies 
with low carbon activities in the region it invests in. These exclusions are at three levels  


• Firm-wide exclusion: Fidelity is aware of all global legislation in relation to responsible investments and 
specifically in relation to our investment in companies involved in the production and/or distribution of cluster 
munitions and landmines (“Cluster Munitions Companies”) and endeavours to comply with all relevant 
requirements.  


• Sustainable Family exclusions: In addition to the above exclusions, Fidelity’s Sustainable family of funds 
also excludes companies involved in controversial weapons (nuclear weapons, biological weapons, blinding laser), 
semi-automatic weapons, companies violating UN Global Compact and tobacco producers.  


• Fund level exclusions: in addition to the above exclusions, the fund will exclude from its investment 
universe thermal coal miners, thermal utilities and crude palm oil producers  


The investment discipline is designed to create a structured and repeatable process aiming to identify and invest in 
60-80 high-quality liquid stocks with the potential to deliver strong returns. The Portfolio Manager focuses on 
stocks with strong medium-term growth prospectus, but which are trading below their intrinsic value.  
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The fund has a four-stage investment process covering:  


• Idea Generation  


• Investment decision  


• Portfolio Construction and Position sizing  


• Portfolio Monitoring & Oversight  


Idea Generation  


Idea generation is bottom-up, using first-hand company research to evaluate potential investments.   


Stock ideas come from wide-ranging dialogue with as many analysts and colleagues as possible. The Portfolio 
Manager then uses the most interesting and/or best ideas in the fund.  


The Portfolio Manager uses his own extensive experience in the region and also draws on the expertise of the 
company’s global research network, making extensive use of Fidelity’s strong in-house team of equity research 
analysts and portfolio managers across six offices on the ground in Asia Pacific ex Japan. The Portfolio Manager 
and analysts meet on a regular basis to discuss stock ideas and hold sector reviews to discuss prominent stocks 
and recommendations.  


At a macro level, as part of the fund’s risk management approach, the Portfolio Manager will pay close attention to 
the political and macro-economic landscape of a country.  


Investment decision  


Following the idea generation phase, the research process is further augmented. Selected stocks are appraised 
using in-depth fundamental quantitative and qualitative analysis in partnership with the relevant analyst. A 
business needs to tick three boxes to be eligible for investment:   


• Focus on sustainability – Right from the due diligence stage, the focus is on understanding key ESG 
issues for industry and company from 3rd party research providers and the company’s internal reports. A positive 
engagement approach is adopted to discuss ESG issues with the management of the companies we invest, or 
consider investing in. The information gathered during these meetings are used to form investment decisions as 
well as to encourage the company’s management to improve procedures and policies. The focus is on companies 
with strong sustainability characteristics, potential for improvement in ESG characteristics, prospects for 
constructive engagement and those where we see management’s incentives aligned with the interests of minority 
shareholders.  


• Compounder or “moat” stock - Firstly a detailed fundamental analysis is carried out to identify 
compounders or businesses with strong moats that have sustainable growth prospects. Cross-country 
comparisons are used to understand stages of industries/companies and comparable multiples. Emphasis is on 
developing a thorough understanding of the demand/supply balance within industries, analysing the entry barriers 
and determining the potential winners from technological disruptions in order to assess the sustainability of a firm's 
competitive advantage.   


• Favourable valuation - Once a company fulfils the first two aspects - i.e., it is, or can be, a compounder 
and it has high corporate governance practices and strong management quality, Dhananjay would consider 
whether its valuation is attractive. In particular, he would favour stocks with a valuation that is disconnected from 
medium- to long-term fundamentals, owing to short-term market concerns or due to the market’s unwillingness to 
take a longer-term view. He also prefers high-quality cyclical stocks at trough valuations where fundamentals are 
beginning to improve.  
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Portfolio Construction and Position sizing  


The primary driver of portfolio construction is stock selection, where companies with high quality businesses (in 
terms of business models and cash-flows) are preferred as they tend to offer better risk-adjusted upside and 
greater liquidity. The final portfolio will comprise 60-80 high-quality liquid names. Position sizes are determined 
based on the Portfolio Manager’s conviction, as well as the stocks’ correlation and liquidity. Active weights are 
generally +/-5% versus the fund’s comparative market index.  


The resulting asset allocation of the portfolio, in terms of sector and market cap size of holdings, is a result of 
bottom-up stock selection. Although the Portfolio Manager may invest across the market capitalisation spectrum, 
the fund is likely to have a bias towards large- and medium-size companies, as they typically have management 
teams with proven capabilities and track records. Active sector and country weights are typically +/-10% versus the 
comparative market index. In addition, Dhananjay also monitors the funds theme-based exposure, such as 
exposure to automation, ecommerce, logistics, demographics, health care, etc., as well as macro factor exposures 
in the portfolio.  


Portfolio Monitoring and Oversight  


At the portfolio level, the Portfolio Manager assesses intra-stock correlations and focuses on calibrating position 
sizes in order to avoid unintended or concentration risks.  The Portfolio Manager uses the FactSet portfolio 
analytics system (based on the Barra risk models) which provides access to portfolio risk analysis on a daily 
basis.   


The Portfolio Manager participates in a Quarterly Fund Review (QFR) chaired by the relevant Head of Equities, 
which is also attended by a member of the Portfolio Construction and Risk Team.  This review covers portfolio 
construction, ESG characteristics of the portfolio and individual companies, liquidity, positions, trading activity, 
characteristics, style and risk in considerable detail.  


The risk management processes described above are further bolstered by independent risk oversight checks and 
controls. These include daily monitoring of portfolio guidelines and constraints (considering regulatory 
requirements) by the Compliance function, and monthly Investment Risk Oversight Committee (IROC) evaluations 
of portfolio risk exposures and their alignment with expectations.  
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This document is for intermediaries' internal use only and not for external distribution. 
 


Q&A: Fidelity Funds — Sustainable Japan Equity Fund  
November 2020 


 


Key messages:  


• With effect from 3 March 2021: 


• The fund’s name is being changed from Fidelity Funds — Japan Fund to Fidelity Funds — 
Sustainable Japan Equity Fund. 


• The fund’s investment objective is being updated.  


• The fund will apply exclusions, proprietary ESG ratings and an engagement framework going forward. 
 


• The fund will be managed by Hokeun Chung as Lead Portfolio Manager, and Tomohiro Ikawa, Cenk Simsek 
and Eddie Tajima as Assistant Portfolio Managers. 
 


• There will no change in base currency or to the level of fees currently paid by investors. 
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Questions and answers:  


1. What is happening? 


The Fidelity Funds — Japan Fund is being repurposed to become part of Fidelity International’s ‘Sustainable 
Family’ of Funds and will be re-named Fidelity Funds — Sustainable Japan Equity Fund. 


The Fidelity Funds — Sustainable Japan Equity Fund will have the following formal ESG targets and exclusions: 


 A minimum 70% of the fund will be invested in equity securities that maintain sustainable characteristics. 
Sustainable characteristics may include, but are not limited to, effective governance and superior 
management of environmental and social issues ('ESG’). 


 The fund will adhere to a principles-based framework which sets out the basis upon which certain issuers 
may be excluded from their investment universe.  


 The framework incorporates both norms-based screening and negative screening of certain sectors, 
companies or practices based on specific ESG criteria to be determined from time to time. Exclusions 
include controversial weapons, tobacco, semi-automatic weapons and companies violating the UN Global 
Compact. 


 The fund will aim to have a lower carbon footprint compared to that of the broader market. 
 The fund may also invest in issuers which demonstrate improving sustainable characteristics. 


 


2. When is it happening? 


Effective on 3 March 2021 Fidelity Funds — Japan Fund will be repurposed to Fidelity Funds — Sustainable Japan 
Equity Fund. 


On 16 November 2020 shareholders in the Fidelity Funds — Japan Fund will be notified of the fund changes. The 
Shareholder Notice will also be published on Fidelity’s local websites. The Shareholder Notice will contain the 
pertinent details in respect of the fund changes and may refer investors to the Fidelity Funds Prospectus for further 
details as required. 


 


3. Why is the Fidelity Funds —Japan Fund being repurposed? 


As we are seeing across Fidelity, the Japanese equity investment team is also strengthening the integration of 
ESG factors into their decision-making process and in the management of their portfolios. This has been helped 
substantially in the last couple of years through the expansion of the Tokyo-based Sustainable Investing team and 
the development of Fidelity’s proprietary ESG ratings, which cover a more diverse cross section of the Japanese 
equity investment universe than the external ratings agencies. 


The team believes that investment in companies with superior ESG credentials will lead to better outcomes for 
investors over time. Whilst the portfolio managers look for sustainable characteristics for the holdings in all of their 
mandates, the Fidelity Funds — Sustainable Japan Equity Fund will have specific ESG criteria and exclusions as 
detailed in Q1 above. 


 


4. What is the investment approach of the new strategy? 


The Fidelity Funds — Sustainable Japan investment team adopts a bottom-up investment approach, making use of 
Fidelity’s extensive local and global research expertise to identify best-in-class ESG companies with sustainable 
growth potential that are among the highest rated by our proprietary fundamental and ESG ratings.  







  


 


3 
Q&A: Fidelity Funds — Sustainable Japan Equity Fund  
This document is for intermediaries' internal use only and not for external distribution. This document is for informational 
purposes only. Please refer to the Fidelity Funds Shareholder Letter dated 16 November 2020 (the “Letter”) for details.  In case 
of discrepancies between the Letter and this document, the Letter shall prevail. 


 


We believe the extent and range of Fidelity’s proprietary research is one of our greatest competitive advantages. 
Consistently adding value through stock selection requires a highly skilled, diligent and passionate investment team 
with the skills and resources to conduct high quality, differentiated research. For this reason, Fidelity has developed 
one of the industry’s largest global research operations, covering a large proportion of the Japanese equity 
universe by market cap. The team develops truly differentiated investment insight through their bottom up analysis, 
extensive relationships with company management and collaboration across geographies and asset classes. 


Our dedicated analysts can provide insight at both an industry and regional level while drilling down into the detail 
of a company to fully understand the business and help identify attractive opportunities to invest in stocks that have 
good growth potential but have been overlooked or undervalued by the market. This can especially add value in the 
mid/small cap market where many companies are under-researched by both the buy and the sell side. 


ESG integration is carried out at analyst level within the Japanese equity research and sustainable investing teams. 
Portfolio managers are also active in analysing the effects of these factors when making investment decisions, 
monitoring the ESG profile and carbon footprint of the portfolio, and participating in engagement with companies on 
ESG issues. ESG rating coverage by external agencies is less comprehensive for mid and small caps, and we 
utilise Fidelity’s proprietary ratings to achieve broader ESG coverage of the investment universe. 


Fidelity’s approach to integrating ESG factors into our investment analysis includes the following activities:  


 In-depth research, 
 Company engagement, 
 Active ownership, 
 Collaboration within the investment industry. 


Although our investment analysts have overall responsibility for analysing the environmental, social and 
governance performance of the companies in which we invest, we also have dedicated ESG specialists. These 
individuals work closely with the business and investment management teams globally across all asset classes to 
assist in integrating ESG into the analysis and decision making. The team is also responsible for consolidating our 
approach to stewardship and implementing our proxy voting guidelines.  


Our investment approach involves bottom-up research. As well as studying financial results, our portfolio managers 
and analysts carry out additional qualitative analysis of potential investments. They examine the business, 
customers and suppliers and may often visit the companies in person to develop a view of every company in which 
we invest and ESG factors are embedded in this research process. 


Examples of ESG factors that our investment teams may consider as part of their company and industry analysis 
include: 


 Changes to regulation (e.g. greenhouse gas emissions restrictions, governance codes) 
 Physical threats (e.g. extreme weather, climate change, water shortages) 
 Cost implications (e.g. arctic mining, product recalls, fines) 
 Brand and reputational issues (e.g. poor health and safety record, weak labour practices, cyber security 


issues) 
 Supply chain management (e.g. labour and human rights, compliance with the provisions of the Modern 


Slavery Act) 
 Gaining access to raw materials (e.g. security of oil supply, conflict minerals, bribery & corruption) 
 Product evolution (e.g. low energy products, renewable energy) 
 Shareholder rights (e.g. election of directors, capital amendments) 
 Corporate governance (e.g. Board structure, executive remuneration) 
 Environmental performance data of buildings (e.g. energy & water consumption, greenhouse gas 


emissions and waste) 
 Work practises (e.g. labour relations, fatalities, lost time injury rates) 
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The materiality and relevance of ESG risks can vary by sector, company and geography.  


Corporate governance factors such as board composition, executive remuneration and the protection of minority 
shareholders etc. are typical issues that companies face internationally and are therefore not sector specific. 
However, we will take account of the circumstances of the investee company concerned and of prevailing local 
market best practice. Environmental and social issues are often more sector specific. For instance, a mining 
company is likely to face material risks to its licence to operate because of its approach to community relations and 
consultations, and its health and safety management. However, such environmental and social risks would be less 
material for the banking sector, where safeguards on security of customer data would be a much greater 
consideration. 


In terms of portfolio construction, the team will follow a disciplined investment approach, drawing on Fidelity’s 
research platform in terms of both ESG and fundamental ratings. As such, there will be a strong correlation 
between our best proprietary research ideas and portfolio exposures, with a focus on quality companies with high 
sustainable growth potential. 


Individual stock weights will be determined by our proprietary ESG and fundamental ratings, with the largest 
positions taken in companies at the upper end of the scale. To ensure that the portfolio is focused on best-in-class 
companies, only those that are ≥ B on Fidelity’s ESG ratings (on a scale of A to E) and ≥ 3 on Fidelity’s 
fundamental ratings (on a scale of 1 to 5) will be considered. The portfolio will also be monitored against MSCI 
ratings to ensure that it complies with the requirement of > 70% exposure to ESG Leaders (minimum BBB MSCI 
ESG Rating) as set out in the investment objective. Furthermore, companies that are deemed Long-term Winners 
by our analysts and are showing an improving ESG trend will rank among the largest portfolio positions. For 
example, a company that is A rated with improving ESG credentials and is seen as a Long-term Winner in its 
respective industry will have a maximum portfolio weight (active stock weights will typically be up to +/-5%).  


Investment ideas and portfolio construction will be discussed in the regular analysts’ best idea meetings (monthly 
basis), as well as in ad-hoc meetings between the Lead and Assistant Portfolio Managers. Discussions will include 
a rigorous dissection of sector and company views, as well as individual stock weights. The portfolio will then go 
through an optimisation process and will reviewed by the Lead and Assistant Portfolio Managers. Buy and sell 
decisions will be triggered by changes in analyst ratings on both the fundamental and ESG side, and will be 
discussed at the monthly analyst meetings, as well as on an ad-hoc basis. 


In terms of the expected risk parameters (typical guidelines only), the portfolio will consist of between 40 and 60 
holdings with active stock weights up to +/- 5% (versus the TOPIX benchmark). Active money is expected to be 
>80% and ex-ante tracking error is expected to reside within a 3% to 5% range. The ex-ante beta of the portfolio is 
expected to be around 0.9 to 1.1. 


 


5. Will the fund’s risk profile change? 


No, the risk profile of the fund will not change significantly. Key risk metrics such as SRRI, volatility and tracking 
error will reside within similar ranges following the repurpose. 


 


6. Will the fund’s benchmark change? 


No - the benchmark remains the Tokyo Stock Exchange TOPIX Total Return Index. 
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7. Will there be Portfolio Manager changes? 


Yes - the Portfolio Management team will change. The current portfolio manager, Takuya Furuta, will be replaced 
by Hokeun Chung as Lead Portfolio Manager, and Tomohiro Ikawa, Cenk Simsek and Eddie Tajima as Assistant 
Portfolio Managers. Takuya will maintain his other portfolio management responsibilities. 


Hokeun Chung - Lead Portfolio Manager 


Hokeun Chung first joined Fidelity as a research analyst in 1994, covering various sectors in the Korean market. 
From 1996 to 2000, Hokeun worked as a Portfolio Manager with responsibility for the Fidelity Funds - Korea and 
Fidelity Advisor Korea funds. He subsequently spent two years as a global team leader at Fidelity’s offices in 
Boston, before moving to Fidelity’s Tokyo office as Portfolio Manager and Associate Director of Research until 
2007. Between 2007 and 2019, Hokeun undertook several roles including Head of Research/Managing Director at 
Deutsche Bank (Korea), President at Samhong Industrial (Korea) and Non-standing Advisor at Hyundai Motor 
(Korea). In 2019, Hokeun re-joined Fidelity as Director, Equities in Japan. Hokeun holds a B.S. from Columbia 
University, New York (US). 


Tomohiro Ikawa - Assistant-Portfolio Manager 


Tomohiro Ikawa joined Fidelity in 2019 as Director of Engagement within the Tokyo Sustainable Investing team and 
is responsible for Fidelity’s corporate engagement and stewardship activities in Japan. He works closely with the 
investment team on integrating ESG into analysis and decision-making and conducting engagement with investee 
companies on ESG issues. Prior to joining Fidelity in 2019, Tomohiro worked in both buy-side and sell-side roles at 
asset management firms and investment banks for more than 20 years. He has a degree in Economics from 
Hitotsubashi University, and completed an MBA from the Aoyama Business School, focusing on ESG engagement. 


Cenk Simsek - Assistant-Portfolio Manager 


Cenk Simsek joined Fidelity as an analyst in 2016, having previously worked at CLSA Securities in Tokyo for eight 
years. Since joining Fidelity, Cenk has covered the technology and FA machinery sectors. Since July 2019, he has 
been the Lead Portfolio Manager for the FIJ Select Technology Fund. Cenk graduated from Istanbul Technical 
University (Turkey) and gained an M.B.A. from Koc University (Turkey). 


Eddie Tajima - Assistant-Portfolio Manager 


Eddie Tajima joined Fidelity as a Research Analyst in 2015, covering the Information & Communication, Internet, 
Service (IT) and Software sectors. Prior to Fidelity, Eddie worked as a Senior Analyst at March Altus Capital 
Management (US), a Senior Analyst at Green Heart Capital Partners (US) and an Analyst at Shumway Capital 
Partners (US). Earlier in his career, Eddie worked as a Senior Associate at TPG Capital in Japan and as an 
Associate in the M&A Group at Credit Suisse First Boston Securities in Japan. Eddie holds a B.S. from the 
University of Southern California and is a Certified Public Accountant (CPA). 


 


8. Why have the new portfolio managers been chosen to manage the fund and how will they work together? 


Hokeun has a wealth of experience in the Japanese equity market as a Research Analyst, Director of Research 
and as a Portfolio Manager, and is ideally placed to lead the Fidelity Funds — Sustainable Japan investment team. 
This is backed up by his existing role as the Lead Portfolio Manager for a research-team driven portfolio that is 
focused on sustainable growth companies. Cenk and Eddie are senior members of the research team, and they 
have been selected to oversee cyclical and non-cyclical sectors respectively. As the analyst responsible for 
FA/Tech components and the Lead Portfolio Manager of the FIJ Select Technology Fund, Cenk is well positioned 
to coordinate with the cyclical analysts on investment ideas in the machinery, technology, automobile and 
chemicals sectors. On the non-cyclical side, Eddie, who covers internet/software/telecoms/utilities, will oversee 
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investment opportunities coming from the analysts covering the retail, consumer, healthcare and IT sectors. As the 
Director of Engagement in the Sustainable Investing team, Tomohiro will be key in the preparation and execution of 
engagement with corporates and coordinating such activities with analysts and portfolio managers. Ultimately, the 
Lead and Assistant Portfolio Managers will all work closely together in the portfolio construction and review 
process, as well as in the selection of corporates for active engagement. 


 


9. What is the fund’s old and new investment objectives?  


From: 


Fidelity Funds — Japan Fund 


To: 


Fidelity Funds — Sustainable Japan Equity Fund 
 


 
Investment Objective 


 


The fund invests principally in Japanese equity securities. The fund aims to achieve long-term capital growth from a 
portfolio principally made up of Japanese equity securities.  
The fund adopts a best-in-class strategy under which a 
minimum of 70% of the fund’s net assets will be invested in 
securities which are deemed to maintain sustainable 
characteristics. Sustainable characteristics may include but 
are not limited to effective governance and superior 
management of environmental and social issues (‘ESG’), and 
an issuer is deemed to maintain this, if it has an ESG rating 
which is above the minimum ESG rating threshold determined 
by the Investment Manager from time to time. The Investment 
Manager will determine the minimum ESG rating threshold 
and assess the ratings of securities and their issuers based on 
quantitative and qualitative assessments of their sustainability 
characteristics.  
“Quantitative assessments” will be by reference to ESG 
ratings from external providers including but not limited to 
MSCI, or an internal rating assigned by the Investment 
Manager using primarily Fidelity Sustainability Ratings, 
relevant data in third-party certificates or labels, assessment 
reports on carbon footprints, and percentage of revenue or 
profits of the issuers generated from ESG-relevant activities. 
Fidelity Sustainability Ratings is a proprietary rating system 
created by Fidelity’s research analysts which scores issuers 
on an A-E scale and trajectory forecast based on fundamental 
bottom-up research and materiality assessment using criteria 
specific to the industry of each company. 
“Qualitative assessments” will be by reference to case studies, 
environmental, social and governance impacts associated with 
the issuers, product safety documents, customer reviews, 
company visits or data from proprietary models and local 
intelligence.  
ESG ratings and associated ESG data, including Fidelity 
Sustainability Ratings, are part of a centralised research 
platform operated by the Investment Manager. The provision 
and source of ESG data is reviewed on a regular basis to 
ensure its continuing suitability, adequacy and effectiveness 
for the assessment of sustainability characteristics. 
Assessment factors and minimum ratings thresholds may 
change over time or vary in importance depending on the 
sector or industry an issuer operates in. 
The fund adheres to a principles-based exclusion framework 
which sets out the basis upon which certain issuers are 
excluded from the permissible investment universe. The 
framework incorporates both norms-based screening and 
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negative screening of certain sectors, companies or practices 
based on specific ESG criteria to be determined by the 
Investment Manager from time to time. The norms-based 
screening includes issuers which fail to behave in a way which 
meets their fundamental responsibilities in the areas of human 
rights, labour, environment and anti-corruption as set out by 
the Ten Principles of the United Nations Global Compact. The 
negative screening includes issuers within certain single 
product categories or industries which are fundamentally 
unsustainable or are associated with significant risks or 
liabilities from societal, environmental or health related harm. 
As an illustrative example, manufacturers of controversial 
weapons (e.g. land mines, nuclear weapons) are excluded 
from the investment universe of the fund under this framework. 
The current exclusion criteria may be updated from time to 
time. To apply this exclusion, the Investment Manager may 
use data provided by internal research teams as well as 
various external ESG data, tools and research providers. 
The fund is actively managed. The Investment Manager will, 
when selecting investments for the fund and for the purposes 
of monitoring risk, reference TOPIX Total Return Index (the 
“Index”) as the Index constituents are representative of the 
type of companies the fund invests in. The fund’s performance 
can be assessed against its Index.  
The Investment Manager has a wide range of discretion 
relative to the Index. While the fund will hold assets that are 
components of the Index, it may also invest in companies, 
countries or sectors that are not included in, and that have 
different weightings from, the Index in order to take advantage 
of investment opportunities. It is expected that over long time 
periods, the fund’s performance will differ from the Index. 
However, over short time periods, the fund’s performance may 
be close to the Index, depending on market conditions. 
The fund may also invest in issuers which demonstrate 
improving sustainable characteristics.. 


 
Investment Objective (notes) 


 
N/A 


 


10. What are the old and new risk factors? 


From: 


Fidelity Funds — Japan Fund 


To: 


Fidelity Funds — Sustainable Japan Equity Fund 
 


 
Risk Factors 


 
Equities; Stock/Issuer Concentration; Country 
Concentration; Derivatives/Counterparty General Risk; 
Short Positions; Active Currency; Specific Derivative 
Instruments; Securities Lending. 


Equities; Country Concentration; Derivatives/Counterparty 
General Risk; Short Positions; Active Currency; Specific 
Derivative Instruments; Sustainable Investing; Securities 
Lending.  
 


  


11. How will the newly repurposed strategy compare to the old fund? 


There will be no significant change in the bottom-up nature of the investment approach and most fund 
characteristics will reside within similar ranges. However, the repurposed fund will adopt a best-in-class strategy 
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under which a minimum of 70% of net assets will be invested in securities which are deemed to maintain 
sustainable characteristics, including effective governance and superior management of environmental and social 
issues. The investment team will draw upon Fidelity’s research platform in terms of both ESG and fundamental 
ratings and as such there will be a strong correlation between our best proprietary research ideas and fund 
exposures. The newly repurposed strategy will also adhere to a principles-based exclusion framework which sets 
out the basis upon which certain issuers are excluded from the investment universe. 


In terms of characteristics, the repurposed fund will continue to have a bias to high-quality, growth companies. By 
focusing on those companies that are among the highest rated by our proprietary fundamental and ESG ratings, 
the fund will have a higher level of concentration and less exposure to small caps. 


 FF — Japan Fund FF — Sustainable Japan Equity Fund 
Benchmark Tokyo Stock Exchange TOPIX Total 


Return Index 
No change 


Launch Date / Expected 
Repurpose Date 


1st October 1990 3 March 2021 


Portfolio Manager Takuya Furuta Hokeun Chung (Lead), Tomohiro Ikawa 
(Assistant), Cenk Simsek (Assistant), 
Eddie Tajima (Assitant) 


# positions 70 - 90 40 - 60 expected range 


Cash ~3% ~3% expected range (no change) 


Active stock weight +/-5% +/-5% expected range (no change) 


Active Money >80% >80% expected range (no change) 


Volatility In line to marginally higher than market 
levels 


No change 


Tracking error (ex-ante) 3% - 6% 3% - 5% expected range 


Ex-ante beta c1.0 c0.9 - 1.1 expected range 


SRRI 6 No change 


ESG Integrated in analyst research and 
investment process 


>70% exposure to ESG leaders (min 
BBB MSCI ESG rating)-   


 


12. Which share classes will be available? 


o Fidelity Funds — Sustainable Japan Fund A-
JPY [LU0048585144] 


o Fidelity Funds — Sustainable Japan Fund Y-
ACC-JPY [LU0318940771] 


o Fidelity Funds — Sustainable Japan Fund A-
ACC-USD (hedged) [LU0997586945] 
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