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KEY TAKEAWAYS 

• Investors continue to debate whether the Federal Reserve is nearing a policy inflection point amid 
a confluence of slowing economic growth, rising inflation, and emerging financial market risks, which 
has been exemplified by volatility in the federal funds futures market.

• As interest rates serve as the foundational discounting mechanism for asset prices, we believe a Fulcrum 
issue for multi-asset investors is assessing the interest rate expectations embedded across asset classes 
and how the current environment compares to other policy inflection points. 

• In this paper, we present an historical analysis of short-term interest-rate futures – measured by the 
Eurodollar futures market – which we extend to other asset classes to assess the path for short-term 
interest rates that is reflected by them.

• In our active allocation process, we seek to identify gaps in expectations across asset classes and this 
analysis serves as a way of triangulating the risk/reward opportunities around them, while drawing 
comparisons to history.

• We find the expectations reflected across assets today have some divergences from historical episodes, 
likely due to monetary regimes' post-global financial crisis and the unique aspects of having a world 
emerge from the COVID-19 pandemic.

• The conclusions from our analysis help build our conviction in positioning the target date portfolios toward 
non-U.S. assets relative to the U.S. and leave us cautious on credit at this point in the market cycle. 

Introduction 

The latest parlor game in the capital markets has been handicapping when the Federal Reserve’s rate-hiking 
cycle will end and the pivot toward cutting rates will begin. Rate expectations have been sensitive to economic 
data releases, as well as stress in the banking sector. The federal funds futures market has shifted up, down, 
forward, and back many times as investors seek to divine the ultimate path for interest rates.

The fixation and debate on the path to the terminal point of rates – analogous to one of those long trips where 
children naggingly repeat “are we there yet?” – is a natural by-product of where we stand in the latter phase 
of the economic cycle and the “fog of war” that surrounds it. The fogginess of the current environment is due 
in part to its uniqueness: a cross-current of forces, including an economic cycle derailed by a pandemic and 
a supercharged policy response, which stoked inflation to its highest level in decades. 

Exhibit 1 is an apt illustration of the interaction between these forces, highlighting the exceptional nature of 
their current readings and the uncertainty it creates for investors as they discount outcomes. The money supply 
(M2) grew at its fastest pace in 2021 and is now negative for the first time in its history. The Consumer Price 
Index (CPI)1 reached levels not seen in 40 years, while the yield curve has not been this inverted since the late 
1970s and early 1980s.
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Against this backdrop, a key question is whether the Fed will achieve its stated 2% inflation target given the 
lagged effects of monetary policy, the rising probability of a recession, and the potential for financial market 
problems and contagion. Could all those factors lead to a policy inflection point? Investor consensus is implied 
in the short-term interest-rate futures market,2 as measured by the Eurodollar futures market, which reflects 
expectations for the direction of interest rates. Futures contracts are typically used to either take a view on, 
or hedge against, moves in the Fed’s benchmark interest rate. A deeper analysis of interest rate futures can 
help us better understand the expectations embedded in asset prices. We believe the path of interest rates 
is a Fulcrum issue facing multi-asset investors – one that our research can provide insight into potential return 
and risk outcomes embedded in asset valuations.

EXHIBIT 1: The U.S. Treasury yield-curve slope, inflation, and M2 money supply

Monetary Policy and Inflation
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Source: U.S. Bureau of Labor Statistics, Federal Reserve Board, as of March 31, 2023. 
Past performance is no guarantee of future results.

The Future Interest Rate Curve – The $725,823 Question3

Investors consider discount rates to weigh uncertainty in capital markets, with interest rates as one of the key 
drivers. Higher rates lead to lower asset prices through present values of future cash flows, while lower rates 
create the opposite effect. We believe that prices for each asset class are affected by interest rates in different 
ways because there are distinct risks to cash flows based on characteristics like duration, leverage, geography, 
and sector mix. We start our analysis by looking at the attributes of the short-term interest rate curve over 
a 3-to-36-month horizon. That is the foundation for what tends to be extrapolated in asset prices. 
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We applied a statistical technique called Principal Components Analysis (PCA)4 to simplify and break down the 
12-dimensional (36-month) short-term futures curve into its three primary drivers. Those drivers are: 

• Parallel shifts in short-rate expectations across the yield curve.

• Expectations for higher or lower short rates in the more distant future than in the near term.

• The “bend” in the curve as illustrated in Exhibit 2, where short rates are expected to rise in the next 6 months, 
fall in months 9–24 months, and rise in months 27 and beyond. The weights or loadings in the chart represent 
the amplitude and direction rates are expected to evolve over time. 

The “bend” reflects periods historically, when the market’s expectations were that the Fed had sufficiently 
cooled the economy and may have one or two more hikes before it needed to cut rates – essentially policy 
was nearing an inflection point. Given where we are in the current cycle, and the debate among investors, this 
has obvious implications for markets today. To further our understanding, we decomposed history to evaluate 
historical time periods when investors expected similar peaks in short-term rates followed by interest rate cuts.

EXHIBIT 2: The “bend” of short-term rate expectations
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To identify similar periods historically, we plotted the cumulative changes for this third principal component 
or the “bend” of the curve from 1989 to present as illustrated in Exhibit 3. This represents the cumulative 
evolution of rate expectations moving to the point of policy inflection, down and back up again. The 
longer-term downtrend of this series reflects a progressively lowered expectation for how bent the curve could 
be, as rates have been cut since the 1980s, eventually to the zero bound. While rate expectations have moved 
lower over time, there have been cycles around them – when moving higher, expectations are moving closer 
to an inflection point or “late cycle” and vice-versa. The current peak appears like those in November 1990, 
November 2000, and December 2007. During these periods, investors expected an inflection point in interest 
rate policy. In each instance, the policy proved to be restrictive, which led to recessions and adjustments 
in asset prices.

EXHIBIT 3: Cumulative changes in the “bend” of short-term interest rate expectations

Late-Cycle Character of U.S. Rates (Cumulative ED PC3)

Source: Bloomberg Finance L.P., as of March 31, 2023.
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Exhibit 4 below shows the major asset class returns in the 12 months following these peaks. We see meaningful 
dispersion in forward returns, which reflect in part the degree of the economic slowdown and the ensuing 
fluctuations in asset prices. It is important to note that it is possible to have positive forward returns during 
a recession, when realized results are more favorable than expected. For example, the equity markets posted 
positive returns during the recession in the 1990s. In other years, equity markets declined. And credit assets had 
mixed performance during similar periods. 

These examples reinforce the importance of assessing investor expectations that are embedded in valuations 
at each point in time. Using the Eurodollar curve to assess short-term rate expectations directly is straightforward. 
Deriving interest rate expectations embedded in the prices of asset classes is more difficult, requiring various 
assumptions and analysis. In the subsequent sections, we present a framework to extend the expectations 
embedded in short-term rates to other asset classes. We assess historical episodes relative to current conditions 
and identify potential positioning opportunities for investors.



EXHIBIT 4: Asset price returns post policy inflections reflect different embedded expectations 

12 month forward returns post policy inflection

Index

Start Date S&P 500 MSCI EAFE
MSCI Emerging 

Markets
ICE BofA Corp 

Credit

Nov. 1990 16.4% 6.5% 45.2% 16.4%

Nov. 2000 -13.3% -20.4% -9.8% 13.5%

Dec. 2007 -38.5% -45.1% -54.5% -6.8%

Source: Bloomberg Finance L.P., as of March 31, 2023. Past performance is no guarantee of future results.
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Learning from Prior Cycles and Divergent Paths

To estimate the path of short rates implied by prices for other asset classes, we applied techniques to measure the 
risk and return relationships of the embedded economic sectors to the sensitivity of short-rate expectations. We  
computed the expected returns of the sectors for each asset class in two ways. The first approach used features 
of the short-rate curve; the second approach treats the sectors as an optimal portfolio. We then solve for the 
short-rate curve that gives the best match for the two sets of expected sector returns. This process triangulates 
from known information a potential gap in the expectations that are implied in asset prices relative to our research. 

From this starting point, we analyze the three historical episodes when expectations for the “bend” of the 
Eurodollar futures market were like current expectations. We assess what was embedded in prices for other asset 
classes and compare to the realized returns. 

We start with the 1990 period and the analysis focused on the S&P 500 Index5 due to limited data for other 
asset classes. Exhibit 5 shows the S&P 500 curve for the year ahead, the Eurodollar futures curve, and the 
actual path of Fed funds rate.

EXHIBIT 5: The S&P 500 index priced in slightly lower rates than Eurodollar futures

Implied and Actual Rates: 12m–Post Nov ‘90
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Past performance is no guarantee of future results.
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These measures suggest that valuations for U.S. equities reflected some degree of a future recession. 
Embedded expectations in the S&P 500 for short rates fell by 2% more than was implied by Eurodollar futures, 
suggesting a Fed rate cut, followed by a gradual rebound as the Fed hikes rates. While equity prices did not 
anticipate the magnitude or persistence of the move in short rates, the directional expectations may have 
helped equities to outperform in the ensuing recession. Investors’ expectations for rates were more optimistic 
than what transpired because the Fed cut rates more aggressively and maintained rates at a low level 
compared to Eurodollar and S&P 500 expectations. 

Exhibit 6 below depicts the rate expectations for Eurodollar futures (dashed light green line) as of November 2000 
and what was implied by other asset classes from March 2002 through December 2003. Eurodollar futures 
implied a rate expectation of close to 6% across the curve with an upward bias. Rate expectations for the S&P 500 
and corporate credit (as measured by the ICE BofA US Corporate Index6) were tightly clustered – initially about 
3% higher than the Eurodollar futures curve and ending about 1% higher. Investors may have perceived better 
fundamentals and credit spreads in the U.S., suggesting the Fed could maintain policy rather than cut rates.

EXHIBIT 6: All asset classes priced in higher future interest rates than the Eurodollar curve

Implied and Actual Rates 12m-Post Nov '00
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Source: Bloomberg Finance L.P., FactSet, as of February 28, 2023.

Past performance is no guarantee of future results.

For example, November 2000 was the cycle peak for the S&P 500’s earnings per share (EPS) over the last 
12 months (LTM), while the price-to-earnings (P/E) multiple had declined from a peak of 32X to 24.5X. 
Corporate credit was weakening gradually, with the Moody’s Baa–10-year spread at 265 basis points over 
comparable U.S. Treasuries, up only marginally over the prior six months. 
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The rate expectations embedded in the valuations of the MSCI EAFE Index7 and MSCI Emerging Markets 
Index8 (MSCI EM) were similarly clustered, in line with the Eurodollar curve at the beginning of the period and 
ending about 1% higher. Compared to the U.S., the MSCI EM had negative EPS in the preceding 12 months 
in 2000 and the MSCI EAFE EPS declined from its peak by November 2000, with its P/E multiple falling from 
37X to 25X. 

The black line in the chart above shows the actual Fed funds rate over time. Various asset classes had priced 
in a more optimistic embedded view for rates than what transpired. The Fed cut rates aggressively following 
the economic and market stress from volatility in the technology, media, and telecommunications sectors.

Exhibit 7 shows rate expectations for various asset classes from March 2009 to December 2010 (as of 
December 2007). Rate expectations for the S&P 500 and the MSCI EM followed a similar path to the Eurodollar 
futures curve (dashed light green line), while expectations embedded in MSCI EAFE, and corporate credit 
suggested higher rates. Credit markets reflected a tight spread of 250 basis points, while fundamentals 
in equity markets were beginning to roll over. The S&P 500 LTM EPS had fallen about 5% from its peak 
by December 2007, and P/E multiples for EAFE and EM had declined. 

EXHIBIT 7: Rate expectations for MSCI EM and S&P 500 were similar to Eurodollar futures; credit and 
MSCI EAFE expected higher rates

Implied and Actual Rates: 12m-Post Dec '07
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Source: Bloomberg Finance L.P., FactSet, as of February 28, 2023.

Past performance is no guarantee of future results.

Investors’ expectations proved to be overly sanguine as the Fed cut rates to near zero in response to the global 
financial crisis (GFC). In our view, markets were surprised by the severity of the banking system’s problems and 
how its contagion might imperil the global economy. 

The current late-cycle environment has a few similarities and differences with the previous periods we 
mentioned above. Each period was marked by imbalances in the global economy and the capital markets. 
The 2000 period was one of excessive stock market valuations, which led to a dramatic de-rating of equity 
multiples. The 2008 period was marked by excessive speculation in the U.S. housing market coupled with 
relaxed mortgage underwriting standards, which were the proximate causes of the financial crisis. 
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The excesses today are less obvious at the consumer and corporate levels. Governments, however, have increased 
their debt levels. Government spending across the globe and central bank money printing in response to the 
COVID-19 pandemic have shattered previous debt-to-GDP ceilings. Currently, the Fed has limited room to cut 
rates because the inflation rate still exceeds the central bank’s 2% target. 

We believe the reduced policy space is an important part of the potential mispricing in the short-term interest rate 
curve and in the implicit rate curves embedded in the pricing of other asset classes. Exhibit 8 illustrates the setup 
in the implied rate curves. We see that prices for asset classes embed disparate paths for rates. There is greater 
near-term dispersion in the forecasted short rates than in 2000 and 2007; the latter is clear from the same Y-axis 
scale used for each period. 

EXHIBIT 8: Interest rate expectations vary across asset classes

12-Month Forward Curves, March 2023
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There may be several reasons why there is now less consensus across asset classes regarding the future path 
of interest rates. The global economy is less synchronized as governments around the world had different 
approaches to managing the pandemic. Monetary and fiscal policies varied across countries, with the U.S. 
pursuing a more aggressive path featuring large fiscal outlays and monetary stimulus. The fiscal and monetary 
responses from China and Japan were more measured. This divergence in economic cycles was less prominent 
in 2000 and 2007. That provides one reason the S&P 500, MSCI EAFE, and MSCI EM indexes are pricing 
in different rate environments.

For example, credit and the MSCI EAFE index are clustered around the Eurodollar curve. The implied 
rate curve for the MSCI EM Index differs from the S&P 500 implied rate curve in that it implies rates falling 
precipitously to a much lower level and then rebounding, whereas the S&P 500 curve declines more smoothly 
to a level below where the futures market is pricing rates. The MSCI EM curve has the appearance of a hard 
landing: A sizable cut, followed by a gradual recovery in rates. The S&P 500 implies a softer landing with rates 
declining gradually without the need for an abrupt set of cuts.
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We question what scenario reflects current realities and where an expectation gap might present opportunities 
for investors. We believe that to have that perspective, we need to take into consideration the feature that 
makes today’s environment different relative to the prior episodes we analyzed – inflation. 

The Pig in the Python

The current inflationary environment makes it different from the previous late cycles of 2000 or 2007. Inflation 
challenges the standard central bank playbook of cutting rates aggressively in response to a recession or to 
a crisis in the financial markets. We witnessed a glimpse of these dynamics earlier this year during the stress 
in the U.S. regional banking sector. In a non-inflationary environment, the Fed and the U.S. Treasury may have 
used lower interest rates and other policy levers to stabilize the banking sector.

The current environment also features an unprecedented level of stimulus and a reactive Fed. Like a pig 
moving slowly through the proverbial python, the impact of the Fed’s rate hikes also weaves its way through 
the economy. While the Fed has hiked rates aggressively by 500 bps since March 2022, the lagged effects 
of policy are still working their way through the economic system. 

For example, one of our research frameworks considers the lagged effects of policy and suggests that the 
current effective Fed funds rate9 is about 4% (Exhibit 9). The 4% effective Fed funds rate is not restrictive based 
on the Fed’s preferred measure of inflation – the personal consumption expenditures (PCE) price index. In May, 
core PCE was at 4.6% year-on-year.

EXHIBIT 9: Fed funds rate and effective Fed funds rate

Fed Funds: Actual vs. Effective
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Source: Bloomberg Finance L.P., Fidelity Investments as of June 20, 2023. Effective Fed Funds assumes that policy rates achieve full 
impact on a pro rata basis over one year. 

While money supply growth has declined from a year ago, the trend in money supply is still elevated relative 
to historical standards. Based on current trend and as depicted in the chart below, it would take until May 2024 
for the exponential growth in money supply to normalize back to trend (Exhibit 10). 
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As a result of the Fed’s overly accommodative policy post-GFC, the economy has grown to become less 
interest rate sensitive, which challenges the efficacy of their monetary policy tools. We believe that risk of an 
upside inflation surprise and the discounted trajectory of short rates reflected in our framework above reveals 
a few pockets of opportunity for investors. We delve deeper into these opportunities in the section below. 

EXHIBIT 10: Money supply growth is significantly above long-term trend

Log(M2) vs. Pre-COVID Trend in Log(M2)
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Investment Implications: Is the Answer behind the Pod Bay Doors?

In our investment process for active allocation, we strive to identify expectation gaps rather than forecasting 
or timing asset price moves. We believe that if we identify these opportunities consistently and manage risk 
well, our shareholders may be rewarded as asset prices adjust to a more sustainable path. 

In our view, valuations of U.S. equities suggest that investors are expecting the inflation fight of the last 
two years to resolve in a soft landing, with rates peaking and beginning to decline in the coming months. 
We believe this view is overly optimistic and have positioned portfolios with an underweight exposure 
in U.S. equities. In contrast, the MSCI EAFE and the MSCI EM indexes are discounting a more severe rate 
trajectory that is more aligned with the expectation for a hard landing. We believe this expectation may 
be too pessimistic, and there is room for positive surprises. Prices in credit markets imply overly optimistic 
expectations on the rate trajectory, reflecting the strongest “soft landing” view across the asset classes. 

These observable fundamentals complement the views that we derive in the interest rate framework presented 
above. Analysts project that earnings for the S&P 500 will resume growth in the second half of the year, which 
one wouldn’t anticipate if growth in the economy were slowing and the Fed was cutting rates. And if inflation 
were cooling, it may be a function of less of an ability to take price. 
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Valuations appear to corroborate the view embedded in rate expectations – the S&P 500 currently trades 
at 21.0 times trailing earnings, sitting in the top third of historical multiples. This lofty valuation was 
supported by the technology sector, which was recently fueled by the promise of artificial intelligence 
(AI). The interest-rate sensitive tech sector was trading at 35.0 times trailing earnings as of June 30, 2023, 
roughly in the top 20% of all multiples10 since 2000, and where the trailing P/E ratio11 was in November 
2021 when the Fed started to taper its quantitative easing (QE) programs. The tech sector's valuation 
appears especially rich with short rates at 5%, inflation surprising to the upside, and with money supply 
higher than the trend. 

For U.S. equities to be fairly valued, the Fed must accomplish what the S&P 500 implied rates trajectory 
indicates: Control inflation and avoid a meaningful slowdown. While this outcome is possible, we view the 
probability as lower relative to other scenarios. Should growth deteriorate more broadly, the embedded 
expectations would be at risk. We also acknowledge that the market’s recent obsession with technological 
advances could engineer a bubble, but our job is not to speculate with shareholder capital. 

The MSCI EM Index is valued at 12 times trailing earnings, in the bottom 17% of multiples since 2000. 
The MSCE EAFE Index is valued at 14.6 times trailing earnings and is in the bottom 26% of multiples. 
Developed and emerging markets face risks: such as a slower recovery in China and high inflation across 
Europe. The MSCI EAFE has priced in expectations of higher rates for longer than the S&P 500, while 
emerging-market expectations imply the need for sharp rate cuts. Given the asynchronous nature of global 
markets, both these expectations could be accurate, in our view. 

With asset valuations reflecting some aspect of risk, we believe there is a margin of safety in non-U.S. equity 
valuations. If an outcome were achieved that is consistent with interest rate expectations for the U.S., 
non-U.S. markets could offer higher returns compared with returns for U.S. equity markets. Alternatively, 
if scenarios where the risks that are being priced into non-U.S. markets unfold differently – such as inflation 
proving less onerous in non-U.S. developed markets or growth in emerging markets – it could also cause 
the gaps in expectations to converge. Consequently, we reflect our views with an overweight exposure 
in non-U.S. equities. 
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IMPORTANT INFORMATION

Written by Fidelity's Target Date Investment Team

Term Definition

S&P 500 Index 
(S&P 500)

The S&P 500 is a market capitalization-weighed index of 500 widely held U.S. stocks and includes reinvestment 
of dividends.

MSCI EAFE Index 
(EAFE)

The MSCI EAFE is a market capitalization-weighed index that is designed to measure the investable equity 
market performance for global investors in developed markets, excluding the United States and Canada.

U.S. Dollar Index 
(DXY)

The U.S. Dollar index is a measure of the value of the U.S. dollar relative to a basket of foreign currencies.

Price-to-Earnings 
(P/E) Ratio Trailing

The ratio of a company's current share price to its trailing 12-month earnings per share.

Consumer Price 
Index (CPI)

Measure of the average change over time in the prices paid by urban consumers for a market basket of consumer 
goods and services. 

Producer Price 
Index (PPI)

Family of indexes that measures the average change over time in selling prices received by domestic producers 
of goods and services. 



Endnotes
1 Consumer Price Index (CPI) Measure of the average change over time in the prices paid by urban consumers for a market basket of consumer goods and services.
2 Eurodollar futures, based on LIBOR, have been a popular and liquid means for investors to express views on the trajectory of short-term interest rates. With the 
phase-out of LIBOR, however, the market is transitioning to secured overnight financing rates (SOFR) futures to express rate expectations. Since 2018, when SOFR 
futures began, their evolution has tracked closely with Eurodollar futures, particularly in the elements of the rates curve we utilize in our quantitative analysis.
3 This game show debuted on June 7, 1955. As of June 30, 1955, the Consumer Price Index (CPI) was at 26.71. As of the April 30, 2023, the index was at 302.918, 
a ratio of 11.34x. Consequently, in current dollars, the $64,000 question is the $725,823 question.
4 Principal component analysis (PCA) is a popular technique for analyzing large datasets containing a high number of dimensions/features per observation, increasing 
the interpretability of data while preserving the maximum amount of information, and enabling the visualization of multidimensional data
5 S&P 500® Index is a market capitalization-weighted index of 500 common stocks chosen for market size, liquidity, and industry group representation to represent 
US equity performance.
6 ICE BofA US Corporate Index tracks the performance of U.S. dollar-denominated investment-grade corporate debt publicly issued in the U.S. domestic market. 
Qualifying securities must have an investment-grade rating (based on an average of Moody’s, S&P, and Fitch) and an investment-grade rated country of risk.
7 The MSCI EAFE is a market capitalization-weighted index that is designed to measure the investable equity market performance for global investors in developed 
markets, excluding the United States and Canada.
8 MSCI Emerging Markets Index is a market capitalization-weighted index that is designed to measure the investable equity market performance for global investors 
in emerging markets.
9 The effective federal funds rate (EFFR) is calculated as a volume-weighted median of overnight federal funds transactions. https://www.newyorkfed.org/markets/
reference-rates/effr
10 The lowest 20% of earnings yield, actually since EPS has been negative, at times, in this period.
11 Price-to-Earnings (P/E) Ratio Trailing: The ratio of a company's current share price to its trailing 12-month earnings per share.

Information provided in, and presentation of, this document are for informational and educational purposes only and are not a recommendation to take any 
particular action, or any action at all, nor an offer or solicitation to buy or sell any securities or services presented. It is not investment advice. Fidelity does not 
provide legal or tax advice.
Before making any investment decisions, you should consult with your own professional advisers and take into account all of the particular facts and circumstances 
of your individual situation. Fidelity and its representatives may have a conflict of interest in the products or services mentioned in these materials because they have 
a financial interest in them, and receive compensation, directly or indirectly, in connection with the management, distribution, and/or servicing of these products or 
services, including Fidelity funds, certain third-party funds and products, and certain investment services.
Investing involves risk including the risk of loss. 
The investment risks of each Fidelity Freedom Fund changes over time as its asset allocation changes. These risks are subject to the asset allocation decisions of 
the Investment Adviser. Pursuant to the adviser’s ability to use an active asset allocation strategy, investors may be subject to a different risk profile compared to the 
fund's neutral asset allocation strategy shown in its glide path. The funds are subject to the volatility of the financial markets, including that of equity and fixed income 
investments in the U.S. and abroad, and may be subject to risks associated with investing in high-yield, small cap, commodity-linked, and foreign securities. Leverage 
can increase market exposure, magnify investment risks, and cause losses to be realized more quickly. No target date fund is considered a complete retirement 
program, and there is no guarantee any single fund will provide sufficient retirement income at or through retirement. Principal invested is not guaranteed at any time, 
including at or after the funds’ target dates. 
Diversification does not ensure a profit or guarantee against a loss.
These materials contain statements that are “forward-looking statements,” which are based on certain assumptions of future events. FI does not assume any duty 
to update any forward-looking statement. Actual events may differ from those assumed. There can be no assurance that forward-looking statements, including any 
projected returns, will materialize or that actual market conditions and/or performance results will not be materially different or worse than those presented. 
“Fidelity Investments” and/or “Fidelity” refers collectively to FMR LLC, a U.S. company, and its subsidiaries, including, but not limited to, Fidelity Management 
& Research Company LLC (FMR) and FIAM LLC. 
Third-party trademarks and service marks are the property of their respective owners. All other trademarks and service marks are the property of FMR LLC 
or its affiliated companies. 
Fidelity Investments® provides investment products through Fidelity Distributors Company LLC, or Fidelity Brokerage Services LLC, Members NYSE, SIPC. 
Before investing, have your client consider the mutual fund’s investment objectives, risks, charges, and expenses. Contact Fidelity for a prospectus or a summary 
prospectus, if available, containing this information. Have your client read it carefully.
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For institutional use only.

This is original content from Fidelity Investments in the U.S. No recipient is authorized to pass this communication on to any other person whatsoever or reproduce 
it by any means without the prior written consent of Fidelity.

This document is used by Fidelity Investments Canada ULC (“FIC”) and is not meant to endorse or sponsor any specific Fidelity product or service. FIC investment 
funds are advised by our investment division, Fidelity Canada Investment Management, or sub-advised by a variety of companies, such as Fidelity Management 
& Research Company LLC, FIAM LLC, FIL Limited, Geode Capital Management LLC and State Street Global Advisors Ltd. Mutual funds, ETFs and other investment 
products and services that are sponsored by FIC are only qualified for sale in the provinces and territories of Canada.

These materials may contain statements that are “forward-looking statements,” which are based on certain assumptions of future events. Forward-looking 
statements are based on information available on the date hereof, and Fidelity Investments Canada ULC (“FIC”) does not assume any duty to update any 
forward-looking statement. Actual events may differ from those assumed by FIC when developing forward-looking statements. There can be no assurance that 
forward-looking statements, including any projected returns, will materialize or that actual market conditions and/or performance results will not be materially 
different or worse than those presented.

Information provided in this document is for informational and educational purposes only. To the extent any investment information in this material is deemed to  
be a recommendation, it is not meant to be impartial investment advice or advice in a fiduciary capacity and is not intended to be used as a primary basis for you 
or your client’s investment decisions. Fidelity and its representatives may have a conflict of interest in the products or services mentioned in this material because 
they have a financial interest in them, and receive compensation, directly or indirectly, in connection with the management, distribution, and/or servicing of these 
products or services, including Fidelity funds, certain third-party funds and products, and certain investment services.

Information presented herein is for discussion and illustrative purposes only and is not a recommendation or an offer or solicitation to buy or sell any securities. 
Views expressed are as of 7/31/22, based on the information available at that time, and may change based on market and other conditions. Unless otherwise 
noted, the opinions provided are those of the authors and not necessarily those of Fidelity Investments or its affiliates. Fidelity does not assume any duty to update 
any of the information. • Investment decisions should be based on an individual’s own goals, time horizon, and tolerance for risk. Nothing in this content should 
be considered to be legal or tax advice, and you are encouraged to consult your own lawyer, accountant, or other advisor before making any financial decision. 
• In general, the bond market is volatile, and fixed income securities carry interest rate risk. (As interest rates rise, bond prices usually fall, and vice versa. This 
effect is usually more pronounced for longer-term securities.) • Fixed income securities carry inflation, credit, and default risks for both issuers and counterparties.

Investing involves risk, including risk of loss. 

Past performance is no guarantee of future results. An investment may be risky and may not be suitable for an investor's goals, objectives and 
risk tolerance. Investors should be aware that an investment's value may be volatile and any investment involves the risk that you may lose money. 
Performance results for individual accounts will differ from performance results for composites and representative accounts due to factors such 
as portfolio size, account objectives and restrictions, and factors specific to a particular investment structure.

Diversification and asset allocation do not ensure a profit or guarantee against loss. 

Third party trademarks and service marks are the property of their respective owners. All other trademarks and service marks are the property of Fidelity  
Investments Canada ULC or its affiliated companies. FIC does not provide legal or tax advice and we encourage you to consult your own lawyer, accountant 
or other advisor before making an investment.
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