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Coordinated action from central bankers, governments, and
regulators to support global markets

Key takeaways

e The US Federal Reserve cut
interest rates near 0% and
restarted its quantitative easing
program.

e The Bank of Canada and five
other central banks announced
coordinated moves to support
global liquidity.

e The Bank of Canada cut the
key overnight lending rate by
50 basis points to 0.75%.

e The Government of Canada
announced an additional
$10 billion in economic
stimulus.

e Canada’s banking regulator
loosened capital rules for the
country’s largest banks.

e Past market shocks have
shown that investors who
remain invested and focused
on long-term goals do better
overall.

“At the end of the day, good
investments weather storms.
We are comfortable with the
companies we own.”
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Federal government and Bank of Canada send strong
directional signals to calm markets

The Government of Canada announced a plan to significantly restrict entry of
non-residents to Canada on March 16. On the same day, the Bank of Canada
(BoC) broadened the securities it will accept as collateral from banks, including
corporate bonds, in its overnight lending facility. The BoC also stated it stands
ready to purchase Canada Mortgage Bonds to calm markets.

The US Federal Reserve cut the overnight rate by 100 basis points to near zero
basis points and restarted the quantitative easing (QE) program by $700 billion
on March 15. The BoC, the Bank of England, the Bank of Japan, the European
Central Bank, the Federal Reserve, and the Swiss National Bank all announced
they will support the supply of credit to households and businesses through
measures such as lower interest rates.

Additional measures to stimulate the Canadian economy were announced on
March 13 by Bill Morneau, Minister of Finance, Stephen Poloz, Governor of the
BoC, and Jeremy Rudin from the Office of the Superintendent of Financial
Institutions (OSFI), Canada’s banking regulator.

The BoC cut the key overnight lending rate by 50 basis points to 0.75%. In a
statement, the BoC said it “stands ready” to act again. This was the second
time the BoC cut interest rates in just over a week. Morneau announced that
$10 billion will be available to support businesses and workers. Further fiscal
measures are expected to be announced the week of March 16. Meanwhile,
OSFI lowered capital requirements for large Canadian banks to boost the flow
of credit into the economy.

History shows market crises followed by sustained
growth

“As expected, policymakers have acted to support markets just as the
scenarios seem the most dire. Coordinated action from policymakers can lead
to dramatic reversals in markets, especially after shocks such as COVID-19,”
says Jim Huggan, Chief Investment Officer of HSBC Global Asset Management
(Canada) Limited. “Past market shocks have shown that investors who remain
invested and focused on long-term goals do better overall.”

How is HSBC managing its clients’ investments in this
volatile environment?

At the end of the day, good investments weather storms. We are comfortable
with the companies we own, their business models, their sustainability, and
their ability to generate cash flow. We continue to favour companies that have
attractive dividend growth.

What is the best way to get through this crisis?

Diversification remains key. Our portfolios are diversified in bonds and
currencies that are mitigating the impact of the correction. Every decade
experiences crises and market corrections. A diversified portfolio has always
proved to be the best defence in volatile markets.
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