
A. BUILDING FIDELITY’S STOCK MODELS 

About Fidelity Management & Research Company’s Equity Quantitative Research team, the 
Developers of the Stock Model Portfolios 

Fidelity Management & Research (FMR LLC) is a Fidelity Investments company. Its Equity Quantitative 
Research team (the “Team”) develops the Thematic and Sector & Income Stock Models, the investment 
methodology, and certain other information. The research team evaluates the various model portfolios 
on a continuous basis.  
 

1A. Thematic Stock Models follow long-term trends and themes, focusing on potential 

opportunities created by economic, technological, and social developments. The Team takes the 

following steps in developing these models:  

Step 1 – Identify and define a theme 

The Team helps identify themes from 5G to Robotics & AI. 

Themes are identified to provide diversified exposure to market trends and technological 

advancements.  The Team continuously evaluates new themes. 

Step 2 – Refine the starting universe 

The Team starts with a broad universe of US-listed stocks and then narrows that universe to 

make sure that stocks are appropriate for use in Fidelity Basket Portfolios.  These filters include 

making sure companies are big enough, their shares trade often, and are available for fractional 

trading.  

Where appropriate, the Team makes sure that a portion of the companies’ revenue is associated 

with the specific theme.  For sector or income, they similarly make sure the stocks belong to the 

specific sector or have qualities of an income-oriented stock.  

Step 3 – Rank stocks by model relevancy 

The stocks are then ranked within each theme based on their thematic relevancy score, which 

consists of thematic revenue and a Natural Language Processing (NLP) score.  The NLP score is 

generated by an Artificial Intelligence model that reviews company descriptions, earnings call 

transcripts and other relevant text sources to determine how closely the company aligns to the 

specific theme. 

Step 4 – Determine model weighting 

Companies are weighted based on adjusted market capitalization, and up to 30 stocks are 

included in the model.  

Step 5 – Review on a regular basis 

Every quarter, the models are reviewed to ensure holdings continue to align with the themes 

and are rebalanced as necessary.  Daily, the Team makes any needed adjustments to reflect 

corporate actions such as mergers.  As the stock lists change, we make sure to avoid 

unnecessary turnover. 



1B. Sector & Income Stock Models offer targeted exposure to companies in specific segments of 

the economy that can help investors pursue income, growth, diversification, and manage risk. 

The Team takes the following steps in developing these models:  

Step 1 – Define the Sector or Income exposure 

The Sector and Income stock models are designed with input from the Team who helps 

identify and define relevant sub-sectors from the Fidelity US Total Market Index that 

reflect the largest parts of the U.S. market.   

Step 2 – Refine the starting universe 

The Team starts with a broad universe of stocks and then narrows that universe to make 

sure that stocks are appropriate for broad investment.  These filters include making sure 

companies are big enough and their shares trade often, and are available for fractional 

trading, along with a few other checks. 

Step 3 – Rank stocks and determine model weights 
Companies are ranked based on market capitalization and weighted based on adjusted 
market cap.  Finally, up to 30 stocks are included in the model.  

 
 

B. BUILDING FIDELITY’S ETF MODELS 

About Strategic Advisers, Inc., the Developers of the ETF Model Portfolios 

Strategic Advisers, Inc. (“SAI”) is a Fidelity Investments company. This team develops the ETF model 
portfolios, target asset mixes, investment methodology, and certain other information. SAI evaluates 
the various model portfolios approximately four times a year and more regular updates are made as 
warranted. SAI takes the following steps in developing these models:  
 
Step 1 - Creating Target Asset Mixes 

SAI has created seven target asset mixes which are a combination of four different investment types: 

Domestic Equity, International Equity, Fixed Income, and Short-Term investments. SAI utilizes historical 

return analysis to create seven different mixes that can be used by investors with varying investment 

objectives and risk tolerances. 

Asset Class Target Asset Mix 
 

 Domestic 

Equity 

International 

Equity 

Fixed 

Income 

Short 

Term 

Conservative 14% 6% 50% 30% 

Moderate 

with Income 
21% 9% 50% 20% 

Moderate 28% 12% 45% 15% 

Balanced 35% 15% 40% 10% 

Growth with 

Income 
42% 18% 35% 5% 



Growth 49% 21% 25% 5% 

Aggressive 

Growth 
60% 25% 15% 0% 

  (As of 12/15/2025) 

Each of the 7 target asset mixes has a choice of 2 model portfolio options: 

• Using Fidelity Only ETFs (Enhanced Index/Active) 

• Blended, using iShares & Fidelity ETFs (Passive) 

Step 2 – Screening ETFs 

SAI selects ETFs that have at least a 1-year track record, while using Morningstar and publicly available 

data to screen for available ETFs.  For the Fidelity Only model, SAI chooses ETFs managed by Fidelity.  

For the Blended model, SAI chooses ETFs managed by Fidelity or iShares that are part of the Core 

Product Range.  SAI excludes ETFs that are given a strong sell rating by their research and ratings teams. 

Step 3 – Creating the ETF model portfolios 

The model portfolio construction process selects and weights a set of candidate investment options 

whose overall risk characteristics, when viewed as a portfolio, are similar to those of the model target 

asset mix.  The investable universe primarily includes passive, enhanced, and factor strategies delivered 

in ETF format. The process attempts to provide similar risk levels, fees, company issuance, asset class 

weights, market cap exposures, international country exposures and bond exposures based on eligible 

ETFs. The Blended model portfolio option will diversify manager exposure by considering investments in 

both Fidelity and iShares and will include at least one ETF from each provider. The portfolio construction 

decision process will consider performance, risk, proprietary ratings and fee evaluations for all candidate 

investment options. The manager selection process seeks to build low tracking error portfolios with 6 – 

8 positions each with similar risk characteristics to the target asset mix benchmarks using returns and 

holdings-based analytics. 

Step 4 – Review and updates to the ETF model portfolios 

The model portfolio represents SAI’s model portfolio for the selected target asset mix only as of the date 

it is provided. Investors must return periodically to see if any changes have been made to the model 

portfolio. The model portfolios’ positioning and risk are reviewed on a quarterly basis which may 

generate updated weights and holdings if necessary to meet portfolio construction goals. Note that an 

evaluation of the model portfolio does not mean the model will change. Model portfolios are also 

included in the Quarterly Fund Reviews with CIOs, which include positioning, performance, and 

attribution reviews. They may be reviewed more often if SAI determines in its discretion that more 

frequent reviews are necessary. 

 

Investing involves risk, including risk of loss. 

Stock markets are volatile and can fluctuate significantly in response to company, industry, political, regulatory, market, o r 

economic developments. Investing in stock involves risks, including the loss of principal. 



As with all your investments through Fidelity, you must make your own determination whether an investment in any particular 

security or securities is consistent with your investment objectives, risk tolerance, financial situation, and evaluation of the 

security. Fidelity is not recommending or endorsing this investment by making it available to its customers.  

Exchange-traded products (ETPs) are subject to market volatility and the risks of their underlying securities, which may 

include the risks associated with investing in smaller companies, foreign securities, commodities, and fixed income 

investments. Foreign securities are subject to interest rate, currency exchange rate, economic, and political risks, all of which 

are magnified in emerging markets. ETPs that target a small universe of securities, such as a specific region or market 

sector, are generally subject to greater market volatility, as well as to the specific risks associated with that sector, region, or 

other focus. ETPs that use derivatives, leverage, or complex investment strategies are subject to additional risks. The retur n 

of an index ETP is usually different from that of the index it tracks because of fees, expenses, and tracking error. An ETP 

may trade at a premium or discount to its net asset value (NAV) (or indicative value in the case of exchange -traded notes). 

The degree of liquidity can vary significantly from one ETP to another and losses may be magnified if no liquid market exists 

for the ETP's shares when attempting to sell them. Each ETP has a unique risk profile, detailed in its prospectus, offering 

circular, or similar material, which should be considered carefully when making investment decisions. 
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