
Key takeaways 

•	 Equity extension strategies target benchmark-plus returns by pairing long 
and short equity exposure without increasing overall market risk.

•	 Fidelity Fusion Alpha Equity Extension seeks to generate excess returns using 
fundamental alpha capture in a long-short portfolio with beta‑one exposure.

•	 The Fidelity equity extension strategy uses a unique internal alpha 
capture program to harness Fidelity’s best fundamental ideas to pursue a 
differentiated source of alpha.

•	 Fidelity’s offering seeks alpha that is driven by fundamental research, highly 
differentiated, scalable, and focused on idiosyncratic returns, rather than 
broad-market factors or style factors.

What are equity extension strategies?
Equity extension strategies seek to generate total return above that of the 
benchmark without increasing overall market risk. An equity extension 
portfolio combines long positions in securities expected to outperform with 
short positions in securities expected to underperform. Proceeds from the 
short sales enable these strategies to fund additional long positions and/or 
express higher conviction in existing long positions, creating an “extension” 
above a 100% long only exposure. For example, the proceeds from a 50% 
short position may be invested in long positions to create a 150% long position.
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Exhibit 1: How a typical equity extension strategy is built

Extension Structure Portfolio Construction Return Attribution

Net Exposure = 100%

150% Long (example)

50% Short (example)

Longs Expected  
to Outperform

Shorts Expected to 
Underperform

Long Alpha + Short Alpha

Predominantly Idiosyncratic

Low Factor Reliance

For illustrative purposes only. Source: Fidelity Investments, as of 3/2/26.

What institutional investors like about extension strategies
Equity extension strategies can help improve portfolio efficiency by allowing active investment in both positive 
and negative security-level views, rather than relying solely on relative overweights and underweights in a 
traditional long-only framework.

When implemented carefully, equity extension strategies can allow stock selection to play an expanded role in 
driving returns without materially altering the portfolio’s overall risk profile.

Potential benefits of equity extension strategies may include:
•	 Better risk-adjusted returns driven by the increased flexibility to invest in long-alpha and short-alpha ideas.

•	 The ability to generate alpha in both rising and falling markets.

•	 Increased portfolio efficiency relative to traditional long-only portfolios, partly due to the removal of 
benchmark tracking and portfolio construction constraints.

How extension strategies have evolved
Equity extension strategies that focused on quantitative investment processes gained popularity in the early 
2000s. More recently, improvements in data availability, portfolio construction, and risk management have 
enabled more targeted implementations, which have increased investor interest in approaches that emphasize 
security-specific insights and eliminate reliance on traditional factor bets and sector exposures.

We believe Fidelity’s Fusion Alpha strategy is different
Fidelity Fusion Alpha Equity Extension systematically captures security-level insights from Fidelity’s fundamental 
research analysts, portfolio managers, and alternative data. The strategy focuses on identifying and investing in 
idiosyncratic return opportunities—both long and short, rather than relying on factor bets or style tilts.

A Fidelity paper titled “Unlocking alpha,” describes in detail how the Fidelity Quantitative Research and 
Investments (QRI) team generates and leverages these signals.

https://eng4e.seismic.com/i/1___YiDepPVMlDZSUg4DA66jxhmRM7CYPLUSSIGNYnjZvtOcueobxQ2q9brvGFsBGcOrfrVr8RJBDUz9VQ1ssma9t1Zhk1rECkaTkgYqoQlnovHuxgNvYinkkoAapy0TMiOOhj5qe
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Fidelity Fusion Alpha Equity Extension 
draws on three categories of 
differentiated data
1.	 Fidelity analyst research: It leverages internal 

analyst ratings, estimates, research notes, price 
targets, and paper portfolios.

2.	 Portfolio manager data: The Fidelity QRI team 
tracks and generates signals from active fund 
weightings relative to each respective benchmark 
on stock positions that represent about 85% of 
available equities.

3.	Alternative data: Long-term growth and earnings 
forecasts, point-of-sales data, geolocation data, 
and more are used to predict key performance 
indicators for companies.

How the portfolio is constructed
The strategy is typically implemented using a 
150/50 structure. The split can vary, but it often 
seeks 150% long exposure funded by 50% short 
exposure, resulting in a net exposure close to 100%. 
Short positions are selected based on the same 
fundamental framework as long positions and are 
an integral part of the return-seeking process, rather 
than a byproduct of risk management. QRI testing 
indicated that 150/50 it is the optimal portfolio 
for the alpha model and best leverages the 
uncorrelated alpha signals.

The portfolio targets an information ratio greater 
than one and seeks to deliver excess returns from 
idiosyncratic risk, not factor bets. This is important 
because, as noted earlier, the higher the allocation 
to market factors, the greater the source of hidden 
volatility. Unintended exposures to specific factors 
(mid-caps, value, growth momentum, and more) can 
erode portfolio performance and, if left unchecked, 
cause portfolios to drift away from a strategy’s stated 
risk parameters and return goals.

Fidelity’s QRI team captures ideas from the 

firm’s actively managed equity strategies, 

fundamental analyst research, and 

alternative data to create portfolios with 

the potential for alpha-producing results 

with high risk-adjusted returns.

What is different about Fidelity’s equity 
extension strategy
Fidelity’s strategy is 1) systematic in nature, 2) 
fundamentally driven, 3) scalable, 4) differentiated, 
and 5) capable of generating returns from 
idiosyncratic risk.

Taking these one at a time …

1.	 Systematic nature means the strategy is 
process driven, and devoid of any discretionary 
changes from management. It is a systematic 
implementation of Fidelity’s fundamental 
intellectual property.

2.	 Fundamentally driven means that the Fidelity QRI 
approach leverages proprietary fundamental data, 
unlike quantitative strategies based on factors.

3.	 Scalable means the strategy can add value for 
clients with substantial portfolios. This also is the 
case as portfolios grow over time.

4.	 Differentiated means it benefits from a 
proprietary research approach (one that will not 
be shared outside of Fidelity).

5.	Capable of generating returns from idiosyncratic 
risk means that it targets 90% to 95% of the risk 
coming from idiosyncratic, or stock-level, sources.
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What the Fidelity Fusion Alpha Equity Extension may offer investors
The strategy can either complement or replace core equity allocations, seeking incremental return 
potential without changing overall equity exposure.

How leverage and shorting work in the Fidelity strategy
The QRI team uses a methodical approach to managing long and short positions and the accompanying 
risks. This includes:

•	 Oversight and risk management that’s integrated into all aspects of the investment process (alpha 
modeling, optimization, portfolio construction, trading, and more).

•	 Understanding that shorting changes the risk relationship, and that it differs from underweighting 
versus the benchmark position. Shorting requires a robust short-selling infrastructure and rigorous 
oversight, which the QRI team possesses.

•	 Awareness of concentration risk and degrees of freedom from the benchmark relative to a long-only 
portfolio, and the fact that a 150/50 strategy can lead to greater diversification.

At Fidelity, our investment approach reflects decades of fundamental research, a deep reservoir of investment 
talent, and a disciplined, systematic process that seeks to translate differentiated insights into consistent, 
repeatable performance outcomes.

By focusing on idiosyncratic return sources and carefully managing leverage and short exposure, Fidelity Fusion 
Alpha Equity Extension can help clients potentially earn more from their core equity exposure without changing 
its role in the portfolio. Fidelity Fusion Alpha Equity Extension is fundamentally driven, systematically managed, 
scalable and intentionally constructed to avoid unintended factor exposures, allowing stock selection to be the 
primary driver of results.

For allocators seeking to enhance return potential while maintaining a familiar equity risk profile, 
equity extension strategies, when grounded in strong research and disciplined execution, can play a 
compelling role in modern portfolios.
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Information presented herein is for discussion and illustrative purposes only and is not a recommendation or an offer or a solicitation to buy or 
sell any securities. Views expressed are as of 3/2/26, 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.
Unless otherwise expressly disclosed to you in writing, the information provided in this material is for educational purposes only. Any viewpoints 
expressed by Fidelity are not intended to be used as a primary basis for your investment decisions, and are based on facts and circumstances at 
the point in time they are made and are not particular to you. Accordingly, nothing in this material constitutes impartial investment advice or 
advice in a fiduciary capacity, as defined under the Employee Retirement Income Security Act of 1974 or the Internal Revenue Code of 1986, 
both as amended. 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 the products or services and may 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. Before making any investment decisions, you should take into account all of the particular facts and circumstances 
of your or your client’s individual situation and reach out to an investment professional, if applicable.
This content contains statements that are “forward-looking statements,” which are based upon certain assumptions of future events. Actual 
events are difficult to predict and may differ from those assumed. There can be no assurance that forward-looking statements will materialize, 
or that actual results will not be materially different from those presented.
Past performance is no guarantee of future results.
Investing involves risk, including risk of loss.
Diversification and asset allocation do not ensure a profit or guarantee against loss.
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. The value of a strategy’s investments will vary 
daily in response to many factors, including adverse issuer, political, regulatory, market or economic developments.
The value of a strategy’s investments will vary in response to many factors, including adverse issuer, political, regulatory, market, or economic 
developments. The value of an individual security or a particular type of security can be more volatile than and perform differently from the 
market as a whole. Nearly all accounts are subject to volatility in non-U.S. markets, either through direct exposure or indirect effects on U.S. 
markets from events abroad, including fluctuations in foreign currency exchange rates and, in the case of less developed markets, currency 
illiquidity. Events such as natural disasters, pandemics, epidemics, and social unrest in one country, region, or financial market may adversely 
impact issuers in a different country, region, or financial market. Performance could be negatively impacted if the value of a portfolio holding 
were harmed by such political or economic conditions or events. Moreover, such negative political and economic conditions and events could 
disrupt the processes necessary for investment operations.
As a result of the factors used in the quantitative analysis, the weight placed on each factor, and changes in the factor’s historical trends, 
securities selected using quantitative analysis can perform differently from the market as a whole, or securities selected using only fundamental 
analysis. The factors used in quantitative analysis and the weight placed on those factors may not be predictive of a security’s value. If the 
factors that affect a security’s value change over time and are not adequately reflected in the quantitative model, the strategy may fail to 
achieve its investment objective.
Strategies that utilize short selling are subject to the risk of additional volatility and decreased liquidity. Potential losses from an uncovered short 
position in an equity security are unlimited. Losses could occur if short sales were poorly correlated with the strategy’s other investments, or if 
the adviser were unable to liquidate its positions because the market for securities subject to short sales is or becomes illiquid. There is the risk 
that the instruments borrowed by clients in connection with short sales would need to be returned to the lenders on short notice. If such 
request for return of instruments occurs at a time when other short sellers of the same instrument are receiving similar requests, a “short 
squeeze” can occur, wherein clients might be compelled, at the most disadvantageous time, to replace the borrowed instruments previously 
sold short with purchases on the open market possibly at prices significantly in excess of the proceeds received earlier in originally selling the 
instruments short. Short sales may be restricted in response to market events and/or regulation. Furthermore, additional costs may be incurred 
in connection with short sale transactions, and the ability to continue to borrow a security is not guaranteed. Such restrictions and costs may 
prevent the full implementation of such investment strategies and may have a material adverse effect on them.
Third-party marks are the property of their respective owners; all other marks are the property of FMR LLC.

“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), FIAM LLC, a registered investment adviser, and Fidelity Diversifying Solutions LLC (FDS), a 
registered investment adviser, commodity pool operator, and commodity trading adviser.
Products and services may be managed by the Fidelity Investments companies of FIAM LLC or FDS and may be presented by Fidelity 
Distributors Company LLC, Fidelity Institutional Wealth Adviser LLC, or Fidelity Brokerage Services, LLC, Member NYSE, SIPC, each a non-
exclusive financial intermediary that is affiliated with FIAM LLC, and FDS or Fidelity Investments Canada ULC and FIL Limited, all of which are 
compensated for such services.
© 2026 FMR LLC. All rights reserved.
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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 3/26/26, 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.
Portions © 2026. FMR LLC. All rights reserved. Used with permission.
U.S.: 1.9922348.100     FCI-4974851     CAN: 5002001-v2026917
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