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Swinging at the
Right Pitches

BRAD NEUMAN, CFA
Senior Vice President
Director of Market Strategy

Warren Buffett sums up his most important lesson in
investing by referencing Ted Williams’ book, The
Science of Hitting. Williams was of course a Major
League Baseball player who ranks as the last batter to
hit over .400. He once divulged that his secret was to
wait for the right pitch. Buffett has commented, “That’s
exactly the philosophy | have about investing—wait for
the right pitch and wait for the right deal. And it will
come. It’s the key to investing.”

So how can investors apply Buffett's advice and hope to
benefit from it? By investing in focused strategies,
portfolios that typically hold 50 or fewer stocks and
include only managers’ highest conviction ideas—their
version of the right pitch.

Just as hitters have different views on what determines
a good pitch that is worthy of a swing, portfolio
managers have varying degrees of conviction about
their holdings in larger, diversified strategies. Research
supports the idea that managers’ highest conviction
positions are most likely to outperform. As a result,
focused portfolios have greater potential to generate
alpha.

This fact is not widely visible across the mutual fund
industry, however, which has evolved over the years to
effectively offer one-stop shopping. Investors have
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generally bought broadly diversified portfolios that
minimize risk relative to benchmarks, or tracking error,
while seeking relative outperformance. However, the
industry may have taken risk mitigation too far, as
evidenced by the large number of broadly diversified
strategies that are unable to outperform their
benchmarks. Investors may better handle risk
management by using a combination of focused
portfolios to achieve asset allocation targets rather than
investing with individual managers who hold a large
number of positions.

In our view, accepting more volatility or tracking error in
individual strategies can be a key solution for investors
who want more alpha. Putting multiple focused
strategies together in a thoughtful asset allocation plan
may make the most of managers’ skills and still provide
the desired diversification.

Focused strategies therefore offer a remedy to the
challenges associated with excessive diversification at
the individual strategy level and potentially produce
better results. We believe investors who allow portfolio
managers to swing only at the best pitches stand a very
good chance of winning.

Inspired by Change, Driven by Growth.



/ALGER

DISCLOSURE

The views expressed are the views of Fred Alger Management, Inc.
and Alger Management Ltd. (together with their affiliated entities
“Alger”) as of April 2018. Alger has used sources of information
which it believes to be reliable; however, this publication is not
intended to be and does not constitute investment advice. These
views are subject to change at any time and they do not guarantee
the future performance of the markets, any security, or any funds
managed by Alger.

Risk Disclosures: Investing in the stock market involves gains and
losses and may not be suitable for all investors. Growth stocks tend
to be more volatile than other stocks as the prices of growth stocks
tend to be higher in relation to their companies’ earnings and may
be more sensitive to market, political and economic developments.
Past performance is not indicative of future performance.
Please visit www.alger.com for additional risk disclosures.

Important Information for US Investors:

This material must be accompanied by the most recent fund fact
sheet(s) if used in connection with the sale of mutual fund shares.
Fred Alger & Company, Incorporated serves as distributor of the
Alger mutual funds.

Important Information for UK Investors:

The distribution of this material in the United Kingdom is restricted
by law. Accordingly, this material is provided only for and is directed
only at persons in the United Kingdom reasonably believed to be of
a kind to whom such promotions may be communicated by an
unauthorized person pursuant to an exemption under the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005
(the “FPQ”). Such persons include: (a) persons having professional
experience in matters relating to investments and (b) high net worth
bodies corporate, partnerships, unincorporated associations, trusts,
etc. falling within Article 49 of the FPO. Most of the rules made
under the FSMA for the protection of retail clients do not apply, and
compensation under the United Kingdom Financial Services
Compensation Scheme will not be available.

Important Information for UK and EU Investors:

This material is directed at investment professionals and qualified
investors (as defined by MiFID/FCA regulations). It is for information
purposes only and has been prepared and is made available for the
benefit investors. This material does not constitute an offer or
solicitation to any person in any jurisdiction in which it is not
authorised or permitted, or to anyone who would be an unlawful
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recipient, and is only intended for use by original recipients and
addressees. The original recipient is solely responsible for any
actions in further distributing this material and should be satisfied in
doing so that there is no breach of local legislation or regulation.

Certain products may be subject to restrictions with regard to certain
persons or in certain countries under national regulations applicable
to such persons or countries.

Alger Management, Ltd. (company house number 8634056,
domiciled at 78 Brook Street, London W1K 5EF, UK) is authorised
and regulated by the Financial Conduct Authority, for the distribution
of regulated financial products and services. FAM and/or
Weatherbie Capital, LLC, U.S. registered investment advisors, serve
as sub-portfolio manager to financial products distributed by Alger
Management, Ltd.

Fred Alger & Company, Incorporated is not an authorized person for
the purposes of the Financial Services and Markets Act 2000 of the
United Kingdom (“FSMA”) and this material has not been approved
by an authorized person for the purposes of Section 21(2)(b) of the
FSMA.
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