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I’'m extremely excited that because inefficiencies breeds
opportunities, and if we fully understand the competitive
moats of the companies that we study, we can uncover

a lot of opportunities to deliver alpha for our clients.

Whose advice should you trust? Actually, research
suggests that you can trust yourself if you are able to
distance yourself from your own situation. This self-
distancing can enable you to make wiser decisions in
investing and in life.

The ancient ruler King Solomon was said to be one of
the wisest monarchs in history. However, he was much
less wise in dealing with his own affairs. He did several
imprudent things, including taking hundreds of wives
and amassing more wealth than he ever needed.

One’s ability to reason more sensibly about someone
else’s problems than one’s own is known in psychology
as Solomon’s Paradox. Research shows that the act of
removing one’s ego or circumstances from a situation
may lead to better decision-making.

Dr. Igor Grossman and Dr. Ethan Kross designed an
experiment that found people who reasoned from a self-
distanced perspective showed higher wisdom scores in
various situations. The takeaway is that simply
distancing yourself from your situation can help improve
your reasoning ability.

We believe that self-distancing applies to investing as
well. Investors have many biases that interfere with
rational decisions. For example, when people consider
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buying or selling a stock, they may be influenced by
their own experience, such as whether they have
embedded gains or losses. Now this should not impact
a rational decision in a non-taxable account, yet time
and again it comes into play. Investors who incorporate
this type of extraneous information into their decision-
making suffer from loss aversion such that it is harder to
realize a loss than a gain, even when the prospective
future returns remain the same. Others may get so
caught up in a rising stock price that they fall victim to
confirmation bias and ignore important fundamental
developments or stop doing research altogether. Finally,
some investors may even be biased by not having any
exposure to an investment that performed strongly and
join the investing herd at an inopportune time, driven by
regret aversion, commonly referred to as fear of missing
out.

These biases are the reason individual investors often
underperform the underlying asset class in which they
invest. The average U.S. investor in diversified equity
funds underperformed those very same funds by more
than 75 basis points annually over a decade.

A distanced perspective may be a good way to combat
biases that lead to underperformance. We aim to adopt
a distanced perspective at Alger so that we can achieve
the best potential returns for our investors in our
disciplined, research-oriented approach.

Inspired by Change, Driven by Growth.
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DISCLOSURE

The views expressed are the views of Fred Alger Management, Inc.
and Alger Management Ltd. (together with their affiliated entities
“Alger”) as of September 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.

Fred Alger & Company, Incorporated 360 Park Avenue South, New York, NY 10010 / www.alger.com
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