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Shorting is very hard because the market goes go up 

more often than not. And there’s a great deal of 

satisfaction in getting things right when you know that 

it’s a difficult task. Alger is a great organization to be 

able to employ that deep fundamental research and also 

do it in a way that it benefits the long funds as well.

It’s a common misconception that shorting is the 

opposite of what one looks for on the long side; they’re 

actually quite different. For starters, the market goes up 

2/3s of the time. As a result, as a short seller, you’re 

effectively going against the grain. You have to have 

different idea generation, tactics, execution, and 

different methodologies. As a short seller, you’re looking 

to make money in the first one or two quarters. The 

passage of time is the enemy of the short seller and is 

to the benefit of a long investor, and that’s why catalyst 

investing is so important on the short side.

Psychology is very important. You make an awful lot of 

money on the short side when investors go from being 

optimistic to pessimistic and nervous. As a result, we 

look at things like short interest ratios or put call ratios 

or technical analysis. Managements are not necessarily 

always forthcoming. You have to think like a detective 

and you have to use things such as forensic accounting.

The first goal of shorting is to make money. In order to 

do so, you have to be outstanding at stock selection 

because the deck is stacked against you. Fortunately, 

fundamental bottom up stock selection is something that 

we have an expertise here at Fred Alger.

The other thing is that you have more of your capital 

employed. If you’re running a portfolio that’s 100% long 

and 20% short, you’re 80% exposed to the market, but 

you have 120% of your capital working for you. If you’re 

a good stock picker, you can make money on both 

sides.

And then having a short book allows you to be hedged 

on the downside when the market declines. Doing so 

allows you to be in an offensive mindset and also make 

less emotional decisions. When the market is declining, 

because you’re in an offensive mindset, you might be 

covering your shorts, which you’re monetizing at a 

profit, and adding to your long positions which you hope 

will rebound when the market bounces. Similarly, when 

the market is rallying, you’re able to take profits on the 

long side and start to get into short positions at really 

advantageous prices.

Short selling works with Alger’s investment style 

because at Alger we pride ourselves on unbiased 

critical thinking. This is a great organization to bring that 

discipline, that depth of research in order to execute on 

what is a very difficult, but a very necessary part of the 

process.

Why Short Stocks?
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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 2019. 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. Please visit 

www.alger.com for additional risk disclosures. Past performance is 

not indicative of future performance. Investors whose reference 

currency differs from that in which the underlying assets are 

invested may be subject to exchange rate movements that alter the 

value of their investments.

Short sales could increase market exposure, magnifying losses and 

increasing volatility.

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 “FPO”). 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 

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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