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economy, even as many commentators incorrectly

use Airbnb to stay in a private owner’s home, the data

forecasted recessions. We’ve noted before that
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For example, a recent CPI inflation report of 1.7% was
below economists’ predictions, and many headlines
interpreted it as a sign of continuing weakness in the
economy. Many pointed out the “dramatic drop” of 4.2%
in the data for “lodging away from home,” i.e., travel.
The travel industry, however, is far from weak, based on
Alger analysts’ in-depth research. In this video, I thought
I’d use the travel industry to give you a more detailed
understanding of what’s really happening in part of the
economy and how Alger uses its investment process to
understand it.
First of all, the internet has had a tremendous impact on
the travel industry. The rise of online travel agencies
and search engines to help consumers find hotels, book
flights and plan vacations allows consumers to see what
is available and make their own decisions about what
they want to pay for vacations. As competition for
Americans’ travel dollars has increased, the result has
been lower prices and more choices.

household income. This is all part of the accelerating
changes taking place in our economy that are difficult
for traditional statistics created decades ago to capture
or measure.
Furthermore, the effect isn’t new. The price of travel has
fallen over the last few decades, and it has been a
tremendous benefit to most everyone, with more people
every year travelling not just locally but also
internationally because they can afford to. The
enjoyment of travel and new experiences with friends
and family is a positive value to "living standards" that
are hard to measure, but they are significant I think we
can all agree.
Our point isn’t just about the economy, but rather the
growth opportunity for many sectors. Travel is now a
significant growth driver on a global scale because of
the “rising middle class” in the emerging markets. The
prime example is China. Ten years ago, the number of
Chinese who traveled outside their country was
relatively insignificant: less than 40 million. But last year,
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with the Marriott or the Holiday Inn for travelers. This
has a growing impact on standard economic
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New York in particular is a popular destination for
foreign travelers and when we compare its tourism
numbers to those of cities such as London and Paris, we
see a very healthy industry. For example, that increase
of two million Chinese tourists in New York City over the
last five years would require eight to 10 million more
hotel room nights of capacity. In 2016 Manhattan had
only 91,500 rooms or 33 million room nights of capacity.
Thus the growth in Chinese tourists alone could require
nearly a third of all New York City’s hotel rooms. It’s
analysis like this that suggests to us at Alger that the
building boom in many leading cities of the world, which
are also tourism leaders, is not evidence of overheated
markets but instead a great growth trend likely to stay
for a while. The number of Chinese tourists in the U.S. is
expected to double by 2020 to more than 6.5 million,
which would still be less than 0.5% of China’s
population. From commercial construction, to
restaurants, entertainment and the wide variety of
tourism-related services, travel drives a great deal of
economic vitality.
In this episode of Alger on the Record, I’ve shared some
Alger insights into one industry and one great growth
trend we follow to illustrate how Alger analysts dissect
industries and look for investment opportunities, and
also why headline "data" often doesn’t offer insights into
what’s really happening with an industry, consumers, or
the economy.
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The views expressed are the views of Fred Alger Management, Inc.
and Alger Management Ltd. (together with their affiliated entities
“Alger”) as of October 2017. 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.

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.
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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.

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.

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.

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.

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.

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
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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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