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Al Is Here,
Now What?

ALEX BERNSTEIN: Hello, I'm Alex Bernstein and
you’re listening to The Alger Podcast: Investing in
Growth & Change. Alger’s Director of Market
Strategy, Brad Neuman, has already released a
number of pieces this year on the subject of Atrtificial
Intelligence (Al), including his recent Capital Markets
presentation, as well as his video “Al Questions
Answered”, both of which you can find at
www.alger.com. But questions about Al investing
continue to roll in, and fortunately Brad remains eager
to address the subject. Brad, thanks so much for
joining me this afternoon on the podcast.

BRAD NEUMAN: Yes, thanks for having me.

ALEX: Brad, you recently said that you consider Al
the most important innovation of our lifetime and that
it could be as significant as electricity or the Internet.
How could it be as significant as electricity?

BRAD: Well, so it’s a general-purpose technology, |
think, and so similar to electricity. Electricity pervaded
a bunch of different aspects of life. We built factories
around electricity. The internal combustion engine
was another general-purpose technology and not
only obviously did it transform transportation but we
built roads and highways and it even led to suburbs.
So, | think this is similar in that it's going to pervade
everything we do. | think it's going to be in music, in
movies, and our work life and our personal life.

So, | don’t think there will be an aspect that it won’t
touch. And in the past, we’ve built things that aid us
physically, but | think we’ve never really built
something that could aid us to this capacity
intellectually and particularly generate all kinds of
things from communication to stories, et cetera.
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ALEX: And you believe it's going to permeate
everything within our lifetime. So, what inning do you
think we’re in right now?

BRAD: Well, | think one thing to understand is that
this is going to happen much, much faster than
technologies of the past. So, let’s talk about the
internal combustion engine. For that to really pervade
society, you had to build roads, you had to put
shovels in the ground. All of society had to reorganize
around suburbs and those kinds of things. A huge
amount of work had to be done.

The Internet happened a little bit faster, but we still
had to build trenches in the ocean and put down fiber
optic cables. That’s not the case for artificial
intelligence. All the digital infrastructure is there. Yes,
we do have to build data centers. And so there are a
certain amount of picks and shovels that have to hit
the ground. But for the most part, a lot of this can be
rolled out digitally. It took the Microsoft operating
system a quarter of a century to reach a billion users.
We saw the Google applications like Google search
take more like around a decade. And | think you’ll see
things like ChatGPT reach a billion users in just a few
years.

ALEX: Do you think that we’re at a point where
almost any viable company needs to be having an Al
conversation with themselves to determine what their
future is going to look like?

BRAD: Yes, | can’t think of an industry that really
won’t be impacted by artificial intelligence, because
ultimately you might be tempted to think that more of
the labor intensive industries and services will be
impacted first and more labor will be impacted later.
But ultimately there will be robots, as scary as it is to
think about and they will have Al in them and so they
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will be able to do jobs like nursing, homecare, that
kind of stuff. So, | think it will affect every industry,
yes.

ALEX: One aspect of Al that | know we’ve already
released some papers on is “digital twinning”. What is
digital twinning and what are some different use
cases that we’re already seeing?

BRAD: A lot of our human existence | think is just
making predictions about the world. And to make
predictions about the world and how people will react,
and nature will react, you oftentimes have to do
experiments in the real world. And that can be costly
and take a long time. And so, for instance, when we
develop a new drug, we have to test it in animals and
in people to figure out a) if it's efficacious and b) what
the downside is, because the only way to know is to
put it in an actual biological entity and see what
happens.

Ultimately though, artificial intelligence may be able to
model these worlds. Well, everything from a factory to
physics for a rocket ship to ultimately the biology of a
human. And so we’ll be able to say well, if this
compound enters a virtual body, what will happen?
Will it kill the disease that it’s trying to kill and what
will be the repercussions? And so that takes say FDA
testing potentially down to days or weeks. And the
same could be said for launching rockets and
understanding how they all work in space, to many
other different industries.

ALEX: Brad, do you use Al?
BRAD: Yes.
ALEX: How do you use it?

BRAD: Well, | use it in my personal and business life,
so | think at work, artificial intelligence is helpful for
me for understanding what companies do and who
their customers are, how they make money.

Personally, | think artificial intelligence is good at
getting answers of course. But I'm one of those
people who’s kind of a guinea pig for new technology
and so I've given Al access, for example, to all of my
emails, personal emails and so I’'m able to ask it
questions like oh, did I, for a vacation I'm taking with
my family did | book such and such or do | still have to
do that and it can give me an answer. So, | think
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the more data, the more personal data and
professional data that we give Al the more helpful it's
going to be. And so yes, it's been helpful on both a
personal and a professional level.

ALEX: Brad, | think it's a known fact that some
investors, and particularly | would say, investors age
50 and over, remain wary of Al. They’re not exactly
sure what it is; they think it's a bubble or a passing
fad. What would you say to those investors?

BRAD: Well, | was in a branch office last week, and |
was surprised that some of the financial advisors
thought it was kind of a parlor trick and kind of just
entertainment, these large language models. And |
understand why the person said that. But | think,
again, going back to my earlier comments, Al will
become so much more powerful with the data that
you put in it, and it will really | think help you get
things done when two things happen. One, the right
data goes into it to make it smarter and more
applicable to your own life, and two, when it's able to
do something with that.

So, we’re just in the very early innings of having APIs
or connections with these chat bots in the outside
world. But | think soon Al will be able to actually book
a vacation or a flight for you, even charge your car for
you if you're driving an EV, that kind of thing. So, |
think it's going to be a real technology that’s going to
help people a lot more than they think.

Capital markets often get ahead of themselves with
regard to innovation. It's actually one of the beauties
of the capitalist system that when investors get
excited about something, capital gets allocated to it.
That happened with the Internet, it happened with
the internal combustion engine, it's happened all
throughout history.

That said, Google and Microsoft are talking about
investing over $100 billion in Al, and | think that’s
happening now. So, it’s real dollars. And | also think
that artificial intelligence is going to happen much
quicker than things like the Internet because there’s
less dirt and picks and shovels that have to hit the
ground. A lot of the infrastructure is digital, and | think
it'll be a lot easier to roll out than some of the
technologies of the past, like electricity, the internal
combustion engine and even the Internet. So, | think
it'll happen quicker than people think and | think it will
be more applicable to your life and more productive
than people think.
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ALEX: And why might an investor consider Alger
regarding Al investing?

BRAD: So, we've seen all kinds of innovations, from
the Internet to the mobile phone. So, Al is just a new
innovation. It’s clearly an important one, but we've
seen how it impacts industries and while history
certainly doesn’t repeat, it may rhyme and | think
there’s a lot of learnings that we’ve had from other
technologies that could be applicable. But more so |
think it's the process about how we go about
identifying winners and losers from change. We've
done that for a long time using proprietary research,
by talking to people in the field, customers, suppliers,
consultants, those types of people. And | think that
can help us get an edge and figure out who may win
and lose from artificial intelligence.

ALEX: Brad, thanks so much for talking with me this
afternoon.

BRAD: Thanks, Alex. Great talking with you.
ALEX: And thank you for listening. For more

information on Alger and Al investing, and how we
can help you unlock your growth potential, please

visit www.alger.com.
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The views expressed are the views of Fred Alger
Management, LLC (FAM) and its affiliates as of June, 2024.
These views are subject to change at any time and may not
represent the views of all portfolio management teams.
These views should not be interpreted as a guarantee of the
future performance of the markets, any security or any funds
managed by FAM. These views are not meant to provide
investment advice and should not be considered a
recommendation to purchase or sell securities. Holdings and
sector allocations are subject to change.

Risk Disclosures: Investing in the stock market involves
risks, including the potential loss of principal. Growth stocks
may be more volatile than other stocks as their prices tend to
be higher in relation to their companies’ earnings and may be
more sensitive to market, political, and economic
developments. Local, regional or global events such as
environmental or natural disasters, war, terrorism,
pandemics, outbreaks of infectious diseases and similar
public health threats, recessions, or other events could have
a significant impact on investments. Investing in innovation
is not without risk and there is no guarantee that
investments in research and development will result in a
company gaining market share or achieving enhanced
revenue. Also, developing technologies to displace older
technologies or create new markets may not in fact do so,
and there may be sector specific risks as well. As is the case
with any industry, there will be winners and losers that
emerge, and investors therefore need to conduct a significant
amount of due diligence on individual companies to assess
these risks and opportunities. Companies involved in, or
exposed to, Al-related businesses may have limited
product lines, markets, financial resources, or personnel
as they face intense competition and potentially rapid
product obsolescence. These companies may be
substantially exposed to the market and business risks of
other industries or sectors and may be adversely affected by
negative developments impacting those companies,
industries, or sectors, as well as by loss or impairment of
intellectual property rights or misappropriation of their
technology. Companies that utilize Al could face reputational
harm, competitive harm, and legal liability, and/or an adverse
effect on business operations as content, analyses, or
recommendations that Al applications produce may be
deficient, inaccurate, biased, misleading or incomplete, may
lead to errors, and may be used in negligent or criminal
ways. Companies exploring new technologies may face
regulatory, political or legal challenges that may adversely
impact their competitive positioning and financial prospects.
Past performance is not indicative of future performance.

The following represents the noted percentages of firmwide
assets under management as of March 31, 2024: Alphabet
Inc., 2.61%; Microsoft Corporation, 9.82%.

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 and ETF shares.
Fred Alger & Company, LLC serves as distributor of the Alger
mutual funds.

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
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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.

Alger Group Holdings, LLC (parent company of FAM and
Alger Management, Ltd.), FAM, and Fred Alger & Company,
LLC are not an authorized persons 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.

Important information for Investors in Israel: This material
is provided in Israel only to investors of the type listed in the
first schedule of the Securities Law, 1968 (the "Securities
Law") and the Regulation of Investment Advice, Investment
Marketing and Investment Portfolio Management Law, 1995.
The Fund units will not be sold to investors who are not of the
type listed in the first schedule of the Securities Law.

Before investing, carefully consider the Fund’s
investment objective, risks, charges, and
expenses. For a prospectus and summary
prospectus containing this and other information
or for the Fund’s most recent month-end
performance data, visit www.alger.com, call (800)
992-3863 or consult your financial advisor. Read
the prospectus and summary prospectus
carefully before investing. Distributor: Fred Alger
& Company, LLC. Listed on NYSE Arca, Inc. NOT
FDIC INSURED. NOT BANK GUARANTEED. MAY
LOSE VALUE.





