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KEVIN COLLINS: Hello. This is Kevin Collins, Client
Portfolio Manager at Alger. Welcome to our emerging
markets update with Portfolio Manager Deborah Veélez
Medenica. In this podcast, Deborah discusses the strong DEBORAH VELEZ
performance of emerging markets, her optimistic outlook MEDENICA, CFA _
for the asset class, and her fundamental research strategy. e oo
This is a particularly compelling time to be looking at

emerging markets as they've recently attracted abundant

investor attention given the strong relative performance.

Deborah, thank you so much for joining me today. Can you
start by discussing the performance of emerging markets
and giving us some perspective on the asset class?

DEBORAH MEDENICA: | think we were already looking at
a very good year for emerging markets as we came into
this year. | mean, we were talking about 20 percent
earnings growth. Performance has been a bit of catch up
on last year, a bit of people excited about the earnings
outlook across the emerging world and a bit of multiple
compression.

But if you were just to look operationally, country by
country, for the most part we had very strong earnings last
year. Low double digits. And the performance in the equity
market didn't really reflect all of that earnings. So, | think
this year is a bit of catch up, a bit of multiple narrowing.



One of the ways that you can do a developed markets to
emerging markets comparison is to look at the discount on
the forward price earnings. And you have a little bit of
confidence around the earnings. And | think this year and
next year, when we're looking at the estimates that
consensus is throwing out, those numbers look very
realistic.

| think that people have gotten a little bit myopic about
returns in emerging markets and they're very focused on
this near term. What | like to remind people is that this is
really a young asset class. If you look at the inception of
the index from 1989 through the end of 2016, emerging
markets, on a per annum basis, has outperformed the
developed world by almost 400 basis points. And if you
look at just the last ten years, 2006 to the end of 2016, it's
outperformed by almost 300 basis points. So this really is
an asset class about a very fast changing world.

KEVIN: What factors other than earnings growth and
valuations make this an attractive time for investing in
emerging markets?

DEBORAH: Brazil, some of the shorter term indicators
that you would look at to see if an economy is stabilizing
have started to improve. And in Russia, the expectations
for 2017 were that Russia was going to begin growing after
we've had a couple of years of subdued growth there. And
it looks like we can maybe bring that forward a little bit. So
those are two of the so-called BRIC markets.

KEVIN: Let's talk about geopolitics — which has been a
concern recently. How do you manage geopolitical risk
when managing your portfolio?

DEBORAH: Geopolitics, economics, military movements -
all of these very newsworthy items are constant in the
emerging world. So, one of the reasons why the emerging
world has a discount to the developed world is because
we're very used to having what | call "noise" in our markets.

Sometimes there's more than noise, and a lot of times it's
just noise. This year, there have been a few notable



geopolitical issues that have gotten the attention of
markets and market participants. And it's something that
filters into our top down analysis when you're thinking
about your risk parameters.

So for example, more volatility in the currency might make
people nervous. New administration, maybe not a
continuation of previous policies. We might not want to be
aggressively overweight in that country. And that's how it
feeds into your decision-making process.

So, we see if we can't put some parameters, some
probabilities and some pricing around them when we think
about how you make allocations between markets.

But at the end of the day, we are not military or geopolitical
strategists, we're stock pickers. And that's really what we
try to do here - pick the stocks that are going to get you
those great portfolios, to get you those returns over the
longer term.

KEVIN: Deborah, can you tell us a little bit more about
how you sector selection plays in your process?

DEBORAH: People still think we're a very commodities/
energy heavy type of place. And emerging markets are
always very dynamic, but we've had a lot more issuance in
the technology sector. And we've had a lot more growth in
the consumable sector.

When you look at the composition of the indices today,
information technology is actually the largest component
of the MSCI Emerging Markets Index, and certainly when
we think about positive dynamic change and issues around
growth and innovation, technology is an area where we
found a lot of interesting companies that fit the type of
profile that we like to think about here for growth.

We always talk about this idea of middle class
consumption, because it's such a powerful global change
factor. The pace of consumption is moving so fast that in
those next few years we're going to have about 60 million
people a year and if you think about in U.S. terms, that's
taking the population of California and New York and
throwing it at middle class consumption every year.



And that means by the time we get to around 2020, for the
first time in history we'll have a larger consumption class
around the globe than we will a class of people in poverty.
So, | just think this idea of middle class consumption is
very powerful. We used to talk about it - it's coming, it's
coming, it's coming. And now it's here. And we already
have a few years of data where we can say it's beginning to
transform the world. Today, we spend about 35 trillion U.S.
dollars in consumption around the globe. And that
number's almost going to double over the next 10 to 15
years, so we'll go from 35 trillion to around 60 trillion. So
that type of growth — that 60-70% growth we're going to
see - is pretty much all coming from the emerging world.

KEVIN: You mentioned to me that you've had a recent
"surprise" in financials?

DEBORAH: The surprise in financials, if you want to call it
a surprise, has been that we have been underweight
financials for a number of years, because we were
underweight Chinese banks. And in the case of China, we
had very big banking deregulation happen a few years
back, where they liberalized lending rates and liberalized
deposit rates. Whenever you have big bang in the banking
industry, it usually takes a little bit for the industry to
adjust. And China was no exception. And what you saw for
the last couple of years was actually reported non-
performing loans, going up quarter over quarter. So, their
reporting was becoming more realistic. And what we saw
in the back half of 2016 was that net interest margins had
actually stabilized and they were no longer compressing as
fast.

So one of the reasons that we became interested in the
Chinese banking sector again was that you could see an
environment where the banks now know how to operate
with lending and deposit rates. So, Chinese banks, after
being unattractive for so long, began to look attractive.

KEVIN: Deborah, at Alger, we believe innovative
companies are often attractive investment opportunities
because they have potential to rapidly grow earnings. How
does innovation play in emerging markets? What's the
difference applying innovation themes in emerging



markets to that of the developed world?

DEBORAH: How people think about innovation here in the
United States is very different than how you might think
about innovation in the emerging world. When we talk
about this idea of the middle class, the per capita incomes
in the emerging world are much lower than in the
developed world.

So you have to, as a company, think about how you
innovate a product and service to get to the volumes and
the mass market that you need. One of the examples |
could give you is the case of India.

People have heard me talk about how the sub $100
smartphone has been pretty transformational to the
emerging world. So just this month, a new disruptive
entrant into the Indian cellular market announced that
they will begin beta testing a sub $25 smartphone. So, if a
sub $100 smartphone is powerful in terms of getting to the
masses, think about a sub-$25 smartphone.

Another way to think about innovation is platforms on the
Internet. We actually have more Internet users in China,
given the size of the population, than we have here in the
United States. And we have a company there thatis a
social media giant.

And they have an ecosystem around their online chat
service which actually has more users than there is a
population here in the United States. And they grow at
about 55 percent year over year revenue growth. And they
continue to find ways to keep users on their system.

So, there's lots of room to do things on the advertising
space, things that are more interesting to the gaming user
in Asia, whereas we really don't have a compare here in the
United States.

KEVIN: One last question I'd like to ask you is regarding
sustainability. Do you factor ESG and sustainability into
your stock-picking process?

DEBORAH: | think if you're an emerging markets investor,
and you've been doing this for a while, you are always



thinking about governance, and you're always thinking
about sustainability. If you're going to forecast a
company's income statement and balance sheet for some
period of time, you want to have some comfort around the
visibility on those numbers.

And if you think about issues related to sustainability,
whether it be around carbon footprint or around labor
practices, you want to have some sense that they're
moving in a direction that is constructive for the overall
viability and visibility of those numbers.

| just remind people when we're dealing with emerging
markets we're dealing with 20 to 30 countries all at various
different stages of their economic progress and all with
different rules and regulations on their national front. And
so, you're trying to be conscious of nuances that might be
different one place for another. They're not at the same
stage of their development. That's why | say it's important
to take these issues into consideration when you're
thinking about the longevity and viability of the numbers
that you're forecasting. And | toss corporate governance
up there with sustainability, equally as important. Because
you want to be sure that you are going to be afforded the
same rights as a larger investor.

KEVIN: Deborah, thanks so much for your time - and
thank you to our listeners for joining us. If you would like
more information on the Alger Emerging Markets Strategy,
please visit Alger.com.

The views expressed are the views of Fred Alger Management, Inc. These views are subject to change
at any time and should not be interpreted as a guarantee of the future performance of the markets,
any security or any strategies managed by Fred Alger Management, Inc. These views should not be
considered a recommendation to purchase or sell securities. Individual securities or
industries/sectors mentioned, if any, should be considered in the context of an overall portfolio and
therefore reference to them should not be construed as a recommendation or offer to purchase or
sell securities.

Risk Disclosure: 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 price of growth stocks
tends to be higher in relation to their companies” earnings and may be more sensitive to market,
political and economic developments. Investing in companies of all capitalizations involves the risk



that smaller issuers in which the Fund invests may have limited product lines or financial resources,
or lack management depth. Special risks associated with investments in emerging country issuers
include exposure to currency fluctuations, less liquidity, less developed or less efficient trading
markets, lack of comprehensive company information, political instability and different auditing and
legal standards. Foreign currencies are subject to risks caused by inflation, interest rates, budget
deficits and low savings rates, political factors and government controls. Some of the countries
where the Fund can invest may have restrictions that could limit the access to investment
opportunities. The securities of issuers located in emerging markets can be more volatile and less
liquid than those of issuers in more mature economies. Investing in emerging markets involves higher
levels of risk, including increased currency, information, liquidity, market, political and valuation risks,
and may not be suitable for all investors.

The Morgan Stanley Capital International (MSCI) Emerging Markets Index is a free float adjusted
market capitalization index that is designed to measure equity market performance in the global
emerging markets. Investors cannot invest directly in any index. Index performance does not reflect
the deduction for fees, expenses, or taxes.

The Retirement Plan Advisory Group (RPAG) Scorecard System methodology incorporates both
quantitative and qualitative factors into evaluating fund managers and their investment strategies.
The scoring system is built around pass/fail criteria, on a scale of O to 10 (with 10 being the best).
80% of the fund'’s score is quantitative, incorporating modern portfolio theory statistics, quadratic
optimization analysis, and peer group rankings (among a few of the quantitative factors). Funds are
evaluated over a five year period. The other 20% of the score is qualitative, taking into account
manager tenure, the fund's expense ratio relative to the average fund expense ratio in that asset
class category, and the fund’s strength of statistics (statistical significance). Other criteria that may
be considered in the qualitative score includes the viability of the firm managing the assets,
management or personnel issues at the firm, and/or whether there has been a change in direction of
the fund’s stated investment strategy. Combined, these factors are a way of measuring the relative
performance, characteristics, behavior, and overall appropriateness of a fund for inclusion into a plan
as an investment option.

For U.S. Mutual Fund Investors: Before investing, carefully consider the Fund's investment
objective, risks, charges, and expenses. For a prospectus or summary prospectus containing this and
other information about the Fund, call (800) 992-3863, visit www.alger.com, or consult your financial
advisor. Read the prospectus carefully before investing. For a complete list of Fund portfolio holdings
please visit www.alger.com. Distributor: Fred Alger & Company, Incorporated, Member NYSE
Euronext, SIPC. NOT FDIC INSURED. NOT BANK GUARANTEED. MAY LOSE VALUE.

For Non-U.S. Investors: This information is furnished to you by Fred Alger Management, Inc. ("Fred
Alger Management"). Alger Management, Ltd. serves as investment manager to the Alger SICAV -
The Alger American Asset Growth Fund and Fred Alger Management serves as sub manager.
Information related to the Alger SICAV is authorized for distribution only when accompanied or
preceded by a current prospectus of the Alger SICAV, which contains more information about risks,
charges and expenses. Please read the prospectus carefully before investing or sending money. Sales
of shares in the Alger SICAV, the subject of this information, are made on the basis of the prospectus
only and this information does not constitute an offer of shares in the Alger SICAV. An investment in
the Alger SICAV entails risk, which are described in the prospectus. Investors may not get back the
full amount invested and the net asset value of the Alger SICAV Fund will fluctuate with market
conditions. Exchange rate fluctuations and Alger SICAV charges also affect the return to the investor.
The holdings are subject to change. There is no assurance that the Alger SICAV objectives will be
attained.

No shares in this Alger SICAV may be offered or sold to U.S. persons or in jurisdictions where such
offering or sale is prohibited. U.S. persons include citizens or residents of the United States of
America. For a proper definition of U.S. Person see the Alger SICAV prospectus. Investment in the
Alger SICAV may not be suitable for all investors. Investors with any doubts with regard to suitability
should contact their independent investment advisers. Nothing in this information should be
construed as advice. Shares of the Alger SICAV are not deposits or obligations of any bank, are not
guaranteed by any bank, are not insured by the FDIC or any other agency, and involve investment
risks, including possible loss of the principal amount invested.

Important information for UK investors: The Alger SICAV does not have a place of business in the
United Kingdom and is not authorized under the Financial Services Act 1986 (the "Act"). As a
consequence, the regulatory regime governing an investor's rights with respect to the Alger SICAV
(and its similarly unauthorized overseas agents) will be different than that of the United Kingdom.
Investors will not, for example, be entitled to compensation under the United Kingdom's Investors
Compensation Scheme. The Alger SICAV is an unregulated collective investment scheme under the
laws of the United Kingdom and, therefore, can be promoted in the United Kingdom only to persons
in accordance with the Act and the Financial Services (promotion of Unregulated Schemes)
Regulations 1991 (the "Regulations"). Accordingly, this information may not be distributed in the
United Kingdom other than to persons authorized to carry on investment business under the Act,



persons whose ordinary business involves the acquisition and disposal of property of the same kind
as the property or a substantial part of the property in which the Alger SICAV invests and persons
permitted to receive this information under the Regulations. In addition, this information may not be
issued or passed on in the United Kingdom to any person, other than to persons to whom the
information may otherwise lawfully be issued, unless that person is of a kind described in Article
11(3) of the Financial Services Act of 1986 (Investment Advertisements) (Exemptions) Order 1996 (as
amended).

Alger Management, Ltd. (company house number 8634056, domiciled 78 Brook Street, London
WI1K 5EF, UK) is authorised and regulated by the Financial Conduct Authority for the
distribution of regulated financial products and services. La Francaise AM International has a
signed agreement with Alger Management Ltd, whereby La Francaise AM International is
authorized to distribute Fred Alger Management Inc. products in Europe.





