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Spooky Curve?

A topical discussion in many publications may have you “spooked”: the U.S. yield curve has
been flattening. However, it is important to note that even if the yield curve does invert, U.S.
equity markets may first deliver a “treat.” In fact, over the past few decades, investors who
sold equities immediately after the yield curve inverted, in advance of an expected “trick,”
would have missed out on material gains.

Equity Performance after Initial Yield Curve Inversion
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Source: FactSet, St. Louis Federal Reserve, Alger.
Equity performance reflects S&P 500 price change. Dates reflect a negative spread between the 10-year and 2-year Treasury notes.

* The yield curve is a powerful signal for markets and the economy. An inversion in the curve
(negative spread between the 10-year and 2-year Treasury note yields) often signals a reces-
sion. However, it is also an early signal, with inversion historically occurring nearly two years
prior to recessions on average in the U.S. Thus equity investors, prior to these recessions,
would have received an average 22% return through the following equity peak.

- Additionally, there is new evidence that suggests that other measures of the yield curve do
a better job at forecasting recessions (see Alger on the Money “A New Curve?”). In fact, the
signaling mechanism of the yield curve may be impaired when starting at very low levels of
interest rates, similar to what has been experienced in the U.S.

» Experienced investors understand there are many ways to assess future market potential
and the most successful investors understand that in the long run, individual company
fundamentals are the most important factors to consider.
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The views expressed are the views of Fred Alger Management, Inc. (“FAM”) and Alger Management, Ltd. (“AML") as of October 2018. 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 Fred Alger Management, Inc. These views are not
meant to provide investment advice and should not be considered a recommendation to purchase or sell securities. FAM serves as sub-advisor to AML.

Risk Disclosure: Investing in the stock market involves gains and losses and may not be suitable for all investors. Investment return and principal value of an investment will
fluctuate so that an investor's shares, when redeemed, may be worth more or less than their original cost. Many technology companies have limited operating histories and
prices of these companies’ securities have historically been more volatile than other securities, especially over the short term. Technology companies may also face increased
competition, government regulation, and risk of obsolescence due to progress in technological developments.

Funds authorized by the Swiss Financial Market Supervisory Authority FINMA for distributing their shares publicly in Switzerland: for interested parties, fund regulations or
the articles of incorporation, the key investor information document (KIID) and the full prospectus, in their current versions, as well as the annual and semi-annual reports are
provided free of charge at the representative in Switzerland. ACOLIN Fund Services AG, Affolternstrasse 56, CH-8050 Zurich. Paying agent in Switzerland is Neue Helvetische
Bank AG, Seefeldstrasse 215, CH-8008 Zurich.

Important information for UK investors: Fred Alger & Company, Incorporated is not an authorised person for the purposes of the Financial Services and Markets Act 2000
of the United Kingdom (“FSMA") and the information shown has not been approved by an authorised person for the purposes of Section 21(2)(b) of the FSMA. The presenta-
tion of this information in the United Kingdom is restricted by law. Accordingly, this information 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 unauthorised 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 corpo-
rate, partnerships, unincorporated associations, trusts, etc. falling within Article 49 of the FPO. The services provided by Fred Alger & Company, Incorporated and its affiliated
entities and the investment opportunities to which this information relates are available only to such persons, and persons of any other description may not rely onit. 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.

Alger Management, Ltd. (company house number 8634056, domiciled at 78 Brook Street, London W1K 5EF, UK) is authorised and regulated by the Financial Conduct Author-
ity, 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.
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