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We believe that we are at the beginning of an Artificial Intelligence 

(AI)-driven revolution that will foster unprecedented change over 

the next couple of decades. Understanding the economic impact 

of AI is important as the growth and integration of AI across the 

world will create potential investment opportunities.
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Identifying AI Investment Opportunities
Alger’s approach to investing in AI includes identifying companies that are the “Enablers” 
and “Adopters” of this powerful technology.

•  Enablers: Companies developing the building block components for, and investing in, 
AI infrastructure such as machinery, hardware, software and services.

•  Adopters: Companies that integrate AI into their businesses to enhance their products 
or services or make their operations more productive.

We can point to companies today that are leading the way in both enabling and adopting 
AI, but we believe those classifications will shift over time as AI becomes ubiquitous.

Examples of Potential AI Investment Opportunities
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How to Interpret the  
AI Investment Map

This AI investment map highlights some of the main 
areas within the AI investment space that Alger currently 
finds potentially attractive. We divide the universe 
between AI Enablers and AI Adopters.  

Within AI Enablers, the space is split between infrastruc-
ture hardware on the left side—these are the physical 
components enabling AI programs and infrastructure 
software, which are on the right side. Infrastructure 
software provides access to AI-based applications. These 
applications include database providers that help inter-
pret unstructured data from sources like social media, 
images, and audio—critical in training and querying AI 
foundation models like ChatGPT. AI Adopters (bottom 
right) are companies utilizing AI technologies to enhance 
their operations. These companies are categorized into 
two key buckets: 1) external product enhancement, and 
2) internal productivity or margin improvement. 

Pages 6–7 delve deeper into each component featured 
on the map, providing detailed descriptions and invest-
ment cases. This section provides insight into the 
potential opportunities and dynamics within each area. 

We hope this brochure serves as a helpful guide to 
navigate the interconnected world of AI investments 
and identify areas that align with your investment goals.

AI ENABLERS 

INFRASTRUCTURE SOFTWARE

Servers (including  
GPUs & Memory) 

• Large Language Models

•  Specialized Models 
(e.g. Biotechnology)

AI Foundation Model

•  Construction & Engineering

• Electrical Equipment 

Power Transmission 
& Distribution

• Design & Architecture

• Wafer Fabrication

• Lithography

• Packing & Testing

GPU Manufacturing

• Fossil Fuels

• Nuclear

• Renewables

Power Generation

AI ADOPTERS

Internal Productivity/Margin Improvement

External Product Enhancement

AI Investment Map

4     5



AI ENABLERS: Companies developing the building block components for, and investing in, AI infrastructure. 

INFRASTRUCTURE HARDWARE 
Data Centers: A data center is a physical facility that houses and operates computer systems, networking compo-
nents, and storage devices. These facilities are crucial for AI computing as they provide the necessary infrastruc-
ture to process, store, and analyze the massive amounts of data required for training and running AI models.

•  Servers (including GPUs and High-Bandwidth Memory): Servers are high-performance computers within a data 
center that process and store data. They are essential for AI computing as they provide the computational power 
needed to train complex AI models and handle the large datasets required for machine learning tasks. 

 –  Graphics Processing Unit (GPU): A specialized processor optimized for parallel computations, serving as the 
backbone of AI computing by accelerating the training and inference of complex AI models. GPUs are crucial for 
AI because they process large datasets and perform parallel computations far faster than traditional CPUs. 

 –  High-bandwidth memory (HBM): A type of high-performance computer memory whose speed and low latency 
make it ideal for advanced computing applications like AI. HBM is crucial for AI computing as it provides a high-
speed interface between the GPU and its memory, enabling faster data access and processing—essential for 
training and running complex AI models.

•  Cooling: Data center cooling is the process of removing heat from computer equipment within a data center to 
maintain optimal operating temperatures. It is crucial for AI computing as excessive heat can cause hardware 
failures, reduce performance, and increase energy consumption.

•  Networking: Networking within a data center refers to the interconnectedness of computer systems and devices. 
It is essential for AI computing as it enables the efficient transfer and sharing of data between servers, storage 
systems, and other components, facilitating the training and deployment of AI models.

•  Uninterrupted Power Supply (UPS): UPS systems provide a continuous power source to data center equipment 
in the event of a power outage. They are crucial for AI computing as unexpected power failures can disrupt the 
training and operation of AI models, leading to data loss and costly downtime. 

GPU Manufacturing: 
•  Design & Architecture refers to the planning and development of the GPU’s structure, including the number of 

cores, clock speed, memory, and power usage. It’s crucial for AI computing as it determines the GPU’s capabilities 
and efficiency in handling complex calculations and data processing tasks.

•  Wafer Fabrication involves the production of the silicon wafers that form the foundation of the GPU. It’s essential for 
AI computing as the quality and consistency of the wafers directly impact the reliability and performance of the GPU.

•  Lithography is the process of transferring patterns using extreme ultraviolet light (EUV) onto the silicon wafers 
to create the intricate circuits and components of the GPU. This is crucial for AI computing as the accuracy and 
precision of the lithography process determine the functionality and performance of the GPU.

•  Packaging & Testing are the final steps that prepare the GPU for use in electronic devices. Packaging encases the 
chip in protective material, providing physical protection and enabling electrical connections to other components, 
with advanced methods that optimize performance and heat management. Testing ensures each GPU meets strict 
quality, performance, and reliability standards through functionality checks and stress tests. Together, these stages 
make GPUs robust, reliable, and optimized for high-performance AI applications. 

Power Generation: Given the intense electrical power AI programs require, uninterrupted electrical power is critical 
for data centers to operate effectively. Data centers consume approximately 3% of total electricity in the U.S. today. 
However, given the intensifying demands from AI workloads, we estimate that data centers could potentially con-
sume roughly 10% of total electricity in the U.S. by the end of the decade, posing significant challenges for electric 
grid operators, in our view.1  

Power Transmission & Distribution: As AI programs increasingly consume electricity, data centers are facing 
challenges securing adequate power from the grid. In fact, much of the U.S. electrical grid was constructed in the 
1960s and 1970s and is now struggling to meet modern energy demands. According to the U.S. Department of 
Energy, approximately 70% of transmission lines are over 25 years old, with many nearing the end of their 50- to 
80-year lifespans.2  

INFRASTRUCTURE SOFTWARE

 Databases are crucial for AI computing as they provide a structured and efficient way to store, retrieve, and 
analyze the large datasets required for training and running AI models. In today’s economy, we believe data is 
the new oil, an essential raw material fueling digital transformation. We believe that businesses increasingly 
need to digitize and organize their data in order to automate processes and become more efficient. 

•  Relational Database: Structured data is commonly organized into rows and columns and stored in a relational 
database (i.e., a collection of information that organizes data in predefined relationships) supporting applica-
tions such as customer relationship management or billing systems. It is particularly useful in AI training for 
accessing consistent, structured datasets, such as customer information and financial transactions.

•  Non-relational Database: Unstructured data —encompassing formats such as text messages and emails, 
social media, webpages, and business documents—is stored in non-relational databases. Generative AI, for 
example, is particularly dependent on this kind of data for its training. 

AI Foundation Models: AI foundation models are large-scale language models trained on massive amounts 
of text data. They are crucial for AI computing as they provide a powerful and versatile foundation for develop-
ing various AI applications, from natural language processing to content generation and machine translation 
(e.g., ChatGPT, Gemini, LLaMA). 

AI ADOPTERS: Companies that integrate AI into their businesses to enhance their products or services 
or make their operations more productive. Within this framework, we further categorize these firms based 
on their application of AI in two key areas: 1) external product enhancement and 2) internal productivity or 
margin improvement.

External Product Enhancement: Companies leverage existing AI technology, such as large language models, 
to improve their client-facing products. This type of enhancement may improve a product’s functionality and 
therefore client satisfaction, potentially generating increased customer loyalty and higher revenue. In our view, 
an example of an AI adopter in this category could be an image sharing and social media platform. By person-
alizing recommendations, powering visual search, and curating high-quality content through AI, a company 
like this can refine the user experience and achieve a strong product-market fit, aligning its platform with 
users’ evolving needs and interests. These enhancements improve the user experience and increase the ef-
fectiveness of advertisements, boosting return on investment for advertisers and enhancing ad monetization.

•  Cybersecurity: AI is being used to detect and prevent cyber threats by analyzing network traffic, identifying 
suspicious patterns, and responding to attacks in real-time.

•  Medical Devices: AI is being integrated into medical devices to improve diagnostic accuracy, personalize 
treatment plans, and enhance patient outcomes.

•  IT Services: AI-powered IT services are helping enterprises optimize their IT infrastructure, automate 
routine tasks, and improve customer support through intelligent chatbots and virtual assistants.

Internal Productivity/Margin Improvement: When used internally, AI technology can help drive margin 
improvement. For instance, financial institutions use AI to enhance operational efficiencies, fraud detection 
and credit decision making. In fact, some banks have used AI technology to achieve an 80-90% productivity 
improvement in the laborious “know your customer” (KYC) protocol, which requires data collection and iden-
tity verification.3 

•   Waste Management: Companies in the waste management industry are using AI to optimize operational 
efficiency to improve route planning for waste collection, reducing fuel consumption and labor costs. 

•  Business Services: AI is being deployed by business service providers to improve internal productivity and 
boost margins through automation of administrative tasks, customer service (via chatbots), and predictive 
analytics. By automating routine processes like invoicing, data entry, and contract management, companies 
can reduce operational overheads, minimize human error, and allocate resources more effectively.

•  Data Providers: Data providers leverage AI to enhance data collection, processing, and analysis. AI enables 
faster, more accurate data aggregation and predictive analytics, allowing companies to offer more valuable 
insights to their clients while reducing labor-intensive tasks. 

1  Edison Electric Institute and Alger estimates from 2023 through 2030. 
2  https://www.energy.gov/gdo/articles/what-does-it-take-modernize-us-electric-grid.

3  Brown, D. (2023, October 26). JPMorgan KYC Operations Up to 90% More Productive with AI. Bank Automation News. Retrieved from https://bank-
automationnews.com/allposts/ai/jpmorgan-kyc-operations-up-to-90-more-productive-with-ai/
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The views expressed are the views of Fred Alger Management, LLC (“FAM”) and 
its affiliates as of November 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 mar-
kets, 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.

Risk Disclosures: Investing in the stock market involves risks, including the poten-
tial 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, out-
breaks of infectious diseases and similar public health threats, recessions, or other 
events could have a significant impact on investments. 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. Companies involved in, 
or exposed to, AI-related businesses may have limited product lines, markets, 
financial resources or personnel as they face intense competition and poten-
tially rapid product obsolescence, and many depend significantly on retain-
ing and growing their consumer base. 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. 

Alger pays compensation to third party marketers to sell various strategies to 
prospective investors. 

The following positions represent firm wide assets under management as of 
8/31/2024: OpenAI 0%; J.P. Morgan Chase & Co., 0.12%.

Important Information for UK and EU Investors: This material is directed at 
investment professionals and qualified investors (as defined by MiFID/FCA regula-
tions). It is for information purposes only and has been prepared and is made avail-
able for the benefit investors. This material does not constitute an offer or solicita-
tion 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 reg-
ulations applicable to such persons or countries. Alger Management, Ltd. (company 
house number 8634056, domiciled at 85 Gresham Street, Suite 308, London EC2V 
7NQ, UK) is authorised and regulated by the Financial Conduct Authority, for the dis-
tribution of regulated financial products and services. Fred Alger Management, LLC 
(“FAM”), Weatherbie Capital, LLC, and/or Redwood Investments, LLC, U.S. registered 
investment advisors, serve as sub-portfolio manager to financial products distrib-
uted 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 autho-
rized 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: Fred Alger Management, LLC is 
neither licensed nor insured under the Israeli Regulation of Investment Advice, of 
Investment Marketing, and of Portfolio Management Law, 1995 (the “Investment 
Advice Law”)”

This presentation is for information purposes only and should not be construed 
as an offering of Investment Advisory, Investment Marketing or Portfolio Man-
agement services (As defined in the Investment Advice Law). Services regulated 
under the Investment Advice Law are only available to investors that fall within 
the First Schedule of Investment Advice Law (“Qualified Clients”). 

It is hereby noted that with respect to Qualified Clients, Fred Alger Management, 
LLC is not obliged to comply with the following requirements of the Investment 
Advice Law: (1) ensuring the compatibility of service to the needs of client; (2) 
engaging in a written agreement with the client, the content of which is as 
described in section 13 of the Investment Advice Law; (3) providing the client with 
appropriate disclosure regarding all matters that are material to a proposed 
transaction or to the advice given; (4) a prohibition on preferring certain Securi-
ties or other Financial Assets; (5) providing disclosure about “extraordinary 
risks” entailed in a transaction (and obtaining the client’s approval of such trans-
actions, if applicable); (6) a prohibition on making Portfolio Management fees 
conditional upon profits or number of transactions; (7) maintaining records of 
advisory/discretionary actions. 

This presentation is directed at and intended for Qualified Clients only. 

Important Information for Investors in Australia: This document is provided 
to prospective investors and, by receiving it, each prospective investor is deemed 
to represent and warrant that it is a “Wholesale Client” (as those terms are 
defined in Australian Corporations Act 2001 (Cth) (Act)). 

Fred Alger Management, LLC is exempt from the requirement to hold an Australian 
financial services licence under the Corporations Act (as a result of the operation of 
ASIC Class Order 03/1100 as amended by the ASIC Corporations (Repeal and Tran-
sitional) Instrument 2016/396 and extended by ASIC Corporations (Amendment) 
Instrument 2023/588) in respect of the financial services it provides to wholesale 
clients in Australia and is regulated by the Securities and Exchange Commission 
under United States laws which differ from Australian laws. 

Important Information for Investors in Hong Kong: Fred Alger Management, LLC 
does not carry on a business in a regulated activity in Hong Kong and is not licensed 
by the Securities and Futures Commission. 

This document is issued for information purposes only. It is not to be construed 
as an offer or solicitation for the purchase or sale of any financial instruments. It 
has not been reviewed by the Securities and Futures Commission. 

Fred Alger Management, LLC accepts no liability whatsoever for any direct, indirect 
or consequential loss arising from or in connection with any use of, or reliance on, 
this document which does not have any regard to the particular needs of any person. 
Fred Alger Management, LLC takes no responsibility whatsoever for any use, reliance 
or reference by persons other than the intended recipient of this document. 

Any prices referred to herein are indicative only and dependent upon market con-
ditions. Past performance is not indicative of future results. Unless otherwise 
specified, investments are not bank deposits or other obligations of a bank, and 
the repayment of principal is not insured or guaranteed. They are subject to 
investment risks, including the possibility that the value of any investment (and 
income derived thereof (if any)) can increase, decrease or in some cases, be 
entirely lost and investors may not get back the amount originally invested. The 
contents of this document have not been reviewed by any regulatory authority in 
the countries in which it is distributed. The opinions and views herein do not take 
into account your individual circumstances, objectives, or needs and are not 
intended to be recommendations of particular financial instruments or strategies 
to you. This marketing document does not identify all the risks (direct or indirect) 
or other considerations which might be material to you when entering any finan-
cial transaction. You are advised to exercise caution in relation to any information 
in this document. If you are in doubt about any of the contents of this document, 
you should seek independent professional advice.

Before investing, carefully consider the Fund’s investment 
objective, risks, charges, and expenses. For a prospectus 
and summary prospectus containing this and other informa-
tion 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. All underlying series of The Alger ETF 
Trust listed on NYSE Arca, Inc. NOT FDIC INSURED. NOT 
BANK GUARANTEED. MAY LOSE VALUE.

Fred Alger & Company, LLC  100 Pearl Street, New York, NY 10004  / 212-806-8800   / www.alger.com ALGAIMAP1124




