
In investing, the term "alpha" refers to a measure of a portfolio's performance that
considers the risk the investor took. It is often used to assess an investment manager's
skill or evaluate the performance of a specific investment strategy.

Alpha is typically calculated by comparing the returns of a portfolio to those of a
benchmark index, such as the S&P 500. The excess return is referred to as alpha if a
portfolio outperforms the benchmark index. If a portfolio underperforms the
benchmark, the excess return is referred to as negative alpha. 
Alpha is an important metric because it can indicate whether a portfolio is generating
returns that are in excess of what could be expected from simply investing in the
market. If a portfolio has a positive alpha, it suggests that the investment manager is
adding value through active management and stock selection, while a negative alpha
may indicate that the investment manager is not generating enough returns to justify
the additional risk taken.
 
Several factors can contribute to alpha, including stock selection, sector allocation, and
market timing. Investment managers skilled in identifying undervalued or overvalued
securities or who can correctly predict shifts in the market may be able to generate
alpha through superior performance. 
However, it's important to note that alpha is not always a reliable measure of
investment performance. It should be considered alongside other metrics such as beta,
standard deviation, and the Sharpe ratio. In addition, it can be difficult to generate
alpha consistently over time, and even skilled investment managers may experience
periods of underperformance.

A negative alpha may indicate that the investment manager is not generating enough
returns to justify the additional risk taken, and the likely higher fees involved in taking
that risk. 
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