
Alger On the Money

Inspired by Change, Driven by Growth.Alger is a signatory to the PRI and carbon neutral.

•  Historically, small-cap growth stocks have exhibited higher EPS growth projections, which indicates a
company’s potential for long-term growth, compared to small-cap value stocks.1 We believe this
growth potential stems from their ability to gain market share with innovative products or services.

•  Moreover, small cap growth stocks have historically exhibited higher free cash flow margins than their
value counterparts, demonstrating greater efficiency in converting revenues into cash that can be
used for reinvestment, debt repayment, acquisitions, or shareholder distributions.2

•  Finally, companies with relatively lower financial leverage may be in a healthier financial position
compared to those with higher financial leverage. Historically, small cap growth stocks have exhibited
a lower net debt/EBITDA ratio than small cap value stocks.3 Moreover, having lower financial leverage
could potentially make small cap growth fundamentals more resilient during economic downturns, as
they may be able to better manage debt obligations with potentially greater flexibility to gain market
share and pursue growth opportunities, in our view. 

•  During times of market uncertainty, investors may seek to own companies that can weather
challenging economic conditions and discount those that may be more susceptible to a weak
macroeconomic environment. As such, we believe investors may want to consider these
characteristics when exploring potential opportunities in small cap growth equities.

Small Cap Foundation
While valuations for small cap growth stocks have fallen considerably over the past year, we 
believe the market may be underappreciating their potential earnings growth and financial 
strength compared to other segments of the market, such as small cap value stocks. How 
might investors assess financial durability when identifying potential opportunities over the 
long-term?

Potential Drivers of Durability
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Source: FactSet as of 3/31/23. Long-term EPS Growth represents a consensus long-term aggregate of analyst estimates over the next 3-5 
years and actual future EPS growth rates might be materially different than the forecasts shown. Free Cash Flow Margin and Net Debt/ 
EBITDA represent the aggregate of companies within the S&P 600 Growth and S&P 600 Value Indexes over the last twelve months. 
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The views expressed are the views of Fred Alger Management, LLC (“FAM”) and its affiliates as of May 2023. 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. 

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 companies of small capitalizations involves the risk that such issuers may have limited product lines 
or financial resources, lack management depth, or have limited liquidity. Foreign securities and Emerging Markets involve special risks including currency fluctuations, 
inefficient trading, political and economic instability, and increased volatility. 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. 

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 authorized 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 regulations applicable to such persons or countries. 

Alger Management, Ltd. (company house number 8634056, domiciled at 78 Brook Street, London W1K 5EF, UK) is authorized 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 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.

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

1  Long-Term Earnings Per Share (EPS) Growth: represents the sustained increase in a company’s after-tax profit per share over a projected three-to-five year period, 
 indicating its potential for delivering returns to shareholders. 

2  Free Cash Flow Margin: is a ratio that measures a company’s ability to generate free cash flow (i.e., cash available after paying its operating expenses, interest  
expense, taxes, and capital expenditures) relative to its revenue.

3  Net Debt/EBITDA (earnings before interest, taxes, depreciation, and amortization): is a financial leverage ratio that assesses a company’s indebtedness relative to its 
operating performance.
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