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Reaping the Rewards of Innovation

The most innovative companies grow their sales—and their stock prices—faster.

Innovative Companies Have Outperformed
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Source: FactSet and Alger 12/31/06 to 02/28/17.
Note: “Most” and “Least” innovative classification based on quintiles of R&D as a percentage of sales.

« Academic studies! and Alger’s research suggest that the most innovative companies, as indicated
by R&D as a percentage of sales, often outperform. For example, the most innovative companies
of the S&P 1500 a decade ago produced earnings per share growth that was several hundred basis
points higher than the least innovative companies over the subsequent 10 years.

+ In addition, the most innovative companies in the S&P 1500 outperformed the least innovative
companies over the past decade by a significant margin (see chart).

« Companies that identify and act on opportunities for change through innovation will not only
survive, they will flourish. As their stock prices grow, the benefits will accrue to investors.

LEARN MORE
Read Capital Markets: Observations and Insights—Earnings Resurgence

! Baruch Lev and Suresh Radhakrishnan, “The Stock Market Valuation of R&D Leaders.”
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The S&P 1500 is a stock market index of US stocks made by Standard & Poor’s. It in-

cludes all stocks in the S&P 500, S&P 400, and S&P 600. This index covers 90% of
the market capitalization of U.S. stocks. Indices are unmanaged and do not include
the effect of fees. One cannot invest directly in an index.

The views expressed are the views of Fred Alger Management, Inc. (“FAM™)
and Alger Management, Ltd. ("AML") as of April 2017. 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
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be considered a recommendation to purchase or sell securities. FAM serves as
sub-advisor to AML.

Alger Management, Ltd. (company house number 8634056, domiciled at 78 Brook
Street, London W1K 5EF, UK) is authorised and regulated by the Financial Conduct
Authority, for the distribution of regulated financial products and servic es. La
Francaise AM International has a signed agreement with Alger Management Ltd,
whereby La Francaise AM International is authorized to distribute Fred Alger Man-
agement Inc. products in Europe.
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