
Alger On the Money 
A View on the U.S. Market

Inspired by Change, Driven by Growth.

•  Low interest rates may be very impactful to valuations. One way to factor in interest rates is  
to look at the return demanded by investors above the risk-free rate, also known as the risk  
premium. The higher the risk premium demanded by investors, the cheaper stocks are, as  
indicated above. 

•  Global equity risk premiums are close to the highest they have been in two decades, including  
the Global Financial Crisis. We believe this indicates that investors are demanding to be  
compensated handsomely for the risk they bear. 

•  In our view, there are only three ways equity risk premiums can decline to more historically  
typical levels: 1) higher interest rates 2) higher stock prices 3) lower projected earnings. While 
higher interest rates and lower projected earnings are certainly risks, the current equity risk  
premium may make these risks worthwhile. 
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Source: Goldman Sachs as of 12/13/19. 
Note: The market implied equity risk premium (ERP) is the rate that at each point in time makes the theoretical value from GS Dividend 
Discount Model equal to the observed market price. U.S. equities are represented by the S&P 500. World equities are represented by a 
weighted average of MSCI Asia Pac ex-Japan (20%), TOPIX (10%), Stoxx 600 (30%) and S&P 500 (40%).
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Cheaper Than You Think?
Many investors now view stocks as relatively expensive because the often cited price-to-
earnings ratio is above historical averages. But we believe that viewpoint dismisses low  
interest rates.
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The views expressed are the views of Fred Alger Management, LLC (“FAM”) as of December 2019. 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 FAM. These views are not meant to provide investment advice and should not be considered a 
recommendation to purchase or sell securities.

Important Disclosures: This document 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 of investors. This document does not constitute an offer or solicitation 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 document and should be satisfied in doing so that there is no breach of local legislation or regulation. 
This document is not for distribution in the United States.  

Any opinions expressed herein are those at the date this material is issued. Data, models and other statistics are sourced from our own records, unless otherwise stated 
herein. We caution that the value of investments in discretionary accounts, and the income derived, may fluctuate and it is possible that an investor may incur losses, includ-
ing a loss of the principal invested. Investors should ensure that they fully understand the risks associated with investing and should consider their own investment objec-
tives and risk tolerance levels. 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. 

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. 
NOTABLY, THIS MATERIAL IS EXCLUSIVELY INTENDED FOR PERSONS WHO ARE NOT U.S. PERSONS, AS SUCH TERM IS DEFINED IN REGULATIONS OF THE U.S. SECURITIES 
ACT OF 1933, AS AMENDED (THE SECURITIES ACT) AND WHO ARE NOT PHYSICALLY PRESENT IN THE UNITED STATES.

Risk Disclosures:  Investing in the stock market involves gains and losses and may not be suitable for all investors. Growth stocks tend to 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. 

Important Information for All Investors: Alger Management, Ltd. (company house number 8634056, domiciled at 78 Brook Street, London W1K 5EF, UK) is autho¬rised 
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), is not an authorized person 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 UK Investors: The distribution of this material in the United Kingdom is restricted by law. Accordingly, this matertial is provided only for and 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 unauthorized 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 corporate, partnerships, unincorporated associations, trusts, etc. falling within Article 49 of the 
FPO. 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.

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 inves-
tors who are not of the type listed in the first schedule of the Securities Law.
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