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

Inspired by Change, Driven by Growth.

• �Small caps have historically led market recoveries. Looking at the past three recessions from 
the market low and forward twelve months, the Russell 2000 Index has risen about 38% while 
the S&P 500 Index has only returned 22%, as indicated in the chart above. 

• �While small caps have dramatically underperformed year to date as investors have sought out 
the relative safety and liquidity of larger caps, their valuations have become depressed, making 
them potentially attractive.

• �Small caps have underperformed so much that while they typically trade at a premium to large 
caps, they currently trade at a discount. That discount is the lowest it has been in two decades 
based on price-to-trailing earnings.  

• �Investors seeking to play offense in the eventual recovery may want to consider high-quality 
small caps.

Small Caps Have Outperformed in Recoveries
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Source: FactSet and Alger. S&P 500 vs. Russell 2000 average performance over past three recession troughs: 
12 months following 10/31/90, 9/30/01, 2/28/09, respectively.
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Small Caps for the Recovery
How can investors position themselves to potentially profit from an eventual stock market  
recovery? We believe that small caps may outperform their larger peers on the way up.
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This document is not for distribution in the United States.  

Any opinions expressed herein are those at the date this material is issued and may not represent the views of all portfolio management teams. 

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, 
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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. Investing in 
companies of small capitalizations involve the risk that such issuers may have limited product lines or financial resources, lack management depth, or have limited liquidity. 
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