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Small Caps May See Big Gains Under
New Tax Proposals

Some proposals by the new administration and House of Representatives Republicans lower
corporate tax rates, making U.S. tax rates more in line with global peers. How can you benefit as
much as possible from the potential change?

Comparison of Current Corporate Effective Tax Rates versus House and New Administration U.S.
Proposed Statutory Rates
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Source: Factset. Large cap and small cap effective tax rates are 2016 estimated weighted median. House and new administration tax proposals are for statutory rates for
the U.S. only while the effective tax rates shown are blended U.S. and international effective rates.

- Small caps have outperformed large caps since the election. However, the category can
maintain positive momentum if either the new administration’s proposed corporate
tax rate of 15% or the House of Representatives Republican corporate tax plan of 20%
is enacted.

- Small caps generate a larger percentage of revenues and profits from the U.S. than large
caps and, therefore, will likely benefit more from lower U.S. taxes. It is estimated that a ten
percentage point deduction in the statutory rate would boost large cap earnings by 8%
versus 12% for small cap companies.

+ Additionally, small caps tend to outperform large caps in a rising rate environment—
something we have seen following the presidential election.
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The views expressed are the views of Fred Alger Management, Inc. as of December
2016. 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 be considered a recommendation to purchase or sell securities.

The S&P 500 index is an unmanaged index generally representative of the U.S.
stock mar ket without regard to company size. The Russell 2000 Index is a small-
cap stock market index of the bottom 2,000 stocks in the Russell 3000 Index.

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
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other stocks, as the prices of growth stocks tend to be higher in relation to their
companies’ earnings and may be more sensitive to market, political and economic
development.

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
Management Inc. products in Europe.
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