Alger On the Money

A Vital Sign for Healthcare
Current Discount Plus Growth Potential Creates Opportunity
The underperforming Healthcare sector is likely poised for a turnaround. The last time the sector’s
valuation discount to the market was this wide, it outperformed the S&P 500 by over 700 basis
points annually over the subsequent five years.
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• T
 he last time the current discount was this large was early 2011. However, the sector may
now be propelled upward by tailwinds. Under the new administration, the likelihood of new
legislation controlling the pricing of drugs and healthcare services is severely diminished.
• W
 ithin the Healthcare sector, innovation in drug discovery and development offers attractive
investment opportunities including drug makers and the companies that service them—
those that sell tools, materials, or software.
• T
 here will be an increased need for services with an aging population that requires more
medical care.

The views expressed are the views of Fred Alger Management, Inc. as of January
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 be considered a recommendation to purchase or sell securities.

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 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.

The price-earnings ratio (P/E Ratio) is the ratio for valuing a company that measures
its current share price relative to its per-share earnings. S&P 500 Index: An index of
large company stocks considered representative of the U.S. stock market. Investors
cannot invest directly in any index. Index performance does not reflect deduction
for fees, expenses, or taxes. Investors cannot invest directly in any index
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