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THIS VIDEO WAS SHOT BEFORE CORONAVIRUS 

SWEPT ACROSS THE WORLD AND VOLATILITY HIT 

THE MARKETS.

HOWEVER, WE CONTINUE TO BELIEVE IN THE 

THESIS IT CONVEYS AND WE HOPE YOU FIND IT 

VALUABLE.

The s-curve is a useful framework for investors to help 

filter ideas. It’s really about finding misvaluations by the 

market because the market extrapolates in a straight 

line. Alger looks for companies both early on the s-

curve, experiencing high growth, as well as later on the 

s-curve experiencing positive dynamic change.

So the s-curve is an analogy we use in investing to 

identify compelling investment opportunities. It identifies 

the stages of growth of a company’s life cycle, from the 

start up, to the early adoption, to broader market 

penetration, to eventual market saturation, increasing 

competition, and eventual decline in the growth of the 

company.

There are at least two ways to identify investment 

opportunities using the s-curve. First at the low end of 

the s-cure, we have high growth markets and in high 

growth companies that are in the initial stages of 

introducing either a disruptive product or service. 

Secondly, at the other end of the s-curve, we have 

companies that are later in their life cycle and maybe 

experiencing more mature growth, and here dynamic 

change is necessary to reaccelerate growth for the 

company. So this can take the form of a new 

management team, introduction of a new product or a 

service, a transformative acquisition, or some other 

change that reaccelerates the growth of the company.

Companies that are early on their s-curve experiencing 

high growth or later in the s-curve experiencing some 

sort of dynamic change are often underappreciated by 

the market because the market tends to extrapolate in a 

straight line. In other words, the market is 

underappreciating both the size and slope of the s-

curve. The inverse is also true; when a company has 

experienced recent success, the market may over-

extrapolate that into the future, and so in this area, we 

can actually look for companies that might be interesting 

shorts.

There are at least three factors investors should 

consider when they’re investing along the s-curve. First, 

how big is the market and how fast is that market 

growing. Second, what are the competitive dynamics in 

this industry and are those dynamics changing for the 

better or for worse. Third, does the company have the 

management team, the skills, and the incentives to 

actually execute on that s-curve.

When Amazon introduced its online bookstore in 1994, 

the market failed to appreciate the size and number of 

markets it would eventually disrupt. Similarly, Apple 

actually used to be thought of as a mature boring 

computer company, but when Steve Jobs introduced the 

iPod in 2001 and then the iPhone again in 2007, not 

only did he reaccelerate the growth of the company, but 

he changed the entire industry. Companies like 

Facebook, Netflix, and Google were also similarly at 

one point early in their life cycle on the s-curve.

Opportunities along

the S-Curve
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Today there are many young companies early in their 

s-curve, experiencing high growth in markets like AI 

and machine learning, automation, autonomous 

vehicles, ecommerce, mobile penetration, the 

internet of things, and many other new technologies. 

So if you’re looking for the FAANG stocks of 

tomorrow, look for companies that are early on their 

s-curve today, with competitive dynamics to sustain 

their position and a management team that knows 

how to execute.
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DISCLOSURE

The following positions represented the noted percentages of 

Alger’s assets under management as of December 31, 2019: 

Facebook, Inc., 3.18%; Amazon.com, Inc., 4.90%; Apple Inc., 

3.27%; Netflix, Inc., 0.29%; Alphabet Inc. Class A, 0.03%; and 

Alphabet Inc. Class C, 2.86%.

The views expressed are the views of Fred Alger Management, LLC 

(“FAM”) and Alger Management Ltd. (together with their affiliated 

entities “Alger”) as of February 2020. Alger has used sources of 

information which it believes to be reliable; however, this publication 

is not intended to be and does not constitute investment advice. 

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 Alger. 

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 developments. 

Many technology companies have limited operating histories and 

prices of these companies’ securities have historically been more 

volatile than other securities due to increased competition, 

government regulation, and risk of obsolescence due to the 

progress of technological developments. Please visit 

www.alger.com for additional risk disclosures. 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.

Important Information for US Investors:

This material must be accompanied by the most recent fund fact 

sheet(s) if used in connection with the sale of mutual fund shares. 

Fred Alger & Company, LLC serves as distributor of the Alger 

mutual funds.

Important Information for UK and EU Investors:

This material 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 investors. This material 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 material and should be satisfied in 

doing so that there is no breach of local legislation or regulation.

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. 

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 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 of FAM) and Fred Alger & 

Company, LLC are 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. 

Fred Alger & Company, LLC 360 Park Avenue South, New York, NY 10010 / www.alger.com
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