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We’re fortunate that we have experienced multiple 

periods of market volatility. We believe our long 

standing process of evaluating the balance sheets and 

growth prospects of our holdings has always been  key 

to outperforming markets through the cycle.

At Weatherbie Capital, a wholly-owned subsidiary of 

Alger, we’ve always invested in what we believe are 

high quality smaller cap U.S. growth stocks. While we’re 

willing to invest in companies that have some debt on 

the balance sheet, we seek to own companies that use 

debt as a tool and never as a crutch.  

The recent market downturn is a great example of how 

the team digs deep into our companies from a balance 

sheet perspective.  Now, it’s relatively simple to identify 

the companies in our portfolio that carry debt, but it 

takes a lot more effort to understand which of those 

companies are more exposed in a downturn.  In every 

case possible, we spoke to management, reviewed 

SEC filings and dug into our proprietary models to 

understand two primary issues from a balance sheet 

perspective:  

First, we looked carefully at the nature of the debt on the 

balance sheet and how much is public debt.  When 

does that debt come due, how much cash is on hand 

and do they have the desire and the ability to draw 

down on a revolver that may be in place to further 

enhance liquidity? 

Second, we analyzed how each business model could 

potentially be impacted by COVID-19 and stay-at-home 

mandates. Some of our companies may be helped by 

the situation.  Other companies saw an immediate but 

very short-term impact on their business. And still others 

saw a limited impact initially, but growth prospects and 

competitive positioning could potentially change in the 

next three to five years. This deep analysis of each 

business model further enhanced our confidence in 

each company’s ability to repay debt with free cash flow 

in the coming months and years.

Having carefully analyzed the nature of the debt and the 

business model of each of our companies, we gained 

fresh perspectives as portfolio managers on the balance 

sheet and outlook for each company owned in our 

portfolio. This deeper understanding then allowed us to 

do what we always strive to do in times of uncertainty: 

take steps to try to further upgrade what we believe is 

our already high-quality growth stock portfolio.  

Digging Deep 

into Leverage
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DISCLOSURE

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

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

entities “Alger”) as of June 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 may not 

represent the views of all portfolio management teams. These views 

should not be interpreted as a guarantee of 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. Investing in companies of 

small and medium capitalizations involve the risk that such issuers 

may have limited product lines or financial resources, lack 

management depth, or have limited liquidity. Assets may be focused 

in a small number of holdings, making them susceptible to risks 

associated with a single economic, political or regulatory event than 

a more diversified portfolio. Foreign securities involve special risks 

including currency fluctuations, less liquidity, inefficient trading, 

political instability, and increased volatility. 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 company of FAM) and Fred 

Alger & Company, LLC are not an authorized persons 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 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 investors who are not of the type listed 

in the first schedule of the Securities Law.

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

http://www.alger.com/

