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The Global Industry Classification Standard or GICS is
a widely recognized industry reference for evaluating
the sector components of different indexes. While
Weatherbie Capital, an Alger subsidiary, finds it is a
helpful tool for evaluating portfolios, we have another
internal classification system that we like to use called
Dynamic Growth Areas.

We define the Dynamic Growth Areas as meaningful
sections of the U.S. stock market; these internal labels
help us diversify our holdings. There are six Dynamic
Growth Areas and they have been used by Matt
Weatherbie, our CEO and co-chief investment officer,
across the more than 40 years he has been managing
smaller cap portfolios. The dynamic growth areas are:
Consumer, Health Care, Information Services, Media &
Communications, Technology and Diversified Business
Services.

For risk management purposes we invest in at least four
of the six at all times. No one Dynamic Growth Area can
be larger than 35% of assets under management.

At Weatherbie we identify stocks from a broad universe
of smaller cap equities that meet our growth and quality
criteria. The result is a focused portfolio of typically 50
stocks, “The Weatherbie 50.” The Dynamic Growth Area
that is commonly the largest component of the
Weatherbie 50 is Diversified Business Services. This
high proportion recognizes that as we look down the
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capitalization range at the universe of smaller cap
companies, many will have a services business model,
often business to business.

What do we look for in a Weatherbie Growth Stock?
There are six key criteria:

1. Generally earnings per share growth of roughly
20% per year on average over the next three to five
years

2. Some maturity to the firm’s business model
enabling our team to analyze future growth
prospects with some confidence

3. Adistinct competitive advantage that is identified by
our research and that should lead to superior
returns over time

4. Strong Return on Invested Capital, or ROIC, ideally
above the cost of capital, indicating what we believe
to be a distinct competitive advantage

5. A strong balance sheet and cash flow enabling—to
a significant extent—self-funded growth

6. Seasoned management team whom we like and
trust and gives us confidence that they have a
sensible growth plan that aligns with their interests
as well as our clients’.

Inspired by Change, Driven by Growth.
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Identifying the Weatherbie 50 entails a number of steps
and while not every stock in this universe will possess
all of our criteria, many of the equities we choose from
Diversified Business Services demonstrate all of them
and often grow to be large positions.

By classifying smaller cap equities according to our own
criteria, we are able to identify what we believe will be
the most successful Weatherbie Growth Stocks to serve
our investors.
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DISCLOSURE

The views expressed are the views of Fred Alger Management, Inc.
and Alger Management Ltd. (together with their affiliated entities
“Alger”) as of December 2018. 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 companies of small and medium
capitalizations involves the risk that such issuers may have limited
product lines or financial resources, lack management depth, or
have more limited liquidity. The investments may be more
concentrated and therefore more vulnerable to changes in the
market value of a single issuer and may be more susceptible to
risks associated with a single economic, political or regulatory
occurrence than a more diversified portfolio. There may be a
significant portion of assets invested in securities of companies
conducting business in a related group of industries within a sector,
and may be more vulnerable to unfavorable developments in that
sector than a more diversified portfolio.

Investing in the stock market involves gains and losses and may not
be suitable for all investors. Investments may be more concentrated
and therefore more vulnerable to changes in the market value of a
single issuer and may be more susceptible to risks associated with
a single economic, political or regulatory occurrence than a more
diversified portfolio. 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. Past performance is
not indicative of future performance. Please visit www.alger.com for
additional risk disclosures.

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, Incorporated serves as distributor of the
Alger mutual funds.

Important Information for UK Investors:

The distribution of this material in the United Kingdom is restricted
by law. Accordingly, this material is provided only for and is directed
only at persons in the United Kingdom reasonably believed to be of
a kind to whom such promotions may be communicated by an
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unauthorized person pursuant to an exemption under the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2005
(the “FPQO”). Such persons include: (a) persons having professional
experience in matters relating to investments and (b) high net worth
bodies corporate, partnerships, unincorporated associations, trusts,
etc. falling within Article 49 of the FPO. Most of the rules made
under the FSMA for the protection of retail clients do not apply, and
compensation under the United Kingdom Financial Services
Compensation Scheme will not be available.

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.

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