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ALEX BERNSTEIN: Hello, ’'m Alex Bernstein and
you're listening to the Alger Podcast, Investing in
Growth and Change. At Alger, many of our recent
thought leadership pieces have focused on the wide
disparity between the types of companies that are
winning and losing in the current market environment,
and the role that tech might play with those companies.
To try to understand this disparity a bit more, I'm talking
with Alger Tech Analyst Brandt Blimkie. Brandt, thanks
so much for joining me this afternoon.

BRANDT BLIMKIE: Thanks, Alex.

ALEX: Brandt, can you tell me a little about this
disparity between companies?

BRANDT: So, there are certainly beneficiaries and
losers in this environment. There are companies that
are helping transition the economy to work from home,
the digitization of different aspects of our work. Think of
online grocery delivery or e-commerce,
videoconferencing so we can hold this conference
online with different salespeople. So, there are
companies that are benefiting in this environment as
well as companies that are struggling, certainly the
ones that are struggling are ones with more physical
locations based on physical foot traffic where maybe
people are more reluctant to travel. So, there’s certainly
been a discrepancy in those who are benefiting in this
environment from those who are getting hurt.

ALEX: Where are you seeing some of the biggest
discrepancies?

BRANDT: So, there’s a discrepancy right now, we
think, between high growth tech companies and value
tech companies. We think the discrepancy is pretty
wide in terms of valuation. And this is not just recent
with COVID-19 — but over the last five to ten years
we’ve seen just this big discrepancy between value
tech and growth tech as the winners have become

larger and the losers and laggards have continued to
trail.

Now, a lot of legacy tech that is considered value tech,
some of those companies are levered. Some of those
companies have products that are in secular decline,
and so the argument to invest in one of those
companies is that the economy is going to recover
smoothly, and then these products, these companies,
won'’t have leverage issues, liquidity issues, and so the
valuations are too cheap for where they're trading.
That’s contrasted with some of the higher growth
software companies and other tech companies that are
benefitting in this environment. Where the debate now
is, are these priced too high for fundamentals that could
eventually slow once the economy recovers? For
example, will we use as much videoconferencing if
everybody goes back to work? Have we purchased as
much security products as we need to secure our
employees? Will we need as many of those services if
we return to a normal, or are we just going to be in a
“new normal” where we're utilizing just more of those
services going forward?

ALEX: And what do you think the answer to that is?

BRANDT: | think this is another time in our economy
where we’re seeing significant structural changes take
place, and certainly a lot of companies we talk to,
particularly in the tech space, are talking about more
efficient ways of doing things, now that they found that
it's actually not that bad having their employees work
from home. Now, we’ll have to see if once the economy
reopens if that holds true, but right now companies are
saving significantly on travel costs. That's made it more
efficient for salespeople to talk to the customers and
sell products if they don’t have to get on a plane to talk
to the customer. They can land a deal of similar value
and you've significantly increased the value delivered to
your company. It might be harder to land that deal over
a videoconferencing tool. So, | think that part of the
equation still remains to be seen.
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BRANDT (continued): We've already seen a lot of tech
companies offer their employees the opportunity to work
from home through the end of the year and into next
year. Some companies are extending increased
benefits for their employees to work from home, so
rather than building out an office, they're providing
stipends for their employees to improve their home/work
office. So, we are certainly seeing some structural
changes. | think it'll be a mix.

ALEX: Brandt, have you seen many surprises in the
tech sector?

BRANDT: Yes. There’s been a tremendous number of
surprises. | think what’s been surprising is how well
some of these companies have done in this
environment as a result of the economic distress we’ve
seen from COVID-19.

Satya Nadella, the CEO of Microsoft, summed it up
probably best on Microsoft’'s recent earnings call where
he said that we have seen two years of digital
transformation in two months, and so what this has
done is really just forced companies to pull forward
technology roadmaps that they might have planned to
execute on over the next couple of years in a matter of
months out of sheer need, and that has significantly
transformed certain companies and certain industries.

The communication space is probably the best example
where all of a sudden since nobody is in the office,
we’ve had to find new ways to communicate with our
colleagues, with our customers, with others abroad, and
so we've seen just a tremendous acceleration in the
digitization of communication, whether that’s just the
phone services we use, contact centers that companies
use to reach out and communicate with their customers,
videoconferencing, electronic signhature of documents,
even just the transformation in the back office of
companies, the way that companies handle their billing
processes, tax filings, all that kind of stuff. It’s just a
really rapid pull-forward of this digital transformation that
companies were already heading down but now had to
accelerate.
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ALEX: Brandt, can you tell me how you use volatility in
your process?

BRANDT: Volatility ultimately creates opportunity. The
fundamentals of a company don’t generally change as
quickly as the stock price does for a company. So if the
price has increased significantly or decreased
significantly, we're pretty confident in the fundamentals,
particularly the longer-term fundamentals of the
company. That volatility can create an interesting
investment opportunity. If we have a perspective that's
different longer term with the stock than what the stock
price is reflecting, that’s the interesting investment
opportunity. So, there have been a lot of interesting
opportunities that have arisen as a result of the COVID-
19-induced volatility of the market.

ALEX: And Brandt, | just want to ask, how has your
research process been going? | know it’s difficult to do
research when you are isolated and all the people you
typically work with are also isolating. How has that
experience been?

BRANDT: | think I'm actually working harder now than |
did when | was in the office because I’'m not spending
hours traveling or don’t have time to go to any other
events, and it’s forced a daily communication with
portfolio managers which has been great because it's
ensured that we're in constant dialogue and sharing
ideas really on a real-time basis. | certainly do miss the
opportunity to just catch up with people offline in the
office. | think this environment forces you to have to just
reach out to people and create those conversations that
are not necessarily work-related with teammates.

ALEX: Brandt, thanks so much for talking with me this
afternoon.

BRANDT: Thanks, Alex. Great talking with you.

ALEX: And thank you for listening. For more of our
latest insights, please visit www.alger.com.
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DISCLOSURE

The views expressed are the views of Fred Alger Management, LLC
(“FAM”) and its affiliates as of June 2020. 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 FAM. These views are not meant
to provide investment advice and should not be considered a
recommendation to purchase or sell securities.

Risk Disclosure: Investing in the stock market involves risks,
including the potential loss of principal. Growth stocks may be more
volatile than other stocks as their prices 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. 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. Many technology companies have limited
operating histories and prices of these companies’ securities may
be significantly affected by competition, innovation, regulation, and
product obsolescence, and may be more volatile than the securities
of other companies.

The following positions represented the noted percentages of
assets managed by Fred Alger Management, LLC as of March 31,
2020: Microsoft Corporation, Inc. 6.63%.

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.
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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 authorized
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 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.
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