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INVESTING FOR A
POSITIVE IMPACT

What do we mean by impact investing and can it really deliver? Kate Fox,
joint manager of Baillie Gifford s Positive Change Strategy, talks to lona Bain

How do you find a company that generates decent investment returns
while also benefiting society? The secret may lie in the dual objective of
Baillie Gifford’s Positive Change Strategy, which aims to make an annual
return two per cent higher than your average global investment’, while
also contributing to an inclusive and sustainable world. Both objectives are
given equal importance.

“With our positive change objective it’s all about the analysing and reporting
of impact, while acknowledging that there’s no such thing as a perfect
company,” explains joint manager Kate Fox.

“The performance target is aspirational and is not used for the purpose of determining or
constraining the composition of the fund’s portfolio. Performance may vary between segregated
accounts and pooled funds in different jurisdictions as each structure will bear a different set of
costs. A single performance target may not be appropriate for all vehicles in all jurisdictions and for
this reason our fund specific materials will often refer to ‘material’ outperformance of an index.

THIS PAPER IS INTENDED SOLELY FOR THE USE OF PROFESSIONAL INVESTORS AND SHOULD NOT BE RELIED
UPON BY ANY OTHER PERSON. IT IS NOT INTENDED FOR USE BY RETAIL CLIENTS.
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Take the fast-fashion companies which have transformed retail and opened up numerous
investment opportunities. But Fox says making that white T-shirt you will throw away next week
uses 2,700 litres of water, and the global textile industry pumps out more harmful emissions than
aviation and shipping combined. “We need to change our relationship with clothes, keep them
for longer, think about how we recycle and educate the consumer,” Fox says, adding that Positive
Change has no investments in the industry.

Positive Change thinks deeply about four themes that impact our lives: social inclusion and
education; the environment and natural resources; healthcare and quality of life; and what it calls
the ‘base of the pyramid’ (people on the bottom rung of the global wealth ladder).

“We need a process that can be applied consistently across lots of different companies,” explains
Fox. “Not all progress is easy to quantify — how do you put a figure on improving access to
information for example? But it’s important we do this well.” That’s because anyone buying into
such a fund is committed to creating real change and proving it works is key to attracting more
people into impact investing.
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Baillie Gifford investment analysts have been bang on the money in predicting some of today’s
superstars, and it’s their job to identify tomorrow’s successful companies. The shortlisted
progressive companies then go to the Positive Change Team for more scrutiny that can take
months, or even years.

This thoroughness leads to some unexpected omissions, such as solar power. “Yes, it has benefits
from the environmental perspective, but we haven’t been able to identify a company that we
think has a sufficient competitive edge and can deliver sustainable returns.

“We are looking for businesses that have the potential to double over the next five years, with
significant opportunities thereafter,” says Fox. The chosen few are judged on their products, their
ambition for positive change and their business practices. To measure their impact annually there
is a five-point analysis of the resources they use, activities and outputs, and the short-term and
longer-term impacts they have on society. That last assessment is made a little easier by using the
UN’s Sustainable Development Goals as a common framework.

In the healthcare arena Fox highlights DexCom, which has revolutionised life for diabetics by
offering continuous monitoring in place of fingerstick tests. “Diabetes is a huge and growing
problem: 460 million people in the world suffer from it.” For a firm to pass the test it needs to be
serious about creating positive change. “It’s not just about a mission statement, but about actions
and structures that back it up — for instance DexCom’s continuing research and development and
its commitment to making its products more widely accessible.”

Other examples of investing for impact include Tesla which earns its place in the portfolio

not just by making greener cars but investing to make them cheaper, tackling the challenge of
storing electricity and opening up its patents to help the industry to widen. Google and YouTube
owner Alphabet is judged not only to be a “powerful equalising force” but to be “committed to
improving the lives of millions of people,” Fox says. But she admits that its record on tax meant
that it “scored zero on business practices”.

Investing ought to give us a sense of making a difference, Fox says. “When I think about my
career as an investor, | have never enjoyed it more than since I’ve been managing Positive
Change. We are not just helping people invest but channelling capital in a responsible way
towards companies that are going to innovate and address global challenges to create a more
sustainable world. This is what impact investing is all about.”



IMPORTANT INFORMATION

Baillie Gifford & Co and Baillie Gifford & Co Limited
are authorised and regulated by the Financial Conduct
Authority (FCA). Baillie Gifford & Co Limited is an
Authorised Corporate Director of OEICs.

Baillie Gifford Overseas Limited provides investment
management and advisory services to non-UK Professional/
Institutional clients only. Baillie Gifford Overseas Limited
is wholly owned by Baillie Gifford & Co. Baillie Gifford &
Co and Baillie Gifford Overseas Limited are authorised and
regulated by the FCA in the UK.

Persons resident or domiciled outside the UK should
consult with their professional advisers as to whether
they require any governmental or other consents in order
to enable them to invest, and with their tax advisers for
advice relevant to their own particular circumstances.

Baillie Gifford Investment Management (Europe)
Limited provides investment management and advisory
services to European (excluding UK) clients. It was
incorporated in Ireland in May 2018 and is authorised
by the Central Bank of Ireland. Through its MiFID
passport, it has established Baillie Gifford Investment
Management (Europe) Limited (Frankfurt Branch) to
market its investment management and advisory services
and distribute Baillie Gifford Worldwide Funds plc

in Germany. Baillie Gifford Investment Management
(Europe) Limited also has a representative office in
Zurich, Switzerland pursuant to Art. 58 of the Federal
Act on Financial Institutions (‘FinlA’). It does not
constitute a branch and therefore does not have authority
to commit Baillie Gifford Investment Management
(Europe) Limited. It is the intention to ask for the
authorisation by the Swiss Financial Market Supervisory
Authority (FINMA) to maintain this representative
office of a foreign asset manager of collective assets

in Switzerland pursuant to the applicable transitional
provisions of FinlA. Baillie Gifford Investment
Management (Europe) Limited is a wholly owned
subsidiary of Baillie Gifford Overseas Limited, which is
wholly owned by Baillie Gifford & Co.

Hong Kong

Baillie Gifford Asia (Hong Kong) Limited

FAFE AR PN () A BRZAH] is wholly owned by

Baillie Gifford Overseas Limited and holds a Type 1
and a Type 2 licence from the Securities & Futures
Commission of Hong Kong to market and distribute
Baillie Gifford’s range of collective investment schemes
to professional investors in Hong Kong. Baillie Gifford
Asia (Hong Kong) Limited %588 () A RAF]
can be contacted at Room 3009-3010, One International
Finance Centre, 1 Harbour ViewStreet, Central, Hong
Kong. Telephone +852 3756 5700.

South Korea

Baillie Gifford Overseas Limited is licensed with the
Financial Services Commission in South Korea as a
cross border Discretionary Investment Manager and
Non-discretionary Investment Adviser.

Japan

Mitsubishi UFJ Baillie Gifford Asset Management
Limited (‘MUBGAM’) is a joint venture company
between Mitsubishi UFJ Trust & Banking Corporation
and Baillie Gifford Overseas Limited. MUBGAM is
authorised and regulated by the Financial Conduct
Authority.

Australia

This material is provided on the basis that you are

a wholesale client as defined within s761G of the
Corporations Act 2001 (Cth). Baillie Gifford Overseas
Limited (ARBN 118 567 178) is registered as a foreign
company under the Corporations Act 2001 (Cth). It

is exempt from the requirement to hold an Australian
Financial Services License under the Corporations Act
2001 (Cth) in respect of these financial services provided
to Australian wholesale clients. Baillie Gifford Overseas
Limited is authorised and regulated by the Financial
Conduct Authority under UK laws which differ from
those applicable in Australia.
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South Africa

Baillie Gifford Overseas Limited is registered as a
Foreign Financial Services Provider with the
Financial Sector Conduct Authority in South Africa.

North America

Baillie Gifford International LLC is wholly owned by
Baillie Gifford Overseas Limited; it was formed in
Delaware in 2005 and is registered with the SEC. It is
the legal entity through which Baillie Gifford Overseas
Limited provides client service and marketing functions
in North America. Baillie Gifford Overseas Limited is
registered with the SEC in the United States of America.

The Manager is not resident in Canada, its head office
and principal place of business is in Edinburgh, Scotland.
Baillie Gifford Overseas Limited is regulated in Canada
as a portfolio manager and exempt market dealer with

the Ontario Securities Commission (‘OSC”). Its portfolio
manager licence is currently passported into Alberta,
Quebec, Saskatchewan, Manitoba and Newfoundland &
Labrador whereas the exempt market dealer licence is
passported across all Canadian provinces and territories.
Baillie Gifford International LLC is regulated by the OSC
as an exempt market and its licence is passported across
all Canadian provinces and territories. Baillie Gifford
Investment Management (Europe) Limited ('BGE’) relies
on the International Investment Fund Manager Exemption
in the provinces of Ontario and Quebec.

Israel

Baillie Gifford Overseas is not licensed under Israel’s
Regulation of Investment Advising, Investment
Marketing and Portfolio Management Law, 5755-1995
(the Advice Law) and does not carry insurance pursuant
to the Advice Law. This document is only intended for
those categories of Israeli residents who are qualified
clients listed on the First Addendum to the Advice Law.

BAILLIE GIFFORD

Copyright © Baillie Gifford & Co 2015. Authorised and regulated by the Financial Conduct Authority.

Oman

Baillie Gifford Overseas Limited (‘BGO’) neither has a
registered business presence nor a representative office
in Oman and does not undertake banking business or
provide financial services in Oman. Consequently, BGO
is not regulated by either the Central Bank of Oman or
Oman’s Capital Market Authority. No authorization,
licence or approval has been received from the Capital
Market Authority of Oman or any other regulatory
authority in Oman, to provide such advice or service
within Oman. BGO does not solicit business in Oman
and does not market, offer, sell or distribute any financial
or investment products or services in Oman and no
subscription to any securities, products or financial
services may or will be consummated within Oman. The
recipient of this document represents that it is a financial
institution or a sophisticated investor (as described in
Article 139 of the Executive Regulations of the Capital
Market Law) and that its officers/employees have such
experience in business and financial matters that they are
capable of evaluating the merits and risks of investments.

Qatar

This strategy is only being offered to a limited number
of investors who are willing and able to conduct an
independent investigation of the risks involved. This
does not constitute an offer to the public and is for the
use only of the named addressee and should not be given
or shown to any other person (other than employees,
agents, or consultants in connection with the addressee’s
consideration thereof). Baillie Gifford Overseas Limited
has not been and will not be registered with Qatar
Central Bank or under any laws of the State of Qatar.
No transactions will be concluded in your jurisdiction
and any inquiries regarding the strategy should be made
to Baillie Gifford.
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