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GLOBAL STEWARDSHIP STOCK
STORY - TSMC
Mike Gush, an investment manager of Global Stewardship, discusses why he champions investing in TSMC

All investment strategies have the potential for profit and loss, your or your clients’ capital may be at risk. Past
performance is not a guide to future returns.
This film was produced and approved in August 2019 and has not been updated subsequently. It represents views
held at the time of recording and may not reflect current thinking.

Mike Gush: TSMC is an example of an emerging markets business that has been in the Global
Stewardship portfolio since inception. Indeed, in my opinion it is one of the best companies in the world
and certainly was the first name I put forward. It is a semiconductor foundry, making many of the silicon
chips that go into consumer products today, be it smartphones, laptops, TVs… even cars.
When analysing an investment idea for Global Stewardship we use a consistent research framework to
both calibrate and make comparisons. The first part focuses on stewardship. Is the company run in a long
term and responsible manner? And the second part, which we call GEARS, focuses on five fundamental
factors: growth, edge, alignment, returns, and the probability of success.
I view TSMC as an enabler for progress in the world today. The multi-billion dollar investments each year
into the next generation technology allows ever more important advances in human endeavour; it is clearly
adding value to society. At the same time, it has balanced the needs of its stakeholders, ensuring excellent
returns for shareholders whilst working closely with its customers to provide an industry-leading
capability, and also behaves in a responsible manner.
Turning to our GEARS framework. TSMC operates within a growth industry, driven by the advent of new
products and applications. This is a powerful, long-duration driver, albeit cyclical in its nature.
One of the most impressive things about the company, however, is its edge. TSMC is utterly dominant in
advanced technologies, and by our estimates, generates over 90% of industry profits from its 50% revenue
share. It can outspend its competitors for new capacity and also research and development, leading to a
widening edge over time.
Alignment is critical to any business with long investment cycles. The management team at TSMC has a
30-year history of responsible leadership and investment skill.
We believe the financial returns at TSMC are exceptional. There are very few businesses globally that are
capable of investing the billions of US dollars that TSMC does each year at such high levels of
incremental returns, whilst also managing to pay out a healthy dividend.
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Putting this all together, you have a business capable of delivering worthy growth across the cycle, that is
getting stronger through its value-added investments, and appears to us to be undervalued. It is what we
call a true global champion.
Annual Past Performance to 30 June each Year (%)
2017

2018

2019

2020

Baillie Gifford Global Stewardship Composite (net)

32.5

22.2

5.2

29.7

MSCI AC World Index

19.4

11.3

6.3

2.6

Source: StatPro, MSCI. Composite inception date 31 December 2015. Figures in USD.

Past performance is not a guide to future returns. Changes in investment strategies, contributions
or withdrawals may materially alter the performance and results of the portfolio.
This recording contains information on investments which does not constitute independent investment research
Accordingly, it is not subject to the protections afforded to independent research and Baillie Gifford and its staff may
have dealt in the investments concerned. Baillie Gifford & Co Limited is authorised and regulated by the Financial
Conduct Authority (FCA).
The views expressed are those of the speaker and should not be considered as advice or a recommendation to buy,
sell or hold a particular investment. They reflect personal opinion and should not be taken as statements of fact nor
should any reliance be placed on them when making investment decisions.
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
("FinIA"). 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 FinIA. 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 柏基亞洲(香港)有限公司 is wholly owned by Baillie Gifford Overseas
Limited and holds a Type 1 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
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Gifford Asia (Hong Kong) Limited 柏基亞洲(香港)有限公司 can be contacted at Room 3009-3010, One
International Finance Centre, 1 Harbour View Street, 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.
South Africa
Baillie Gifford Overseas Limited is registered as a Foreign Financial Services Provider with the Financial Sector
Conduct Authority in South Africa.
Canada
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. 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 Investment Management (Europe) Limited (‘BGE’)
relies on the International Investment Fund Manager Exemption in the provinces of Ontario and Quebec.
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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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.
MSCI Legal Disclaimer
Source: MSCI. MSCI makes no express or implied warranties or representations and shall have no liability
whatsoever with respect to any MSCI data contained herein. The MSCI data may not be further redistributed or used
as a basis for other indexes or any securities or financial products. This report is not approved, endorsed, reviewed
or produced by MSCI. None of the MSCI data is intended to constitute investment advice or a recommendation to
make (or refrain from making) any kind of investment decision and may not be relied on as such.
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