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ASIA EX JAPAN STRATEGY-
MANAGER INSIGHTS

Roderick Snell, investment manager of the Asia ex Japan strategy, gives an update on the portfolio and
explains why he believes it’s time to look East.

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.

All investment strategies have the potential for profit and loss.

This film was produced and approved in May 2020 and has not been updated subsequently. It represents views held
at the time of recording and may not reflect current thinking.

Roderick Snell: Hello. 2020 has obviously been a very challenging period for investors globally, however
despite all the concerns around the world today, we believe the outlook for Asia ex Japan looks
increasingly attractive.

It is the first major region to be coming out of the Covid crisis, with roughly 80 per cent of the countries in
our portfolios open and getting back to work. It is doing so in relatively good shape without having
destroyed its balance sheets with stimulus like many western economies, and valuations are attractive. We
are near the lows of the Global Financial Crisis in terms of Price-to-Book multiples for example.

And what have we been doing? Well not too much. We have added a little bit to beaten up quality
cyclicals companies, but as long-term investors we believe our portfolio, with its focus on technology and
innovation, is well placed for the changes that are being accelerated by the Covid Pandemic and are really
excited by the stronger growth we may see in the some of the region’s best companies. So let’s talk a bit
more about the region and then our portfolio.

Outlook

Put simply we see the world splitting between the countries which have been properly managed in this
pandemic — predominantly in Asia — and those which have not — mostly in the West (ie Europe and
possibly America). Across the latter group we have seen prolonged lock downs, and enormous stimuluses,
with trillions being spent and interest rates plunging back towards zero.

In Asia on the other hand, large parts of the region are now open or opening for business. Korea, Taiwan
and Hong Kong never locked down like the West, while in China, in major cities like Shanghai, 80 per
cent of business are now open, and we are seeing leading indicators such as auto sales picking up double
digits.
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And more importantly, Asian countries are not being forced into any of these drastic stimuluses that we’ve
seen in the West. We have reasonably sensible interest rates and no ballooning balance sheets putting
many of the region’s economies and currencies in a much stronger position over the coming years.

Finally, Asia ex Japan is likely to be one of the biggest beneficiaries of collapsing oil prices, with the
majority of countries being net energy importers.

So putting this all together, Asia is getting back to business faster than anyone else, and is arguably in a
far superior financial position compared to other developed regions.

What has been happening in our portfolios?

So what’s been happening in our portfolios? Not a huge amount. We remain bullish on the region’s
underlying demographics, adoption of technology and the rise of the Asia consumer, which is where our
portfolios our positioned. Our biggest question is whether the current crisis accelerates trends that were
already underway.

For instance, one of our largest holdings, that’s SEA international, an ASEAN ecommerce business, has
been booming under lockdown, especially in Indonesia, so we believe gross merchandise sales could now
well grow more than 100 per cent this year to more than $30 billion, significantly higher than our original
estimates. And more importantly, we see a permanently higher shift in the adoption of the online economy
across south east Asia.

Over in China, many of our technology companies have been expanding rapidly into new categories.
JD.com, the online retailer, has seen orders for online groceries accelerate by 3-400 per cent, and has had
to add more than 20,000 employees to help with logistics.

Trading in the portfolio has been pretty limited, albeit we did take advantage of some extreme price
moves, for example we purchased Longyi Green Energy, China’s largest maker of solar cells, and added
to some quality cyclical companies like Nexteer, the auto component maker, which is well placed for an
era of autonomous driving.

By country, funding has come in part from India, where we do have some concerns, the country was
already experiencing a lacklustre economy before Corona, with significant issues in the financial sector,
and it has therefore not come into this crisis in good shape.

We have broadened our portfolio out a little into parts of ASEAN, for example Indonesia, where valuation
looked extreme, but our biggest relative position remains Vietnam, which is likely to benefit from the
relocation of manufacturing away from China, a process likely to be accelerated by the current crisis.

Conclusion

So to conclude, we are positive. We believe Asia is coming out of this crisis first, in far better financial
shape than western economies, with superior long-term growth prospects and at cheaper valuations. And
we believe our portfolios of growth companies focused on technology and innovation are extremely well
placed in a post-Covid world. So for investors, we believe it is time to look East.
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Annual Past Performance to 31 March Each Year (net%
2016 2017 2018 2019 2020

Asia ex Japan Composite -10.9 34.8 23.7 -0.5 -2.3
Source: Baillie Gifford & Co. Sterling.

Past performance is not a guide to future returns.

The views expressed are those of the speakers 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.

This film contains information on investments which does not constitute independent 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 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 hon-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.

Hong Kong

Baillie Gifford Asia (Hong Kong) Limited 77Z 22 M & /&) & MR 2 & 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 Gifford Asia (Hong Kong) Limited #7£ 22 M &%) &/ 4 & 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
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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.

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.

Europe

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 is a wholly owned subsidiary of Baillie Gifford Overseas
Limited, which is wholly owned by Baillie Gifford & Co.

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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