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EUROPE EX UK MANAGER
INSIGHTS

Stephen Paice, investment manager in the Europe ex UK team, gives an update on the activity and current
positioning of the portfolio.

This film is intended solely for the use of professional investors and should not be relied upon by any other person. It
is not suitable for retail clients.

All investment strategies have the potential for profit and loss. Past performance is not a guide to future returns.

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

Stephen Paice (SP): The current environment continues to be very uncertain, however equity markets by nature are
volatile and, as investors, we have to live with this.

Over the last couple of months, we’ve certainly not had any reason to panic though, or be tempted to switch investment
style or into stocks which are perceived to be either ‘safe’ or ‘cheap’ despite having limited growth prospects, or being
lower quality, or even both.

What we do believe though is that governments will try and do everything possible to speed up the inevitable recovery
and that entrepreneurial and financially strong companies exposed to long-term structural trends will tend to
outperform. This is what has worked for us in the past and is what we will stick to.

Portfolio performance and positioning

Hindsight is a great thing but investing through a crisis is made much easier if you have a long-term investment horizon
and the right kind of portfolio going into it. Performance continues to be very good and there are a couple of broader
reasons for that.

The first is that we have very little debt at the portfolio level, partly because it doesn’t suit our style of investing — we
like companies that are asset light and can scale quickly — but also because the majority of companies we invest in
have families or founders or other insiders with their own personal money at risk who themselves don’t like taking on
too much debt. These are the companies that are not only resilient but also capable of emerging from this crisis in a
stronger position, whether taking share of weaker competitors or by acquiring them.

And the second reason is that, even before the crisis, the portfolio was tilted to structural growth from trends such as
digitalisation and the shift in consumer behaviours from offline to online, which all seem to be accelerating in the
current conditions, and limited exposure to some other sectors like banking and energy which haven’t done so well.
So not only does the portfolio have lower levels of debt, it is also growing revenues at much faster rate that the
index. Positive contributors included Sartorius Stedim (which manufactures equipment for biosimilar and vaccine
production), Bechtle (which is a German provider of IT services for small and medium enterprises), and Delivery
Hero (which is one of our on-demand food delivery companies).
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Outlook
Not having to worry about companies surviving also means we get to think more about how they might thrive, and we
have exposure to two themes in particular that we think are important.

The Microsoft CEO recently said that they’d seen two years” worth of digital transformation in two months — from
remote working to sales and customer service, to cloud infrastructure and security — and over the past couple of months
we have been adding to companies that benefit from trends like this.

We’ve been adding to Prosus (which is a technology holding company), which has stakes in a lot of digital businesses,
the largest of which is Tencent (a Chinese social media, fintech, cloud and gaming platform), which is now our largest
holding and may well possibly be the largest company in Europe within the next five or ten years. Other companies in
the portfolio that we are excited about are Adevinta (which is involved with online classifieds), Zalando (a leading
online fashion wholesaler and marketplace) and Adyen (which is a Dutch technology company which is enabling
businesses to take a variety of different electronic payments). These companies all operate in slightly different markets,
however, they share some very similar characteristics such as having founders involved and, as they benefit for digital
scale and network effects, they should get stronger as they get bigger.

The other less obvious theme that we are excited about is consolidation of niche, but very fragmented, industrial
markets. Companies that should be able to benefit from this include IMCD (which is a Dutch speciality chemical
distributor), NIBE (which is a Swedish manufacturer of energy-efficient heat pumps), and Kingspan (which
manufacturers insulated panels for buildings). These companies dominate their respective industries, they also have
long-standing managers or founders involved and should be in a very good position to acquire weaker competitors and
deliver attractive rates of growth, despite being in slightly less glamorous industries.

We think that the current environment is going to provide something of a wakeup call for many of the companies and
industries in Europe. We think that the market will continue to bifurcate into winners and losers — with the winners
being able to benefit from this new digital world and the new tools available — and the losers — many of them in more
traditional industries — unable to adapt. This is where we will continue to focus our efforts and fortunately we have a
lot of attractive propositions in Europe. You just need to know where to look.

Annual Past Performance to 31 March Each Year (net %0)

016 2017 2018 2019 2020
Europe ex UK Composite 5.6 29.8 9.9 -2.4 6.0
MSCI Europe ex UK * 4.2 27.8 3.7 3.1 -7.5

Source: Baillie Gifford & Co. Sterling.
*FTSE World Europe ex UK Prior to 31/12/16
Past performance is not a guide to future returns.

Changes in the investment strategies, contributions or withdrawals may materially alter the performance and results
of the portfolio.

Important Information

The views expressed in this recording 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.

This recording 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.
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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 #7Z 4% M & /&) &/ 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 #7Z 22 M( &%) A #R 2\ & 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.

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
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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.

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.

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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