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INTERNATIONAL GROWTH

Managers of the International Growth strategy Tom Coutts, Lawrence Burns, Brian Lum and Julia Angeles
give an insight into their investment philosophy.

This recording 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, your or your clients’ capital may be at risk.
Income is not guaranteed. Past performance is not a guide to future returns.

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

Thomas Coutts (TC): At Baillie Gifford, we’ve been investing in international equities for more than 100
years. Over that time, we’ve learnt some simple lessons that have helped shape the philosophy of our
International Growth strategy.

That strategy is managed by a team of generalist investors, some of whom you’ll meet in this short film.
We conduct fundamental bottom-up research and we each bring a slightly different perspective to that task
within our shared philosophy. The role of our team is to back individual conviction in order to harness
those diverse perspectives to the benefit of our clients.

Lawrence Burns (LB): The truth is, most companies simply do not matter when it comes to investment
returns. Instead, it is a small number of positive outliers that make investing in equities worthwhile. Truly
exceptional growth companies that can return 5, 10 or even 15 times a client’s initial investment.

International Equity Market Wealth Creation
1990-2018

$16 trn $11 trn

from 69% from
44,034 firms 0.25%

Source: Bessembinder, H., Cheng, TF., Choi G. and John Wei, K.C.
Do Global Stocks Outperform Treasury Bills? (July 2019).
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Academic research shows that over the last 28 years, international equities created over 16 trillion dollars
of net wealth. However, 69 per cent of that net wealth can be attributed to a mere 0.25 per cent of
companies. That’s just 111 out of over 44,000. It’s identifying and owning these rare companies and
understanding the long-term upside that truly matters.

Most successful and least successful investments
(share price terms)
1 January 2010 - 31 December 2019
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Source: International Growth Composite.

If you look at the returns of our most successful investments and our least successful, the power of outliers
is clear. Our most successful investment alone has more than made up for our five worst mistakes of the
last decade. That is the power of investing in truly exceptional growth companies.

Brian Lum (BL): Timeframes matter. If you’re lucky enough to find a great growth company, you need
to own it for as long as possible. We are trying to add value by running winners and compounding returns.

It is about patience. Our portfolio turnover is around 10 to 20 per cent per annum, which means that we
typically hold shares for 5 to 10 years. And there are some stocks in the portfolio that we have owned for
much longer than that.

We think it is important to invest with an ownership mentality. This means engaging actively with
companies on matters such as strategy and governance. It also means focusing on sustainability so that the
company’s long-term developments take into account the interests of all stakeholders and to society more
broadly.

Julia Angeles (JA): If we want our companies to be ambitious and focus on long-term outcomes, we need
to invest alongside business leaders with a similar mindset. In our experience, these qualities are more
common in the companies that have a strategic backer. For example, a strategically backed company could
be either founder-led or family-run. These companies are often more willing to make bold investment
decisions and ignore short-term market pressures.

The International Growth portfolio is skewed towards companies which are either founder-led or family-

run. And towards the companies that continue investing in future growth, through research, capital
expenditures, and by strengthening their competitive position.
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TC: Our competitive edge is routed in Baillie Gifford’s partnership structure. As a multigenerational
private partnership, we take a long-term perspective when we think about our own firm, when we think
about our clients, and when we select companies in which to invest on their behalf.

That long-term perspective allows us to think creatively and optimistically about what might go right for a
company over the next 5 to 10 years rather than trying to second guess how the share price may react to
the next set of quarterly results.

We’re a firm with over 100 years of investing history but when we invest, we look to the future, not the
past. We aim to use our partnership structure and the best of that century-long history to keep getting
better at the task of investing so that we can identify the exceptional growth companies of tomorrow and
own them well on behalf of our clients.

Annual Discrete Performance to 30 June Each Year (%)
2017 2018 2019 2020 2021

Baillie Gifford International Growth
Composite 30.8 24.2 -3.3 30.5 44.1

MSCI AC World ex US 20.8 7.4 24 -4.4 36.3

Annualised returns to 30 June 2021 (%)

1 Year 5 Years 10 Years
Baillie Gifford International Growth
Composite 44.1 24.2 12.6
MSCI AC World ex US 36.3 11.6 6.8

Source: Baillie Gifford & Co and relevant underlying index provider(s). USD.

Net of fees returns have been calculated by reducing the gross return by the highest annual management fee for
the composite.

All investment strategies have the potential for profit and loss.

Past performance is not a guide to future returns.
Important Information

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 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.

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.
Buaillie Gifford & Co and Baillie Gifford Overseas Limited are authorised and regulated by the FCA in the UK.
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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.

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.
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