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LONG TERM GLOBAL GROWTH —
PHILOSOPHIES — LONGEVITY
MARK URQUHART

Investment manager Mark Urguhart would love to see companies currently in the portfolio still
having their place in it in 2050. For him, it is not enough for businesses to endure, they must
adapt and, crucially, be brave enough to disrupt themselves, if they are to manifest growth for
many years to come.

This communication is intended for professional investors and consultants only. It is not intended for
use by any other persons including members of the general public.

This communication was produced and approved in May 2017 and has not been updated
subsequently. It represents views held at the time of writing and may not reflect current thinking.

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

Mark Urquhart: | would love for there to be companies in the portfolio today, 2016, that are still
there in 2050 and are still growing.

I’m Mark Urquhart, one of the portfolio managers on the Global Equity team at Baillie Gifford and
I’ve been involved with that team since its inception in 2003.

I wrote a paper about longevity because | was interested in it from a perspective as a long-term
investor. I think there are two different definitions of longevity, there’s the literal one where obviously
if something is long-lasting, it has longevity. For us what’s much more interesting are what creates
longevity and I think there is a lot of interesting cultural attributes surrounding that; how companies
think about themselves, how they reward themselves, how they allocate their capital, the decisions
they take today that lead to outcomes in ten or 20 years’ time.

Sometimes we refer to seeing companies go through the teenage years, in the sense that they’ve had
the initial idea, they’ve prospered with that. The real success stories are those that come through those
teenage years, and not everyone gets through it successfully — some will fall by the wayside — that’s
fine, it’s our job to spot those which can turn into the growing and maturing adults.

It’s not just enough for businesses to endure. You want businesses that can also adapt. I think it’s
really important when we think about businesses, how can they react to different circumstances? Are
they brave enough to disrupt themselves? There are many instances in our portfolio where companies
have actually created new markets going against themselves. Think of the Kindle and Amazon —
people thought they were daft to launch that because books was their core business. But, actually,
they’ve now got over half the market in digital books; it was an absolutely crucial business decision
and has allowed Amazon to carry on growing and be a long-lasting business.

‘ BAILLIE GIFFORD
___—-'/

Copyright © Baillie Gifford & Co 2015. Authorised and regulated by the Financial Conduct Authority LTGG Philosophies Global
INS AR 0438 47548




LTGG May 2017

I think economic theory really struggles to cope with the concept of longevity. It’s all about rational
agency, it’s about efficient frontiers, it’s about returns being bid down by new capital coming in. And
that doesn’t capture what to me is often the essence of longevity, which is creativity, which is brand,
which is craftsmanship. Think of the example of Hermes, one of my favourite companies in the
portfolio — it’s been around since 1840 making leather goods. That shouldn’t exist in theory because
others should come in, they should be able to bid it down, they should be able to replicate. But
actually, it’s precisely because they’ve been making these bags for so long that they’re so sought after
and they have these iconic handbags that no one can recreate. That’s really special but it’s very very
hard to value.

There’s a lot of subjectivity involved in valuing any intangible asset, it’s not straightforward. But to
me it’s actually one of the single most important parts of a company — that’s the heartbeat, that’s the
DNA of a corporate entity, and that’s what keeps it alive for so many years. So it’s vital that we try to
think about it and it perhaps lets us have a difference from other people in the market.

Longevity involves having the right products; it involves society; it involves what your competitors
are doing; it involves making sure that your products don’t become defunct, so you can be a long-term
company but not ensure longevity. An example would be Kodak, which had existed for many many
years, wasn’t adaptable, invented the digital camera, shelved it because it wanted to protect its initial
business in film, and then went bust. It was a long-term business, had long-term outlooks, but it didn’t
have longevity. So, it’s not about companies lasting for a long time per se. For us it’s all about having
these long-lasting businesses which are also growing, because that’s a really powerful combination
when you put a business that can last for many years and it’s growing at a significant rate — that’s very
exciting for us.

We think that management is absolutely crucial. You want people that are absolutely passionate,
they’re not there for three or four or five years just renting the corner office, they’re there because
they love the business, they’re there because they want it to endure, they’re there because they want to
build something that lasts 30 or 40 or 50 years, and in many cases they spend their entire working life
at those companies.

Take Jeff Bezos at Amazon, the third richest man in the world. He doesn’t need to go into Amazon
every morning but he’s the first there, he’s the last to leave. And he wants that business to be around
in 50 and 100 years’ time, long after he’s flown off on his rocket.

Every company we look at we put through a 10-question stock framework. And as part of this process
of looking at longevity, I’ve been interested in whether we should look at question four particularly
which focuses on business culture, think about its differentiation, think about its adaptability, what the
preconditions are for longevity of business culture.

Question nine for us is about is the business attractively valued, and it’s got me thinking about how
attractive is the valuation over five years, over ten years, over 15 years. | feel more and more strongly
that the search for longevity is something that Baillie Gifford can really differentiate itself with
against the myopia of the short-term market. For me, longevity is a key engine of growth. If you think
about what we’re trying to do, we’re looking for companies that are growing in ten years and beyond,
and longevity opens the door to that. It allows these companies not just to grow for the first couple of
years but to actually have long-lasting growth. That’s really powerful when the market is so focused
on the short-term.
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Any stock examples used in this transcript are not intended to represent recommendations to buy or
sell, neither is it implied that they will prove profitable in the future. It is not known whether they will
feature in any future portfolio produced by us.

Any stock examples used in this communication are not intended to represent recommendations to buy
or sell, neither is it implied that they will prove profitable in the future. It is not known whether they
will feature in any future portfolio produced by us.

Any individual examples will represent only a small part of the overall portfolio and are inserted
purely to help illustrate our investment style.

The views expressed are those of Mark Urquhart 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 communication 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.

All information is sourced from Baillie Gifford & Co and is current unless otherwise stated.
Baillie Gifford & Co and Baillie Gifford & Co Limited are authorised and regulated by the Financial
Conduct Authority. Baillie Gifford & Co Limited is an Authorised Corporate Director of OEICs.

Baillie Gifford Overseas Limited is wholly owned by Baillie Gifford & Co. Baillie Gifford Overseas
Limited provides investment management and advisory services to non-UK clients. Both are
authorised and regulated by the Financial Conduct Authority.

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 77E 22 M & /&) & #R 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

AR M & &) AR 2 & can be contacted at Room 3009-3010, One International Finance Centre,
1 Harbour ViewsStreet, Central, Hong Kong. Telephone +852 3756 5700.
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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.

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. 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.
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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

Buaillie 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.
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