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Investment manager Tom Coutts and investment specialist Paul Taylor give an update on the 
International Growth Strategy for Q3 2024. 

 
Your capital is at risk. Past performance is not a guide to future returns. 

 
Paul Taylor (PT): Hello and welcome to the Baillie Gifford International Growth 
update for the third quarter of 2024. My name is Paul Taylor and I'm one of the 
investment specialists working with the strategy and I'm joined today by Tom 
Coutts, one of our investors and also chairman of the strategy. We'd like to give 
you an update today in terms of some of the recent drivers of share price 
performance, but also give you some detail in terms of the new exciting growth 
areas that we're finding to invest in on your behalf.  
 
Before we get into that, a very quick reminder of what we do on the strategy. We're 
aiming to identify around 50 or so of the most exceptional growth investment 
opportunities from the international markets. We're aiming to identify two types of 
companies, really those that are able to grow very rapidly and those that are able 
to grow over very, very long periods of time. We aim to hold these companies for 
periods of 5 to 10 years, maybe longer. But in every case, we expect every holding 
to be able to deliver exceptional investment returns over the long term.  
 
So, Tom, thank you very much for joining me.  
 
Tom Coutts (TC): Thanks, Paul.  
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PT: We've had some very positive performance over the summer months. Also, 
over the last year, performance has been good. Could you give us a flavour of 
some of the drivers behind that performance?  
 
TC: Of course, yeah, very happy to. And it's great to see the performance over 3 
and 12 months looking a bit better. As you say, we think over a 5 and 10-year 
period. So, it's a small positive, but we're really thinking out the long term. And 
we're also very aware that the 3-year numbers in particular, the experience we 
delivered for clients is dreadful. So, we need that to turn around. We're confident 
the companies are delivering in a way that will improve. And yes, over the last few 
months, we've seen good operational performance and share price returns from a 
range of companies. Some will be quite familiar names like MercadoLibre, Latin 
American e-commerce business, Spotify, or Adyen, a Dutch payments processing 
company.  
 
I might pick up on Wix, which is a less familiar name maybe, but quite symptomatic 
of what we've seen over the last few years. So, Wix is a website development 
company. If you own a bakery and you want to sell your bread online, you need a 
functioning website, and Wix is one of the providers of that technology. As you can 
imagine, we've owned it for several years, but as you can imagine going into the 
pandemic period, if you didn't have a fully functioning website, you were really 
going to struggle. So, demand for Wix's products really took off massively during 
2020 and carried on into 2021. And then it had a big hangover in terms of demand 
and how they actually managed that growth for a couple of years after. But what's 
been great to see is that they've been resilient, they've adapted, they've continued 
to grow now. In the latest quarter, they're growing 12 to 15 per cent. Sales this year 
will be about twice what they were before the pandemic, about $2bn. So, it's 
grown very nicely through that period, and it's much more profitable. Net margins 
and free cash flow margins will be in the high 20s. So, this is a business we liked. 
It's had a sort of whipsaw experience, both operationally and in share price terms. 
The shares were very strong and then fell way over 80 per cent and they've 
recovered quite nicely since. It's kind of symptomatic of that category of company 
that were kind of pandemic winners, but we liked them before the pandemic. We 
still like them now. In many cases, we like them even more. I mean, it's been right 
for us to be patient, again, the 5, 10-year perspective and hold them through that 
period, despite the very volatile experience along the way.  
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PT: And that's a pattern we've seen play out in a number of other holdings as well, I 
think. Is it fair to say?  
 
TC: Yeah, completely. So MercadoLibre would be an example of that. Spotify, 
again, great illustration. Spotify is now back above its pandemic highs in share 
price terms or at around that level. And again, huge demand during the pandemic, 
a bit of a weakness afterwards, followed by a collapsing share price or 
accompanied by a collapsing share price, and then self-help and improvement to 
really focus on the customer proposition. So, we've seen that play out a few times 
and it's been, I think, validation of the importance of being patient. There are some 
cases where that hasn't worked out and we've sold and moved on, and that 
process is sort of coming to an end. I think we've got a couple more names like that 
in the portfolio.  
 
PT: So, just moving on. On to the other side of the ledger. ASML is a company that 
we've held in the strategy for a very long time. It's been one of the best 
contributors to performance over the last 10 years. It's been weaker more recently. 
You met with management a few weeks ago. Any reflections you could share from 
this? 
 
TC: Yeah, so we had an afternoon in Veldhoven in the Netherlands a few weeks 
ago. So ASML is a Dutch lithography business. They make the machines that are 
critical to the continuation of Moore's law of semiconductor shrinkage in a broad 
sense. And to give an example of or to illustrate the importance of their machines; 
a single EUV machine, the next generation one, will cost something like $380mn. 
These are not things you buy off the shelf. We saw the management a few weeks 
ago. I think a couple of things struck us. One is that they are just going through a 
management transition after two really important people have stepped down in the 
last few months. We think they're handling that pretty well. We think they're very 
thoughtful about that transition, and it's been managed and planned for a long 
time. I think on the business, we are still very happy to own ASML. We think it's 
going to be a critical enabler of continued technological progress. I do think, 
though, that the drivers of that progress are likely to broaden out. One of the 
things we've seen is that the amount of semiconductor spending going on 
lithography, which is what they do, has risen steadily over the last 10 or 15 years. 
That may be coming to an end. So, it'll remain important, but it may not become 
more important. And conversely, we're seeing other areas of semiconductor 
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spending probably pick up. We think testing is likely become more important. We 
have taken a holding in a Japanese business called Advantest, for example. So, we 
still like ASML. We admire it a great deal. We think it's got good growth prospects 
and it'll remain a core holding, but probably more at the 4 per cent to 5 per cent 
level rather than 7 per cent or 8 per cent as it has been previously.  
 
I guess in that I haven't mentioned recent share price performance. I mean, that's 
kind of largely noise as far as we're concerned. There's nothing fundamental going 
on at the company. But we're still thinking about the long-term prospects and the 
recent share price weaknesses is really just noise as far as we're concerned.  
 
PT: Thank you very much.  
 
You mentioned a few new companies in the Advantest one we added earlier in the 
year. We've been very active on the research side, or as active as ever, but 
portfolio turnover has moved up within the corridor that we'd expect to be in, 10 to 
20 per cent turnover a year commensurate with our long-term outlook. We've 
added DSV recently, also Novo Nordisk. It'll be interesting to hear what brought us 
to DSV and why now for Novo? 
 
TC: Yes, okay, so you're right. I mean, this is a slight tick up in a sort of pre-
disciplined way. Our turnover shouldn't go up too far, but partly reflecting some of 
my comments on Wix, there are a couple of companies that were sort of the 
pandemic beneficiaries that have not re-emerged stronger as Wix has done and 
we're selling those.  
 
PT: Can we stop there, with HelloFresh?  
 
TC: HelloFresh, yeah, M3 would be an example. In GenMab, we've taken a bit of 
money out of recently. That's a slightly different case. But yeah, HelloFresh is 
online food delivery, for example, food delivery boxes. You know, as you can 
imagine, great success during the pandemic. And then it really matured very 
quickly. Zalando is probably in that camp as well. So, a few of those companies 
we're kind of working through. The more important side, I think, is the buying side, 
so the opportunities that we're finding. And you touched on this. And again, there's 
something there that's important to mention of the broadening out of the research 
funnel. I think we've got a bit narrow in the types of companies we were looking for 
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in the late 2010s, probably too consumer focused, e-commerce, digitally enabled 
type businesses. I'm simplifying a bit, but at the margin we went a bit too far down 
that path and we're broadening out the types of companies we're owning.  
 
So DSV is a good example of that. It's a freight forwarder. So, it competes with 
businesses like Expeditors, C.H. Robinson, or DHL. Freight forwarding is the 
business of getting goods from the BCO, the beneficial cargo owner, through to 
the retailer or the wholesaler or the customer at the end. It's the everything in 
between, and it's a very capital light business. You don't own the ships, trucks, etc, 
it's a brokerage type business. DSV is one of the consolidators of what is probably 
the best consolidator of what is a very fragmented market. The top 25 freight 
forwarders have something like 20 per cent volume today. We think that's going to 
continue to consolidate, and we think DSV will drive that. It's a very good business, 
we have admired it for a while, and we've taken a hold on it. They've actually just 
done another big deal, which we think will be transformational.  
 
And then Novo Nordisk. Novo, along with Lilly, obviously dominates the relatively 
new market for obesity, weight loss drugs. We've owned Novo in the past. This is a 
sin of omission, really, for us. We sold it a few years ago because of concern about 
the pricing of insulin.  
 
PT: When you say a few years, 2017, I think?  
 
TC: Yes, seven years ago, yeah so, we sold it a while back. And I think, actually, in 
a way, those concerns were right. What we didn't see coming was the success of 
some of their newer weight loss drugs. And that business has really taken off in a 
way we didn't anticipate. So, this is addressing that omission on our part. We think 
it's very well placed with Lilly. We think this is still in the very early stages as a 
growth market, and we think the dominant position those two companies have is 
likely to endure. This is quite difficult from small molecule drug manufacturing. This 
is much more about the manufacturing process, the expertise in metabolic 
systems, trial design, all that kind of thing. We see Novo as likely having a very 
strong position alongside Lilly for the next decade at least. We've taken an initial 
probably one, one and a half per cent position and we will, I think clients can 
expect that to tick up over the next six to 12 months.  
 
PT: Excellent.  
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Thank you very much for your thoughts.  
 
TC: Thanks Paul. Very much appreciated.  
 
PT: Thank you for watching. I hope we've provided some insights in terms of the 
drivers behind recent performance, reminding you that it's for us remains about the 
five-to-10-year horizon and that we've been active in seeking out new growth 
opportunities on your behalf. We look forward to updating you again in the future.  
 
Thank you. 
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International Growth 
Annual past performance to 30 September each year (net%) 

 2020 2021 2022 2023 2024 

International Growth Composite 53.7 16.2 -46.1 14.1 28.8 

MSCI ACWI ex US Index*  3.4 24.4 -24.8 21.0 26.0 
 

Annualised returns to 30 September 2024 (net%) 

 1 year 5 years 10 years 

International Growth Composite 28.8 7.2 7.1 

MSCI ACWI ex US Index*   26.0 8.1 5.9 
*MSCI EAFE Index prior to 30 September 2018. 
Source: Revolution, MSCI. US dollars. Returns have been calculated by reducing the gross return by the highest annual 
management fee for the composite. 1 year figures are not annualised. 

 
Past performance is not a guide to future returns. 
 

Legal notice: 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. 

  

Risk factors  
This communication was produced and approved in October 2024 and has not been updated 
subsequently. It represents views held at the time and may not reflect current thinking. 
 
The views expressed should not be considered as advice or a recommendation to buy, sell or hold a 
particular investment. They reflect 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, but is 
classified as advertising under Art 68 of the Financial Services Act (‘FinSA’) 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.  
 
The images used in this communication are for illustrative purposes only. 
 
 
 
 



  
Baillie Gifford – International Growth Q3 investment update October 2024 

 
 
Calton Square, 1 Greenside Row, Edinburgh EH1 3AN 
Telephone +44 (0)131 275 2000 / bailliegifford.com 

 
 

Copyright © Baillie Gifford & Co 2024. 
 

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. 
 

Financial intermediaries 
This communication is suitable for use of financial intermediaries. Financial intermediaries are 
solely responsible for any further distribution and Baillie Gifford takes no responsibility for the 
reliance on this document by any other person who did not receive this document directly from 
Baillie Gifford. 
 

Europe 
Baillie Gifford Investment Management (Europe) Ltd (BGE) is authorised by the Central Bank of 
Ireland as an AIFM under the AIFM Regulations and as a UCITS management company under the 
UCITS Regulation. BGE also has regulatory permissions to perform Individual Portfolio 
Management activities. BGE provides investment management and advisory services to European 
(excluding UK) segregated clients. BGE has been appointed as UCITS management company to the 
following UCITS umbrella company; Baillie Gifford Worldwide Funds plc. BGE is a wholly owned 
subsidiary of Baillie Gifford Overseas Limited, which is wholly owned by Baillie Gifford & Co. Baillie 
Gifford Overseas Limited and Baillie Gifford & Co are authorised and regulated in the UK by the 
Financial Conduct Authority. 

 
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. 
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Australia 
Baillie Gifford Overseas Limited (ARBN 118 567 178) is registered as a foreign company under the 
Corporations Act 2001 (Cth) and holds Foreign Australian Financial Services Licence No 528911. 
This material is provided to you on the basis that you are a “wholesale client” within the meaning of 
section 761G of the Corporations Act 2001 (Cth) (“Corporations Act”).  Please advise Baillie Gifford 
Overseas Limited immediately if you are not a wholesale client.  In no circumstances may this 
material be made available to a “retail client” within the meaning of section 761G of the 
Corporations Act. 
 
This material contains general information only. It does not take into account any person’s 
objectives, financial situation or needs. 
 

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 ('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. 
 
Israel 
Baillie Gifford Overseas Limited 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 material 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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Singapore 
Baillie Gifford Asia (Singapore) Private Limited is wholly owned by Baillie Gifford Overseas Limited 
and is regulated by the Monetary Authority of Singapore as a holder of a capital markets services 
licence to conduct fund management activities for institutional investors and accredited investors in 
Singapore. Baillie Gifford Overseas Limited, as a foreign related corporation of Baillie Gifford Asia 
(Singapore) Private Limited, has entered into a cross-border business arrangement with Baillie 
Gifford Asia (Singapore) Private Limited, and shall be relying upon the exemption under regulation 
4 of the Securities and Futures (Exemption for Cross-Border Arrangements) (Foreign Related 
Corporations) Regulations 2021 which enables both Baillie Gifford Overseas Limited and Baillie 
Gifford Asia (Singapore) Private Limited to market the full range of segregated mandate services to 
institutional investors and accredited investors in Singapore. 
 


