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Our new head of ESG, Siobhan Cleary, and head of the client’s department, Nick
Thomas, discuss the evolution of ESG, highlighting the challenges of integrating
ESG factors into investment strategies and the need for clarity and precision.

Your capital is at risk.

Nick Thomas (NT): The term ESG was first popularised in 2004, | think, by a UN
Global Compact report. Yeah, who cares, wins. So how well do you think that
concept of ESG has held up over the intervening two decades?

Siobhan Cleary (SC): Well, | think as we all know, the term has become quite
politicised, challenging. It's become a little bit of everything and nothing. Over the
years, it's become one of those terms that everyone sort of reads into it what they
want it to be. And that's created some problems. So in the investment world, it was
initially framed as this idea that companies, in order to thrive, had to consider their
material environmental or social considerations and factor those into how they
conducted their operations. It's a little bit weird that ‘G’ was in there ever, because
in a certain sense, governance underpins effective management of companies
generally, including oversight of environmental and social issues.

But | think what's happened over the years has become something that those who
don't like the idea of investors looking at environmental and social issues, want to
push to one side and say, well, it's got nothing to do with financial returns. And it's
become something of an article in faith that people hang on to and say, yes, every
issue is financially material in some way. So we're probably at a point now where
we've got a reckoning around the concept and a need to just start to be a little bit
more precise about what it is we mean.
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NT: We'll dig into that a little bit more. So if you think that term of ESG has been
quite loaded with conflicting interpretations, is there something we should use
instead that would be a more constructive framework?

SC: Actually, I've been going back and forth because obviously my title is Head of
ESG, and maybe we'll have to change our view on that. But we don't or shouldn't
be ever talking to a company about its ESG performance. We talk to it about how
it's managing employee relations, how it's thinking about health and safety and its
operations, how it's thinking about supply chain. All of those fall under the header
of ESG, but you can talk about the specifics without resorting to jargon and
probably should be in any event. So come back to me on the term in six months'
time.

NT: Our community, the investment community, is experiencing a lot of
polarisation around sustainability. The fundamental debate seems to be really
whether should investors at all consider a company's impacts on society or on the
environment in matters that do not immediately relate to financial gain and maybe
it is a time horizon question. We're finding this difficult. Baillie Gifford is a very
client focused organisation, but we have sets of clients who want quite conflicting

things. How are we going to navigate this challenge?

SC: So a few things in there. One, | think your point around time horizons is exactly
right. If you think about environmental and social factors in the company's
performance, there are certain things that will be immediately relevant. So if water
is an input into a company's manufacturing, then availability, access to water, and
the tensions or otherwise that access creates with communities is going to be a
directly relevant consideration. So that's a clear area where this is a relevant
factor. But over longer time horizons, the kind of time horizons we invest in, the
impact that a company has on an environment, the impact it has on society, might
become material even if it's not immediately material. That's where the space we
play in. We have to factor in those impacts. We may not make different investment
decisions once we've thought about it, but we have to at least think about it.
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So that's the time horizon question. When you get into this idea that clients want
different things from us, | would suggest that the bulk of clients actually want the
same thing, which is to deliver them investment returns in accordance with the
mandate that they've given us. We're very clear on that and we understand that.
What we do have, however, is some clients who themselves are thinking maybe
over even longer time horizons than we are and really thinking about the
contribution they can make to addressing some big challenges like climate change,
and they really want their managers to help them in regard to that. And then you
have some clients at the other side who perhaps have sort of a much narrower
framing and much narrower understanding of fiduciary obligation, and they're
saying, all we want you to focus on is investment returns. And | think what's really
important is just being clear with clients about what their expectations are, and
then making sure that you're managing in accordance with that, but also being
clear about what your own investment philosophy is and how we think about these
things, which | think we have tried to do very much, certainly as long as I've been
here.

NT: Well, one phrase I've heard us use internally, which helps to make sense of this
topic is social license to operate, which you'll be familiar with. What we're saying
there is, you know, our investment time horizon is five to 10 years. We need to
think about the negative effects that the company could have on its environment
or its stakeholders, and then how that will come back to it and affect its financial
performance. So it's saying how you treat people you're involved with affects your

own business performance. Does that help?

SC: I'm from South Africa originally, and one of the very clear things in the post-
apartheid South Africa in 94, when we moved to this democracy in South Africa,
there was a very clear understanding about exactly this idea. We called it a social
compact at the time, but this idea that the collective wellbeing of the country was
dependent on government, civil society, trade unions and companies working
together and recognising the role they had to play for that collective future. And |
think you find the same idea and it will play out in different ways, but companies

that ignore the impacts that they have on the environment, on society, they're
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probably not going to be great investments over certainly our time horizons and

probably the time horizons of many of the clients we invest on behalf of.

Risk Factors

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 was produced and approved in May 2025 and has not been
updated subsequently. It represents views held at the time of writing and may not
reflect current thinking.

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.

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.
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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.

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.

China

Baillie Gifford Investment Management (Shanghai) Limited

MERREE(LEB)ARLAT('BGIMS’) is wholly owned by Baillie Gifford Overseas
Limited and previously provided investment research to the Baillie Gifford Group
pursuant to applicable laws. BGIMS is incorporated in Shanghai in the People’s

Republic of China (‘PRC’) as a wholly foreign-owned limited liability company with a
unified social credit code of 91310000MA1FL6KQ30.
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Baillie Gifford Overseas Investment Fund Management (Shanghai) Limited

MEBNERESEE(LB)ARAT('BGQS) is wholly owned by Baillie Gifford
Overseas Limited. BGQS is incorporated in Shanghai as a limited liability company
with its unified social credit code of 91310000MA1FL7JFXQ. BGQS is a registered
Private Fund Manager with AMAC with a registration code of P1071708. BGQS has
been approved by Shanghai Municipal Financial Regulatory Bureau for the
Qualified Domestic Limited Partners (QDLP) Pilot Program, under which it may
raise funds from PRC investors for making overseas investments.

Hong Kong

Baillie Gifford Asia (Hong Kong) Limited #aZt 55 M (ZF&)A R4 7 is wholly owned by
Baillie Gifford Overseas Limited and holds a Type 1 license 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 & 5EM(&Fi&)HBR 2 F can be contacted at
Suites 2713-2715, Two International Finance Centre, 8 Finance 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.
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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
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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.

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.
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