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Investment manager Christopher Howarth and investment specialist Thomas Hodges give an 
update on the Europe ex UK and Pan Europe strategies covering Q2 2024. 

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

Thomas Hodges (TH): Welcome to this quarterly update video covering the European Equity 
Strategy. My name is Tom Hodges, I'm an investment specialist covering the European team and 
I'm joined today by Christopher Howarth who is an investment manager on the European team. And 
today we're going to run you through performance and also what we've been doing in the portfolio. 

So, kicking off with performance, you'll have noticed that we underperformed in the second 
quarter. And while this is disappointing, we have to reflect on how that's been driven. And it was 
driven by a few large holdings seeing some share price weakness. Those companies, which are 
Dutch payments company Adyen, Ryanair, the European airline, and Sartorius Stedim, which is a 
bioprocessing equipment manufacturer, whilst the guides that they made, the results that they 
issued have led to them seeing some share price weakness, we actually think that the outlook looks 
a lot brighter. And that's because, you know, we need to remember that the map is not the territory. 
Perceptions don't always equal reality. So, if you take Ryanair to begin with, Ryanair has issued a 
fairly soft summer fare growth outlook. But if you put this in the context of how fares have grown 
quite significantly since COVID, as you probably well know from booking flights, and how there is a 
real structural supply and demand imbalance in the airline industry at the moment. The outlook for 
Ryanair's pricing power looks very, very strong. And the fact that it's grown capacity since Covid 
should enable it to take market share. So this looks very strong in the short, the medium and the 
long term for Ryanair.  

And if you take Adyen, which saw its take rate fall in its quarterly results, this was actually largely 
due to scaling up a new customer. So it actually reflects a business win, which will be supportive for 
volume growth. And over time, they will be able to continue to maintain their premium take rate just 
on the virtue of the fact that they have a really strong technology platform and they create a lot 
more value for the customers that they support.  
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And then in the case of Sartorius Stedim the long term looks really strong but in the near term 
they've seen some demand weakness and demand volatility so the orders that they were receiving 
haven't improved sequentially as the market would have liked after a really poor 2023. But the long 
term looks really strong because it's supported by the growth of the biologics drug industry. 
Biologics, which are more targeted, more personalized drugs, they're expected to outpace the 
growth of the broad pharmaceuticals industry quite significantly over the coming years. And in 
order to develop them, you need bioprocessing equipment, of which Sartorius Stedim is one of the 
leading producers, and therefore they should be a disproportionate beneficiary of this.  

And of course, there were positives for the portfolio over the quarter. Spotify continues to perform 
really well. have noticed that they might have pushed through a price increase in your subscription. 
But the fact that they've done that without much attrition shows how strong the product is and how 
it's created a product that customers love. And the pricing power that they're starting to exhibit 
should support their progress towards becoming a profitable company. And then Hypoport, which is 
a German mortgage origination platform, that continues to perform well as we start to see German 
mortgage volumes tick up after a really weak period. 

But probably one of the best ways to test whether perceptions meet reality is to get out there and 
to meet companies on the ground. That's exactly what Christopher has just been doing. 
Christopher, you've just come back from Poland. So maybe you can talk to us about your trip, the 
types of companies that you saw and your takeaways.  

Christopher Howarth (CH): Yeah, so I went to Poland for about three days with a colleague from 
another team at Baillie Gifford. And over that time, I met a variety of different Polish businesses 
from a video gaming company to some construction businesses and to mines as well. So it was a 
real kind of mix of different companies. And one of the things that you immediately notice about 
Poland is how much construction work and how much general kind of progress it feels like there is 
taking place. Now Poland is a really remarkable country. It's grown at mid to high single digits since 
basically the fall of communism in the early 90s. And it's not a country which people often associate 
with growth stocks. Often we think of the industrials of Germany and Sweden or the luxury houses 
of France and Italy, but actually Poland has now got a growing group of very exciting businesses. 
So this was a really good opportunity to go out there and to meet businesses and to get insights 
that you wouldn't necessarily get from looking at a business's annual report.  
 
TH: And I know you went and saw a company which is focused on groceries for rural Poland, which 
is quite niche. And it's a company you followed for quite some time.  

CH: That's right. So this is probably one of the stranger investment trips I made was into rural 
Poland to visit and tour a range of discount supermarkets. So Dino Polska was a business which I 
first encountered a couple of years ago when screening for businesses with phenomenally high 
returns on capital. And what it does is it opens a new store almost every day. It generates incredible 
returns which it puts straight back into, reinvests into organic growth. It's a family-owned business 
and it is taking huge amounts of market share within Poland. So I met them, I met one of their 
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leading competitors and at the same time there's been quite a, there's been a bit of fear in the 
market around deflation, which has suddenly hit Poland. And this has caused a lot of the stocks in 
the sector to derate. So this actually gave us a good opportunity to take a position in this company.  

TH: And that becomes our second Polish holding.  

CH: That's right. So we currently own another business called Allegro, which is sometimes 
described as the Polish Amazon. It's an e-commerce marketplace which about 53 per cent of Polish 
households use regularly. And Allegro has demonstrated surprising resilience in the face of 
competition from the likes of Amazon, from Temu, the Chinese retailer. And Allegro has managed 
to really entrench its position in the Polish market. And we're confident that it will continue to hold 
its own over the next few years. 

TH: But changing tack very significantly to another company that we've owned, it's quite high 
profile, it's in the news, it's on the podcast, it's everywhere. We've taken a position in Novo Nordisk, 
so perhaps you could take us through why we've decided to take a position at this time.  

CH: So Novo Nordisk is a fantastic business. It's undoubtedly one of Europe's finest pharmaceutical 
companies. Taking a position is a somewhat bittersweet moment for us, given that this is a 
company which we have historically owned over many years, and we finally decided to sell it several 
years ago over concerns around insulin pricing, amongst other things. In the intervening period, 
Novo Nordisk has surprised investors by revealing that one of its primary diabetes drugs also 
happens to be an incredible treatment for obesity, which has opened up an entirely new market and 
paved the way for many more years, potentially decades of growth to come. So while this does 
mean buying back into a stock which has gone up, which is always a very painful experience, we 
believe that actually the fundamentals of the investment case have changed and there's very 
material upside to come. Now, while the stock has re-rated, we believe that actually it's in the 30s 
as a price earnings multiple, but actually growing in the double digits. I think over 20 per cent 
earnings growth, it doesn't take many years for that multiple to come down significantly. So we 
believe that there is still plenty of upside on the table.  

TH: And to fund these purchases, we've made some sales over the quarter. Adidas and Delivery 
Hero.  

CH: That's right. So Adidas has been a stalwart of the portfolio for many years. It's had a few tough 
years recently, partly relating to Russia, partly relating to their partnership with Kanye West, but the 
new CEO has led a remarkable turnaround and the recovery in share price has given us a good 
opportunity to take some money off the table. Delivery Hero has unfortunately been a disappointing 
investment. We had high conviction in the success of food delivery, which is a consolidator of food 
delivery apps. Unfortunately, that hasn't played out as planned, and their competitors have shown a 
willingness to throw cash at taking market share, even when this has destroyed value for the 
industry. So we've decided that we're going to exit this position and put the money into other ideas. 
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TH: Well, thank you, Christopher. And if we're just to sum up quickly, whilst we underperformed 
over the quarter, we still think that there's reassuring signs of a really much brighter outlook for the 
companies which drove underperformance. We've taken new positions in companies like Dino 
Polska and Novo Nordisk, and we've sold positions like Adidas and Delivery Hero. But we'd like to 
really re-emphasize that we think that European growth investors are in a really strong position 
currently. We have secular growth continuing throughout the portfolio, whether that's the growth of 
biologics drugs, which we mentioned earlier, whether that's the semiconductor cycle beginning to 
pick up again. But we also have more cyclical tailwinds with optimism returning to the European 
economy and that really filtering through into company results. And this is all happening at the 
same time that valuations, we think, remain quite attractive. So all three aligning at the same time, 
we think makes for a really potent mix and we're feeling incredibly optimistic for the future. So with 
that, we would like to thank you for your time and we hope for you to join us next time. 
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European Equities (including Europe ex UK Equities and Pan European Equities 
strategies) 

Annual past performance to 30 June each year (net%) 

 2020 2021 2022 2023 2024 

Europe ex UK Equities Composite 21.4 51.5 -46.1 -17.6 6.3 

Pan European Equities Composite 9.8 49.8 -46.5 19.1 4.6 

MSCI Europe ex UK Index -2.3 37.1 -20.7 25.6 12.3 

MSCI Europe Index -6.3 35.8 -17.0 22.6 12.4 
 

Annualised returns to 30 June 2024 (net%) 

 1 year 5 years 10 years 

Europe ex UK Equities Composite 6.3 4.4 4.9 

Pan European Equities Composite 4.6 1.9 2.8 

MSCI Europe ex UK Index* 12.3 8.4 5.5 

MSCI Europe Index 12.4 7.8 4.8 
*FTSE World Europe ex UK prior to 31 December 2016. 
Source: Baillie Gifford & Co and MSCI. USD. Returns have been calculated by reducing the gross return by the highest annual management 
fee for the composite. 

 
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 July 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. 
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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. 
 

Hong Kong 
Baillie Gifford Asia (Hong Kong) Limited 柏基亞洲(香港)有限公司 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  
柏基亞洲(香港)有限公司 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 
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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 
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. 
 
 


