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Investment manager Roddy Snell and investment specialist Andrew Keiller give an update on the
Emerging Markets Leading Companies and Emerging Markets All Cap strategies covering Q2 2024.

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

Andrew Keiller (AK): Hello, everyone, and welcome to your regular Emerging Markets update video.
Today, I'm joined by Roddy Snell, who is one of the investment managers in the EM team. We'll get

his views on the current investment environment. We'll get some thoughts on recent purchases for

the portfolio, and also on performance and more specifically China, which has had better returns so
far this year.

So, Roddy, welcome. Let's start by discussing the investment backdrop. How are you thinking
about the opportunity set at the moment?

Roddy Snell (RS): Sure, thanks Andrew. I've been investing in EM for over 15 years, and | say today
is certainly one of the more optimistic starting points. And | do think that's important to state
outright because it's really quite easy to be negative. Just look at EM positioning in global funds,
which is decade-plus lows, while US markets seem to hit new highs almost weekly.

So why do we have that positive EM outlook now? I'd state three reasons, and I'll call them the
three M's: macro, micro, and markets. So for macro, since the start of the pandemic, we've been
encouraged by the macro progress made in most major EM markets, and that's despite the record
US dollar strength. More broadly, we've really not seen the physical excesses we've had in
developed markets during the pandemic. And overall, actually, economic growth is generally very
strong. That goes for large markets like India, Brazil, or China, a $19tn economy growing more than
5 per cent, but also for those growing in importance such as Mexico or Indonesia.

Then at the micro level, we see superior earnings growth across EM for this year and next. But
more importantly, we're fortunate to be able to buy into companies that are really at the forefront of
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global trends that are growing in importance. Al hardware from Asia, key minerals for the green
transition, or domestic champions in the largest countries in the world. And then as for markets, we
simply don't think these are appreciating this potent combination of strong macro and micro nearly
enough. If you look at the top 10 holdings in our portfolio, it's not hard to spot 40 per cent plus
growth rates, $20bn plus annual capex projects, or record levels of profitability. And when | look at
the aggregate portfolio, we're really not having to pay up for these great growth companies. So
putting that all together means the backdrop to us is looking very favourable at the moment.

AK: Thanks Roddy, that's very helpful. So what does that mean for portfolio positioning? And
perhaps you can tell us about a couple of the newer holdings you've taken as well.

RS: Sure. Well, positioning hasn't actually changed a huge amount since the last update. It's still
broad, representing the fact that we're seeing a wide range of growth companies across EM. The
large company bets are still really in Brazil, with MercadoLibre and Petrobras, the main drivers of
that, and Mexico. But at the sector level, it's probably worth noting that IT and communication
services are about a third or more of the portfolio, and that's largely due to strong exposure to Asia.

When people think about Al, they often go straight to NVIDIA, but that really is not the only game in
town. Their top end products are made by TSMC, and then the Korean companies are also
particularly important when it comes to Al hardware, so Samsung and Hynix. They're seeing huge
demand for memory, especially high bandwidth memory, to the point where they're actually running
out of capacity at the moment. And this is leading to huge upticks in profits, especially after the
punishing semi-cycle of 2022. There are perhaps two newer holdings worth talking about: Kaspi in
Kazakhstan and Luckin Coffee in China. So Luckin Coffee is China’s largest coffee chain with about
16,000 stores, it recently even took over Starbucks, and it's just got a fantastic new format of small
stores which are nearly all automated so you can order everything on your phone. And that means it
can charge about half the price of Starbucks and they can scale rapidly. They had about two and a
half thousand stores in the last quarter alone. And when you consider the coffee consumption in
Chinais only about five cups per person a year versus 400 in the West, you can appreciate the
huge growth opportunity for the business. The second stock is Kaspi in Kazakhstan. This is the
country's leading super app where it dominates fintech, payments, lending and e-commerce. It's
used by about 14 million of the 19 million people in the country with a 65 per cent daily active user
base. So huge user engagement and pretty much used by everyone there. And it's got a massive
growth opportunity. E-commerce penetration is only about 12 per cent. Grocery, which is the big
long-term prize, is probably only one or 2 per cent. And they really are the only player in town.
They've got a formidable logistics network, they've got the scale and they control payments,
finance and retail. So a really very powerful ecosystem. And we're not paying much for that at all.
They'll be growing 20-30 per cent for the next few years and they're in a 12 times PE multiple.

AK: Thanks Roddy. Let's move to performance so if | look at recent performance a few things stick
out. We've seen a short-term pullback in some of the more cyclical areas, but at the same time,
we've seen strength in many of the technology companies in the portfolio and we've seen a real

Calton Square, 1 Greenside Row, Edinburgh EH1 3AN
Telephone +44 (0)131 275 2000 / bailliegifford.com Copyright © Baillie Gifford & Co 2024.



Baillie Gifford - Emerging Markets Q2 investment update July 2024

bounce in China. | wanted to focus on the last of these, China. Can you give us your take on just
what's going on there and what might have changed or indeed what might not have changed?

RS: Yes, so the way I'd characterise this is that we're trying to balance the shorter term opportunity
with the fact that longer term challenges do remain, especially geopolitical and demographic ones
in China. So, you know, after all the economic challenges and negative sentiment, the government
are very keen to support the market. We've got a new nine point set of guidelines that's been
released aimed at really providing market support. And these tend to only come about every
decade. Companies are also being encouraged to return capital to shareholders, and noticeably
doing so via buybacks. We see that in the portfolio with the Chinese internet businesses. And
there's also a significant additional stimulus to the property market being announced. | think it's
also worth mentioning that operationally, many of these Chinese companies are doing very well.
The internet companies, for example, it really is striking to us that as the sector, they've been
generating historically high profits with earnings of about 25 per cent over the last 18 months. So
overall, it's performing a bit better again. Valuation's generally pretty appealing, but the bar for us
to invest does remain high. That's partly because of the risks, but also it's us trying to balance this
with opportunities elsewhere in the emerging markets. Unfortunately, there's lots to be excited
about elsewhere too.

AK: Thanks, Roddy. And, you know, just given those opportunities elsewhere, can we start to round
off by just talking about your EM outlook more broadly for the years ahead?

RS: Absolutely. Now, if we try and put this in a longer term context, I'd say that in the mid-2000s
premium investors, it was really characterised by China's infrastructure boom being really a rising
tide that lifted all boats, despite many of those boats not actually being that remarkable. We then
faced a period of more difficult macro, but one where the quality of a few select tech businesses
really came to dominate EM index returns. And | think today we might now be at a point where
investors can benefit from a more resilient macro plus a wider range of quality companies. The
quality of tech companies EM has really broadened out, but we should also have confidence in hard
asset businesses as well. For example, in energy or industrials. After we've got 7 billion people
living in developed countries where economies are growing the fastest. And history tells us that
when a country's economy grows, energy consumption per capita will follow.

At the same time, we're also seeing a real resurgence in developed market manufacturing and
reindustrialisation. EMs are providing the raw materials and are quite possibly the key beneficiaries.
China and India, for example, dominate global cement and steel production. So if we take that all
together we really do continue to believe that the prospects for a range of European companies are
very strong as a result of these trends and that client portfolios are well diversified to benefit from
these ranges of growth opportunities. And the really exciting thing is that much of this isn't being
captured today in valuations.
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AK: Perfect. Thank you, Roddy, again. | hope this was helpful for people. And please do get in touch
if you have questions. Thanks for watching.
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Emerging Markets (including Emerging Markets All Cap and Emerging Markets
Leading Companies strategies)

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

2020 2021 2022 2023 2024

Emerging Markets All Cap Composite -0.7 51.0 -35.9 8.6 14.4
Emerging Markets Leading Companies Composite 3.7 50.1 -34.4 8.9 1.3
MSCI Emerging Markets Index -3.0 41.4 -25.0 2.2 13.0

Annualised returns to 30 June 2024 (net%)

1year 5years 10 years

Emerging Markets All Cap Composite 14.4 3.6 4.7
Emerging Markets Leading Companies Composite 1.3 4.4 51
MSCI Emerging Markets Index 13.0 3.5 3.2

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 & 22 (F#&)BBR /2 &l 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
HETMN(FE)BR 2T 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.
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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

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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