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Investment manager Brian Lum and investment specialist Eoin Anderson give an update on the
International Smaller Companies Strategy covering Q3 2024.

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

Eoin Anderson (EA): Hello, and welcome to the Q3, 2024 update for the International Smaller
Companies Strategy. My name is Eoin Anderson and I'm a specialist on the strategy, and I'm joined
today by Brian Lum, who's the lead portfolio manager. Today, we hope to talk about team activity,
portfolio activity, performance and outlook.

But first, as a quick reminder, International Smaller Companies is a small cap strategy looking to
invest in small, exciting, and most importantly, growing businesses from within the international

equity universe.

So, Brian, we're well past the halfway point of the year, we're coming towards the end. How is the
team progressing against its goals, its objectives, hopes for the year?

Brian Lum (BL): Thank you. Our objective is really very simple. It is about finding a diverse range of
great growth companies in the small cap universe. We invest in them with a long-term mindset, and
we deepen our understanding in these companies over time.

And we have been very busy. Each year, we aim to engage with the vast majority of our holdings in
the portfolio, and we're on track to achieve that. And overall, we are broadly reassured by what

we've heard in these meetings and in calls.

EA: It sounds like there've been quite a few face-to-face interactions with companies. Maybe you
could share a little bit more detail?
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BL: Yes, face-to-face interactions is a hugely important part of our research process. For example, |
visited Taiwan earlier this year, where | met some of the largest positions in the portfolio. Praveen,
who's our Japan specialist, he spent five weeks in Japan over the summer and met over 60
companies, again, including many of our holdings. Remya, together with our analyst David, they just
came back from Sweden, having met 20 or so companies. And Tom Fenton, who's also on our
team, he met dozens of companies in Southeast Asia. That trip is more about new buys, potential
buys, than existing holdings.

And on top of that, we have our usual Zoom calls, and also smaller trips to Europe. So, we have
been covering our major markets on a systematic basis. On top of that, there's the usual input from
our colleagues from around the investment floor as well.

EA: So has all of this led to any portfolio activity or changes?

BL: Absolutely. So, the research from the trips have contributed new buys as well as some changes.
Let me just give you two examples when it comes to new buys.

One is Andes Technology. It is a Taiwanese company that focuses on silicon IP (Intellectual
Property). They build RISC-V (Reduced Instruction Set Computing - five) based CPU (Central
Processing Unit) cores, and in layman's terms, think of RISC-V as an alternative way to build
computer brains to what Intel and Arm offer. We have been doing some work on the RISC-V
ecosystem. It is fast-growing and has lots of potential, and Andes is an exciting one. It falls under
our transformational growth bucket.

Then we've got Philippine 7, which is far easier to describe for my own benefit. Philippine 7 is the 7-
Eleven franchise in the Philippines. It is the leading convenience store brand in the country and still
a very long growth runway left. But what really caught our eye is the parent's backing here. The
parent is President Chain Stores, which is a company that we've long admired as a high-quality
operator in Taiwan running [the] 7-Eleven franchise there as well.

Another recent new buy would be Xtep. This is a sportswear brand in China, very focused on
running. Increasingly you see Xtep very well represented in marathons and so on. Now, running is
an activity that is gaining in popularity and very much supported by the government as well. We've
been following the company for some time, with multiple reports on our research history, and we
think it has excellent potential. And it also brings some direct exposure to Chinese consumers,
which we don't have in the portfolio.

The other new names would be ViTrox, which is a Malaysian testing equipment company, and also
Fugro, which is a geo-data specialist. But | think we covered those in previous occasions.

EA: So quite a few new ideas. How have you been making room for these within the portfolio?
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BL: We exited quite a few names so far this year, and there are two broad themes here. One is some
of the names exited because of acquisitions. Recent examples there would include Keyword
Studios, which is an Irish video game company. They were acquired by a private equity firm, EQT.
Another one is New Work. It's a long-standing holding. You can think of that as Germany's LinkedIn,
if you will. It was taken private by its existing lead shareholder.

The other theme would be we exited a number of smaller Japanese holdings. It is very much a
conscious effort on our part to express our views in Japan in a clearer way. So, some of the
proceeds that we got from these exits were reinvested into higher conviction names, such as
Sansan, GMO Financial Gate.

EA: So, mentioning Japan there, mentioning China slightly earlier on, it feels perhaps like some of
the macroeconomic headwinds have been clearing slightly. How has this impacted performance?

BL: Yes, those macroeconomic headwinds that you mentioned have been incredibly tough for us
over the past two or three years. I'd say that the market conditions remained difficult and volatile
for most of the year so far. But very recently, we are seeing some positive signs.

For one, the yen has strengthened. As a reminder, the yen has depreciated massively over the past
four or five years. It got to 160 yen per dollar at one point earlier this year. It bounced back to 146
today, | think, and that has certainly helped our Japanese holdings. It has been one of our strong
contributors to performance this quarter.

The other one would be that Fed (the Federal Reserve) has cut interest rates. That always helps
growth investing, in particular sentiments on small caps, which are often seen as a riskier asset
class.

Our absolute returns recently have been good. In relative terms, we are marginally behind this
quarter. And this gap is in so much explained by one stock, Global UniChip. Global UniChip has
been a solid long-term performer for us. But in the short term, share price can be all over the place.
For example, ramp-up schedules for its latest Al projects and so on can be subject to change.
Global UniChip is one of the companies that we have in the portfolio exposed to Al, which is a
powerful theme for us, but in the short term, there can be sharp ups and downs.

EA: Okay, so as we look into not just the final quarter, but obviously as long-term investors, way
beyond as well, any reflections to share?

BL: We are very excited by the opportunities that we see. Despite a recent bounce in small caps, |
would say that, as an asset class, it remains deeply out of favour. Looking at [the] valuation gap
between small caps and large caps, it remains clear, the gap remains at historic highs.
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In the meantime, we are broadly encouraged by the fundamental performance of our holdings, and
we do have a strong pipeline of new ideas waiting in the wings.

As for ourselves, we would recognise that our performance has been disappointing in recent years.
We are working on a number of evolutionary process improvements, as ever, and we are confident
that we will turn this around. But what won't change is our commitment to investing for the long
term and to growth investing.

EA: Thanks very much, Brian. If you have any further questions, please don't hesitate to get in
touch with us here at Baillie Gifford. Otherwise, we look forward to talking to you next quarter.
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International Smaller Companies

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

2020 2021 2022 2023 2024
International Smaller Companies Composite 40.6 23.6 -45.5 16.5 19.7
MSCI ACWI ex US Small Cap Index 7.4 33.5 -28.6 19.6 23.8

Annualised returns to 30 September 2024 (net%)

1year 5 years Since inception*
International Smaller Companies Composite 19.7 57 5.3
MSCI ACWI ex US Small Cap Index 23.8 8.7 7.8

*Inception date: 28 February 2019.
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.
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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.

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.

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
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(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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