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Investment manager Kirsty Gibson and investment specialist Patrick Stapleton give an update on 
the US Equity Growth Strategy covering Q2 2024. 

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

 

Patrick Stapleton (PS): Hello and welcome to this US Equity Growth investment update.  

 

As a reminder, the US Equity Growth strategy is a concentrated portfolio of 30 to 50 of some of 
what we believe to be the United States' most exceptional growth companies. We look for long-
term growth, and that's because we believe that's what drives share price returns over the long 
term.  

 

Now, today, we're going to cover investment performance, we're going to cover positioning, and 
we're going to cover some of the areas that are driving the investment team's enthusiasms at the 
moment. My name is Patrick Stapleton, an investment specialist here at Baillie Gifford, and I'm 
joined today by one of the strategy's four decision makers, Kirsty Gibson. Hello, Kirsty.  

 

Kirsty Gibson (KG): Hi, Patrick.  

 

PS: So, Kirsty, we saw very strong performance in 2023. That's carried on into the first half of this 
year as well for the strategy, albeit lagging a more strongly performing market, and we've seen 
some volatility in individual names. How are we thinking about all of this?  

 

KG: I think it's fair to say it's been a volatile period. And interestingly, if you were to look at the S&P 
as a whole, its performance has been quite serene over that period of time. But it's actually the 
most volatile period underneath that that we've experienced in the past 25 years.  
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So, there are individual stocks that have been much more volatile, even though the S&P has been 
serenely cruising along. It's also been an environment where the market is quite narrow. So, the 
number of really high performing businesses has been smaller than we've experienced in the past.  

 

We don't see a lot of evidence to believe that this is a structural change. And there are a couple of 
reasons for that. Firstly, we continue to believe that the US will remain the innovation ecosystem of 
the world. This is a country where people come to when they want to start a business.  

 

And I think the second reason is that the fundamentals of the companies in the portfolio that we 
invest in, they're really shining through. We're really seeing progress in what the companies are 
doing.  

 

PS: OK, so maybe we can look at some examples. What would be some of those?  

 

PS: Absolutely. So in the last quarter, Netflix delivered 18 per cent revenue growth. It saw its 
subscriber numbers up by 16 per cent. And the company is on track to deliver a 25 per cent 
operating margin for the full year.  

 

Pinterest delivered 23 per cent revenue growth for a total revenue for the quarter of $740m. That's 
the fastest that we've seen that company growing since 2021. They saw the seventh consecutive 
quarter of their user base growing. And they also delivered free cash flow of over $340m in that 
period. 

 

And then we have DoorDash. DoorDash is a food delivery company in the US. It does food delivery 
from restaurants, but also from grocery stores and convenience stores. They saw their revenue also 
grow by 23 per cent year over year, they saw their losses narrow, and they delivered nearly 500 
million of free cash flow during the quarter.  

 

PS: Very good. And so earlier we mentioned volatility. How has that influenced adding new ideas to 
the portfolio?  

 

KG: I think, in all honesty, the opportunity set has never felt broader. We are looking, as you 
mentioned earlier, with this portfolio, we are looking to invest in the most exceptional growth 
businesses that we can over the next decade plus.  

 

We're seeing really solid opportunities in the companies that are really leveraging their scale to their 
advantage. So, the Amazons, the Netflixes, the NVIDIAs, the Metas of this world. We're also seeing 
our capital allocator companies really bringing their playbooks to bear. 
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So, we own a business called Watsco. Watsco is an HVAC distributor in the US. Over the past five 
years, they have continued to improve their margin profile. And they've been also looking for 
strategic opportunities to make acquisitions to continue the roll up of this very fragmented industry.  

 

And CoStar, which is a commercial and residential property business in the US, they've been 
counter cyclically investing their more than $5bn cash pile.  

 

We've also seen some really exciting opportunities in the growthier names. So, we've taken a 
holding in Block, which is a payments company in the US. We've taken a holding in Aurora 
Innovation, which is a self-driving truck business. And we've most recently participated in the IPO of 
Tempus, which is a testing healthcare company. 

 

PS: Okay, that's helpful. Now, you've talked about a widening of opportunity in the market right 
now. You've also talked about how the performance of the market has been driven by a relatively 
narrow band of names. So why is breadth such an appealing prospect for US growth investors right 
now?  

 

KG: I think the market's been very focused on names like NVIDIA. We have a large holding in 
NVIDIA, and we remain excited about its growth opportunities. But I think we can't close our eyes to 
the other businesses that exist in the world right now, and it's really interesting to see that we 
actually have a company in the portfolio that has outperformed NVIDIA year to date.  

 

And that is a salad chain called Sweetgreen. Now, Sweetgreen has around about 220 stores in the 
US. So, the opportunity for Sweetgreen to grow is large. To put it into some perspective, 
McDonald's has about 1200 stores in Texas alone. So there's plenty of opportunity for Sweetgreen 
to deliver a traditional restaurant rollout story.  

 

We also are really interested in the fact that the company has an offering called the Infinite Kitchen. 
This is a robotic salad assembly product, and they are rolling that out into their new restaurants that 
they're opening, but also potentially retrofitting it into existing restaurants.  

 

And the opportunity there is the fact that this saves on labor. And by saving on labor, it allows 
restaurant-level margins - so those are the margins that the individual restaurants are generating. 
This excludes any of those centralized costs - they are actually industry leading when the Infinite 
Kitchen is fitted or installed.  

 

So we can see lots of potential for this to be a really exciting growth opportunity going forward. And 
I think that just goes to show that, you know, exceptional growth businesses do come in lots of 
different shapes and forms.  
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PS: That's fantastic. And I think it might surprise some to learn how broad the opportunity set is in 
the US right now. Is that what makes it exciting to be a US growth investor?  

 

KG: I think so. I think there are three other reasons. I think one is that, you know, it is volatile at the 
moment, but volatility makes this a stock picker's market. And we can see that from the example of 
Sweetgreen and NVIDIA that I mentioned there.  

 

I think the second reason is that we continue to believe that the US will remain the innovation 
capital of the world and that great businesses will be established and grow from there. And finally, 
we can see in the fundamentals of our businesses just how much strength there is.  

 

PS: That's fantastic. Great place to leave it. Thanks very much, Kirsty. So I hope this highlights just 
how excited we are by the current environment for US growth investing. Join us next time. Thank 
you very much. 
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US Equity Growth 

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

 2020 2021 2022 2023 2024 

American Equities Composite 49.9 79.8 -61.7 31.2 19.2 

S&P 500 Index 7.5 40.8 -10.6 19.6 24.6 
 

Annualised returns to 30 June 2024 (net%) 

 1 year 5 years 10 years 

American Equities Composite 19.2 10.0 13.4 

S&P 500 Index 24.6 15.0 12.9 
Source: Baillie Gifford & Co and S&P 500. 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: The S&P 500 Index is a product of S&P Dow Jones Indices LLC, a division of S&P Global, or its affiliates (“SPDJI”). Standard & 
Poor’s® and S&P® are registered trademarks of Standard & Poor’s Financial Services LLC, a division of S&P Global (“S&P”); Dow Jones® is a 
registered trademark of Dow Jones Trademark Holdings LLC (“Dow Jones”). Neither S&P Dow Jones Indices LLC, Dow Jones Trademark 
Holdings LLC, their affiliates nor their third party licensors make any representation or warranty, express or implied, as to the ability of any 
index to accurately represent the asset class or market sector that it purports to represent and neither S&P Dow Jones Indices LLC, Dow 
Jones Trademark Holdings LLC, their affiliates nor their third party licensors shall have any liability for any errors, omissions, or interruptions 
of any index or the data included therein. 

  

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. 
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