
 

 

 

 

 

 

 

 

 

 

Investment manager Tom Walsh and investment specialist Andrew Brown give an update on the 

International Alpha Strategy covering Q3 2024. 

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

 

Andrew Brown (AB): Hello. Welcome to the International Alpha third quarter update. My name is 

Andy Brown. I'm an investment specialist for the International Alpha Strategy, and I'm joined today 

by Tom Walsh, co-head of the International Alpha Investment Team and a member of the Portfolio 

Construction Group.  

 

So, over the next 10 minutes or so, we plan to talk a bit about performance, about some of the ideas 

that have made their way into the portfolio recently, what the team has been up to, and then we're 

going to try and end with some optimism for the future. Tom, hi.  

 

Tom Walsh (TW): Hello.  

 

AB: Thanks for joining. Let's start with performance. I guess it's been a slightly more encouraging 

quarter. Can you talk a bit about that and what this means for the longer-term performance as well? 

 

TW: Yes, as you say, it's been a more encouraging quarter. The strategy at absolute terms rose in 

high single digits, slightly better than the benchmark. Encouraging early signs.  a very short 

period obviously, but over 12 months, the strategy is now also ahead of the benchmark and that 

follows on from 2023 calendar year when obviously we also outperformed the benchmark. So, 

we're very aware that our longer-term numbers, the three-year and five-year rolling performance is 

below what we would hope to deliver for clients and below what our clients have a reasonable 

expectation for us to deliver. We see these as signs of improvement and certainly encouraging that 

the strategy really is starting to move as we would hope. 

 

AB: Well, that's encouraging. So, it sounds like momentum is tentatively beginning to turn. In terms 

of the stock-specific contributors, can you talk a bit about that? What did well over the quarter? 
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TW: Yes, it's striking really how diverse a range of companies appears in the top contributors with 

all the noise around Japan and China, you might expect that was dominating. But actually, it's a 

really broad range of companies by industry, geography and type of growth company that are 

contributing to the performance of the portfolio over the last three months.  

 

The top contributor would be MercadoLibre. It's one we've often spoken about over the years.  

Latin America's leading e-commerce business continues to perform very strongly. So, they had 

results during the quarter that were much better at both top line and profit than the market was 

expecting, and the shares performed strongly on the back of that. That's really encouraging. It's 

been held for over 14 years in the strategy  and to see that company continue to go from strength 

to strength so many years later is really great. 

 

 A very different type of company, also one of the biggest contributors was DSV, that's a Danish 

freight forwarder. The shares reacted very positively to them securing the purchase of one of their 

competitors, a company called DB Schenker, which they won after a protracted auction process. 

Clearly, it's a large deal and that brings some risks. But this is the core competence of DSV, it's one 

of the core parts of our investment case for the company, its ability to consolidate the freight 

forwarding industry, to improve the businesses it owns and also generally to improve its overall 

levels of profitability. So really excited and enthusiastic about seeing such a range of different 

companies contributing. 

 

AB: Yes, that's good to hear. Stock picking coming through and being rewarded. As always, there 

are stocks that do less well. One that caught my attention, I was a bit surprised actually, was 

Samsung Electronics, featuring as the largest detractor. It feels strange that, given the excitement 

around semiconductors, and some of the narrative around artificial intelligence driving growth. Can 

you talk a bit about that? 

 

TW: Yes, Samsung has had a trying period of late. It is one of the larger holdings in the portfolio 

precisely because we're enthusiastic about its exposure to the growing semi industry and also 

continued accelerated investment in artificial intelligence related computing and infrastructure.  

 

The challenge they've had over the last quarter or so has been around a very particular type of 

high-performance memory that is particularly in demand for new artificial intelligence investment, 

and they've been having some manufacturing problems with getting that out of the factory gates as 

they would like to. That's led to them losing some market share in that key high-growth market at 

the moment, and that's led to them falling behind a little.  

 

That specific issue has been compounded by some cyclical worries around the semi-industry more 

broadly. It's, as I say, over the long term still one we're very enthusiastic about. But as we've 

emerged from one of the longest and most protracted down cycles in recent times, that recovery 

has been a little bit more sluggish than some people were expecting and hoping for, and you've 

seen that feeding through into some downgrades to expectations in the second half of this year and 

into the first half of next year. That's affected Samsung. It's also affected some of our other 

semiconductor-related holdings, such as ASML and Technoprobe. 



  

  

 

 

 

 

 

 

 
 

AB: Thank you, that's very helpful.  

 

And just moving on to new ideas in the portfolio. Some might say we've become a little bit narrow in 

the idea generation during that period towards the end of Covid. I know the team's been working 

very hard at trying to broaden the funnel of ideas at the bottom. Can you talk a bit about that and 

then maybe link it into what we've been doing during the quarter? Because it feels like there's been 

more activity than our clients are perhaps used to seeing. 

 

TW: Yes, we've always been a diversified growth strategy and we always look to invest across the 

full range of growth opportunities that are available to us in the international universe. It's very 

much one of the lessons we've tried to take from the difficult period in 2021-22, to make sure that 

we continue to do that and make sure that the ideas coming through our research funnel are as 

diversified as possible and we really are tapping all the opportunities available to us in the market.  

 

And I've been really encouraged to see how that's come through in terms of the research that we're 

discussing and ultimately in the holdings that we've taken. So, in the last quarter, we took four new 

holdings, which is quite a high number by the long-term history of the strategy. One of them was 

Roche, which is the Swiss pharmaceutical giant. I imagine many people have heard of them.  

 

Another was Stella Jones, which I'm guessing fewer people have heard of. That's a Canadian 

business, specializes in the manufacture of electricity pylons. And it's managed to carve out really 

quite a strong position in a niche market that's very favourably positioned to growing energy 

infrastructure spending across North America over the next decade and beyond.  

 

So, both of those fairly steady compounding type businesses. We've also taken new holdings in two 

much higher growth companies. One was a company called Kaspi. which is a Kazakh super app. It's 

used by over 70% of Kazakhstan's population. And the other would be Money Forward, which is a 

Japanese software business. Again, fairly rapidly growing company.  

 

Quite different businesses, obviously, across very different parts of the world. The common factor 

about them all is they're great growth businesses in our view. And we see potential for them to grow 

their profits and their share price at an above market rate for the next five years and beyond. 

 

AB: That is an eclectic mix of businesses. Very interesting to hear more about that. Moving on to 

what the team has been up to more broadly, last year we talked about I think it was 22 different 

investment trips that the members of the team were involved with. What's been the activity level 

this year and maybe talk a bit about some of those trips and some of the meetings that have been 

interesting.  

 

TW: We've been busy as ever getting out on the road and seeing new companies, seeing prospects, 

seeing existing holdings. So, in the last few weeks we've been out to Germany, to Ireland, to Italy, 

to Japan and to the Netherlands. And just coming up in the next few weeks, one of the analysts 

from the desk is off out to China. He is very excited to be spending a couple of weeks out there 

scouting for new ideas. Slightly disappointed because this trip has been in the pipeline for a few 



  

  

 

 

 

 

 

 

 
 

months, so disappointed to see the market rallying so hard before he gets out there to meet these 

companies. But really, it will be very interesting to see what he comes back with.  

 

I was lucky enough to spend a couple of days in the Netherlands a couple of months back, and met 

with IMCD, which is a long-standing holding, but also with ASML, where I was able to spend an 

afternoon with the new chief executive there and a number of other senior executives. Really doing 

a deep dive into the business, both the changes in leadership that that company's had over the last 

year and also the development of next-generation technologies they continue to bring through. So 

really taking advantage of what is a long-standing and close relationship with that company to get, I 

guess, a quality interaction much higher than perhaps we might get just via a Zoom call on a 

standard roadshow. 

 

AB: Well, it sounds like there's been lots going on and lots of engagement with companies, which is 

great to see. Tom, it's always good to end on a positive note. As we close off this update, I'm keen 

to hear your thoughts on what makes you optimistic on the portfolio from this current juncture.  

 

TW: I think there's lots of different things. It's encouraging to see that performance is becoming 

more stock-driven and a more diverse range of companies that are driving performance rather than 

as a narrow number of themes. So, that's encouraging to see.  

 

I'm encouraged by the range of new ideas that are coming through our research funnel and indeed 

the number of diverse ideas that are making their way into the portfolio. I'm encouraged by the 

operational performance of the companies we invest in. And by the balance of the portfolio that I 

see, you've got this established excellence, many of these long-standing holdings like DSV and 

MercadoLibre that have been in the portfolio for a long time and continue to deliver outsized 

returns to the portfolio, but also this emerging potential of new holdings that are coming in 

enhancing the quality and growth characteristics of the portfolio.  

 

And those characteristics you can see in terms of the financial metrics that come out. Independent 

estimates suggest that the aggregate or average portfolio sales growth is at an 80% premium to 

the market over the next three years, EPS growth at 40% premium, free cash flow margins at 70% 

higher than the market. So, these are profitable businesses, not just growth, but profitable growth. 

and a vastly superior return on equity as well despite having almost no debt on the balance sheet.  

 

So, strong companies delivering strong growth and, we know these are estimates, you can't anchor 

off them too closely, but they are highly supportive of our investment hypotheses and if these 

companies can deliver on our expectations, we're confident that the share prices will follow.  

 

AB: Signs that performance is turning, long-standing holdings continuing to deliver, some exciting 

new ideas coming through and favourable portfolio characteristics. That sounds like a good point to 

finish on. So, thank you very much for your time, Tom, and thank you everyone for listening. 
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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 

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.  

 

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 

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 t

Overseas Limited immediately if you are not a wholesale client.  In no circumstances may this 

Corporations Act. 



  

  

 

 

 

 

 

 

 
 

 

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 

s on the International Investment Fund Manager 

Exemption in the provinces of Ontario and Quebec. 

 

Israel 

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. 

 


