
 

 
Calton Square, 1 Greenside Row, Edinburgh EH1 3AN 
Telephone +44 (0)131 275 2000 / bailliegifford.com 

 
172208 10057939 

Copyright © Baillie Gifford & Co 2025. 

 

Your capital is at risk. Past performance is not a guide to future returns. The following update is 
based on a representative portfolio. As such, stock examples may not be held in every client 
portfolio, and performance may differ. 

 

Bill Chater: Discovery's focus is simple: find underappreciated innovators early, back them for the 
long term, and remain vigilant about the next generation of ideas. Recently, we've observed that 
the market is becoming more supportive of this style.  

After years of investors narrowly focusing on mega-cap tech with ambitious smaller companies 
firmly out of favour, market breadth is improving. The visibility of demand in areas like AI and 
Western reshoring is prompting investors to look through the market cap spectrum for companies 
which can capitalise.  

Accordingly, the market has re-rated several of our most overlooked holdings. The smaller 
company's asset class as a whole remains out of favour, but with greater clarity on US interest rate 
cuts and capital markets quickening, we're very optimistic about its path. Overall, though, this is a 
much healthier backdrop for discovery compared with 2022 and 2023. 

Encouragingly, absolute quarterly returns have been very strong and clearly ahead of the 
benchmark, but we also want to highlight the returns over the last 18 months, which have been 
stronger, while stressing that we remain eager to continue repaying clients' trust and patience.  

Now, while the environment has certainly been helpful, most of those positive returns have actually 
been generated from decisions we made years ago. Four of the top five contributors over the last 12 
months, those which have generated more than two-thirds of the returns, we've owned those 
businesses for more than five years.  

For each, companies like Axon Enterprise or AeroVironment, we've had to tolerate drawdowns of 
over 40 per cent between 2021 and 2023. But to us, this highlights the virtues of backing 
conviction, holding good companies in size and being resolutely long-term.  

And this has undoubtedly been the case with Alnylam, the biotech built on RNA interference, which 
we've owned for well over a decade. Early commercial traction in its new cardiovascular therapy is 
extremely encouraging.  

We believe it can go on to become the frontline treatment in a life-limiting disease, unlocking a 
multi-billion dollar revenue opportunities. Our summer meeting with management, though, 
reinforced a bigger, slightly less tangible idea, but one which is perhaps even more exciting. That 
the business is evolving from a rare disease specialist into a broader chronic illness engine with 
market-leading development speed and hit rates. 

Now, as mentioned earlier, markets are becoming increasingly alive to the idea of Western re-
industrialisation and governments intervening in strategically important technologies. But this is 
something we've long considered, as demonstrated by our investment in 2023 in MP Materials, a 
US rare earths miner.  
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Over the most recent quarter, it signed a public-private partnership with the US Department of 
Defence, which included a price floor agreement to materially de-risk domestic rare-earth magnet 
capacity, while a separate agreement with Apple helps pre-allocate civilian demand.  

Together, these elevate NP materials to become a strategically important asset of national security. 
Shares have responded accordingly, prompting us to take some proceeds on portfolio construction 
grounds.  

But from rare earth excavation to Bitcoin mining, the breadth of Discovery's research takes the 
team into many varied markets. We want to emphasise the strength of recent idea generation, 
which has created an exceptionally high level of competition for capital.  

Over the quarter, we bought more than five new holdings, including a precision oncology detection 
business and a technical education provider. 

But among them, IREN: a company which started with a simple insight that the digital world is 
scaling faster than the physical assets behind it. So they secured power, land, and know-how to run 
compute-dense data centres.  

Initially, they focused on Bitcoin mining, but have shifted into AI compute, where the returns are 
now much higher. It joins several names within the portfolio that are experiencing rapid growth 
thanks to the immense scaling of AI data centres.  

But that competition for capital that I referenced earlier, that's also represented in the number of 
full sales, with more than five occurring over the quarter. A notable one was that of Sweetgreen, the 
US casual healthy eating chain.  

We admire the company's ambition, but recent trading has challenged our thesis, with traffic, mix, 
and execution all moving the wrong way. With that conviction broken, we have sold and recycled 
that capital into higher conviction ideas.  

But a clear theme running through this quarter is one of breadth, both in markets and our research, 
where we've been looking far and wide for the few special businesses with durable moats and 
competitive advantage with long, long growth runways, but then being disciplined with capital 
allocation, trimming on exuberance and exiting where the thesis is broken. 

But the message I'll leave you with is this: that it's been a strong period for discovery with rapid, 
absolute progress, strong fundamentals, and a portfolio that's been steadily upgraded by that level 
of competition for capital.  

History tells us that returns won't be linear, and our approach has some inherent volatility. But we'll 
stay patient, selective, and long-term, because we've seen that's how client returns are generated. 
Thank you for watching. 

 

 

  



 
 
Calton Square, 1 Greenside Row, Edinburgh EH1 3AN 
Telephone +44 (0)131 275 2000 / bailliegifford.com 

 
  

Copyright © Baillie Gifford & Co 2025. 
 

Discovery (representing Global Discovery and Worldwide Discovery strategies) 
Annual past performance to September each year (%) 
  2021 2022 2023 2024 2025 

Worldwide Discovery Composite* (gross) 8.0 -49.0 -5.9 13.0 21.9 

Worldwide Discovery Composite (net) 7.2 -49.4 -6.6 12.1 21.0 

MSCI ACWI Small Cap Index 41.1 -24.4 15.8 25.2 13.3 

      
Annualised returns to 30 September 2025 (%) 

  
1 

year 5 years 10 years 

Since 
Inception

*  
Worldwide Discovery Composite (gross) 21.9 -6.5 N/A 7.0  
Worldwide Discovery Composite (net) 21.0 -7.2 N/A 6.2  
MSCI ACWI Small Cap Index 13.3 11.9 N/A 8.8  
*Inception date: 30 June 2017. 

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  
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 was produced and approved in October 2025 and has not been updated 
subsequently. It represents views held at the time of writing and may not reflect current 
thinking. 
 
Potential for Profit and Loss  
All investment strategies have the potential for profit and loss, your or your clients’ capital may be at 
risk. Past performance is not a guide to future returns.  
 
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.  
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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. 
 
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. 
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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. 
 
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. 
 
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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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. 
 
 


