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Investment manager Linda Lin and investment specialist Ben Buckler give an update on the China
and China A Shares strategies covering Q4 2023.

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

Ben Buckler (BB): Hello, everybody. Thank you for joining us here on what is our quarterly update for China
and the China A Share Strategies. I'm Ben Buckler, one of the investment specialists on the [strategies], and |
am very excited today to be joined by Linda Lin, a parther of the firm, and one of the managers on both of
these strategies.

Linda has just returned from being in our Shanghai office for the last four years. So hopefully today we can
look at both the global elements of looking at China, but also have some of that local input as well. Welcome
Linda.

Linda Lin (LL): Thank you.

BB: | might start by throwing the tricky question at you of 2023. We started the year with much expectations.
We had a Covid recovery. We had the consumer expected to come back. We had regulation arguably now
turning from a headwind into a tailwind. The same could be said of Q4. And yet we sit here in both 2023 and
Q4, the market was down suggesting that the kind of expectations weren't met. | might just throw it your way
to see what you think happened last year.

LL: Thanks, Ben. Firstly, it's nice to be back. | probably see off from that our focus remains on funding the best
growth companies in China, which involves [being] very active and engaged [with] a small number of
companies, not trying to draw broad generalisations of the big picture in China. But it’s also right [that] the
market has been dominated by the concerns over the domestic economy recovery, the regulation backdrop
and the geopolitical risk over the year.

When we're talking about the domestic economy, as much of it is about consumer confidence. Chinese
consumers, they have money, but [they're] not spending it. In a weaker economic condition, the private
companies are not investing or hiring. The troubles over [the] property sector remain an overhang for some
time. | think that things have improved gradually in 2023, but the market doesn't like gradual.
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We continue to expect arecovery in 2024, giving a more stabilising property market and the expectations and
the valuations for China are so low now. So there is a chance that we get [a] positive surprise.

BB: It definitely looks more exciting for 2024 from here. Domestic economy again recovering, but gradually.
Geopolitics arguably is looking more positive after the meeting that Xi had with Biden last quarter, albeit we
should probably acknowledge Taiwan elections coming up, so there'll be a lot of noise around that space. But
the main one, | think, is this regulatory backdrop, and that's what's concerned a lot of people.

What are the companies telling us about the regulatory backdrop, particularly in big tech, where for the last
two or three years it's really been quite problematic?

LL: Yeah, | think for big technology companies, it has been a very tough few years for them. Even though we
think most of the policies are positive for long term sustainability, there's no doubt [that] poor communication
about the regulation implementation [is putting] a big risk premium over this asset class. So for the big tech
[companies], interestingly, the big change we have seen and also heard learning from the founders in the past
year - especially after July when the new premier Li Qiang spent some time with those founders - [is that] the
general tone is getting more positive.

[ think those founders think the policy towards private companies actually changed to the positive side of the
story. We got the same message from meeting the new Alibaba chairman, Joe Tsai, in our Edinburgh office in
November. This will bode well for the companies in our portfolio like Alibaba and Tencent. Two of them are
still going to be very important players in China's digital transformation in the next decade.

So there's ample room for them to grow if the confidence is back, and they will be growing at a much cheaper
valuation. So | will say I'm becoming more confident about the policy for big tech, but we are having growing
concerns for the financial sector, [in] which both of our strategies are underweight, and also for health care
where we should be more stock specific and doing more work.

BB: | think that's probably right, trying to understand that regulation is much more like a pendulum that will shift
between innovation and regulation dependent upon the different sector, the different relevance to the
government, for example, and its own goals.

LL: Yeah.

BB: For big tech, I'll just go back to what you're saying because that seemed to be the direction of trend. That's
what Bytedance were telling us, as you say, that's what Alibaba said. But then at the end of Q4, we had this
draft proposal for online gaming that seemed to have taken the wind out of Tencent, NetEase and companies
in that sector.

Do you have any quick thoughts on that? Because | know many will point to that as being just another step in
the regulatory cycle.
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LL: Firstly, | think it's all about communication and also for us it's too early to draw a final conclusion. As you're
probably aware, a day after that announcement the regulator came out to emphasise that the announcement
actually was for seeking the advice from stakeholders and trying to improve the sustainability of the industry.
And then they immediately issued some of the gaming licenses to the companies, including NetEase and
Tencent.

So | think after a few years the market has zero tolerance of any government interference. What is worth
[mentioning] is that Tencent's management team doesn't think this announcement will change the underlying
business model for the gaming industry in China, but it has drawn a clear boundary for the companies who are
actually providing the services to younger gamers.

BB: | think it is clearly a problem more of communication than it is of actual regulation. And from what we hear,
the person responsible for that draft proposal is no longer in his job as well. So as that's moved on and | should
probably say for our clients that when we look at performance over Q4, despite the problems that happened
by Tencent and NetEase, actually they don't show up as top contributors or top detractors during the quarter
and therefore it washes its face a little bit.

If  maybe just extend the performance discussion a little bit longer, and clearly for both Q4 and 2023, an
environment in which you have a slow domestic economy where people are hiding in state owned enterprises
and sectors like utilities and financials are the top performers, that's not typically a good environment for
growth managers with a governance focus. Would it be worth just maybe saying a few of your thoughts
around how that plays out?

LL: Sure. Firstly, | think the performance is not what we would have expected, but like you said, there are some
reasonable arguments for us to see locally. | think firstly the local investors are hiding in the SOEs, giving this
market uncertainty. But for those types of companies, they are either lacking growth or they are having many
governance issues. That's not the type of the company we like.

Secondly, we think there is an over focus on the macroeconomic condition. You probably agree with me how
much we have heard about the property sector in China. But both of our strategies have very little exposure to
[this]. So the market is trading on sentiment rather than the fundamentals. But this doesn't change our goal to
fund the next generation of future winners in different industries [that] can outpace peers. And we need to
stay patient with them.

I'm also comforted by, for most of [the] companies in our portfolios, the operational performance [is] very
strong. What we have seen is a derating in the portfolio.

BB: Can | perhaps test you a little bit further? So | think that's the most exciting bit for us is that, you know, we
can almost ignore what people are saying about the macro, it doesn't matter about first quarter GDP numbers,
fundamentally, these disruptive secular trends that deliver long term returns are evident in China, and many
Chinese companies are leading that globally.
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So the kind of areas that we get excited about are not necessarily the ones that often get talked about more
broadly. If we're looking at 2024, our portfolio, what excites us, what we've been doing, perhaps we can say a
little bit about that.

LL: Sure. The key point to make here is we are a growth manager, excited that there are some reasons to get
excited at [the] macro level, because China actually contrasts with the rest of the world. But more importantly,
regardless of macro, there are some companies creating lots of wealth. That's what we should stay [focused]
on. The glance across the portfolios actually can tell us a much more positive story, rather than one painted big
picture of the macroeconomics of China.

Some of our portfolio companies show very strong revenue growth in this quarter, including PDD and Moutai,
and some of the companies actually show a very strong journey to profitability, for example, Megmeet. Our A
Share Strategy has a lot of exposure to several growth areas, including the rise of domestic brands, future
energy transition, advanced manufacturing and automation. And for our China Strategy, we [have] exposure
to the platform companies now enjoying [a] much better regulation environment.

So during this quarter, we add to PDD to bring it to a more conviction level to show our confidence inits long
term strengths. And in [the] auto sector, we are changing our weighting in different holdings to show what we
like in the long run; the strong local brands with technological advances. So we added to BYD by selling Geely.

And also there are some more interesting areas where we're exploring the new ideas, including the humanoid
robotic area. By learning from our global holding Tesla, we think this area will bring huge supply chain
opportunities in the next few years. That excites us.

BB: But | know myself from speaking to our Shanghai team just how excited they are about some of the things
that they have on their agenda coming up. But as you say, with valuations, fairly low domestic economy
starting to pick up, geopolitics potentially improving around better communication, we hope that that brings
together to make 2024 the year that we thought 2023 was going to be.

Hopefully that is an insightful understanding of how we saw last year and Q4, as well as what makes us excited
about the year ahead. We thank you for joining us. Goodbye.
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China (including China and China A Shares strategies)

Annual past performance to 31 December each year (net%)

2019 2020 2021 2022 2023
China A Shares Composite* N/A 89.5 -2.8 -29.0 -24.4
MSCI China A Onshore Index N/A 40.3 4.2 -27.1 -11.5
China Equities Composite 33.9 60.8 -18.2 -27.7 -19.5
MSCI China All Shares Index** 21.5 33.6 -12.8 -23.5 -11.4

Annualised returns to 31 December 2023 (net%)

1year 5 years 10 years Since inception
China A Shares Composite* -24.4 N/A N/A 3.9
MSCI China A Onshore Index -11.5 N/A N/A 0.8
China Equities Composite -19.5 0.5 3.5 N/A
MSCI China All Shares Index** -11.4 -0.8 2.3 N/A

*Inception date: 28 February 2019.

**(MSCI All China prior to 27 November 2019, MSCI Golden Dragon prior to 2 May 2019).
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

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 January 2024 and has not been updated
subsequently. It represents views held at the time and may not reflect current thinking.

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.
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All information is sourced from Baillie Gifford & Co and is current unless otherwise stated.

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) Limited provides investment management and
advisory services to European (excluding UK) clients. It was incorporated in Ireland in May 2018.
Baillie Gifford Investment Management (Europe) Limited 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. Baillie Gifford Investment Management (Europe) Limited is also authorised in
accordance with Regulation 7 of the AIFM Regulations, to provide management of portfolios of
investments, including Individual Portfolio Management (‘IPM’) and Non-Core Services. Baillie
Gifford Investment Management (Europe) Limited has been appointed as UCITS management
company to the following UCITS umbrella company; Baillie Gifford Worldwide Funds plc. Through
passporting it has established Baillie Gifford Investment Management (Europe) Limited (Frankfurt
Branch) to market its investment management and advisory services and distribute Baillie Gifford
Worldwide Funds plc in Germany. Similarly, it has established Baillie Gifford Investment
Management (Europe) Limited (Amsterdam Branch) to market its investment management and
advisory services and distribute Baillie Gifford Worldwide Funds plc in The Netherlands. Baillie
Gifford Investment Management (Europe) Limited also has a representative office in Zurich,
Switzerland pursuant to Art. 58 of the Federal Act on Financial Institutions (“FinlA”). The
representative office is authorised by the Swiss Financial Market Supervisory Authority (FINMA).
The representative office does not constitute a branch and therefore does not have authority to
commit Baillie Gifford Investment Management (Europe) Limited. Baillie Gifford Investment
Management (Europe) Limited is a wholly owned subsidiary of Baillie Gifford Overseas Limited,
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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 #aE 52 0N(F #)HFBR 2 5] is wholly owned by Baillie Gifford
Overseas Limited and holds a Type 1 and a Type 2 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.

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.
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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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