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Investment manager Iain McCombie and investment specialist Kathleen Hunter give an update on 
the UK Core Strategy covering Q2 2024. 

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

Kathleen Hunter (KH): Hello everyone, and welcome to our UK Equity Core update. My name is 
Kathleen Hunter, I'm an investment specialist with our UK Equity team and today I'm joined by Iain 
McCombie who is Head of our UK Equity team and lead portfolio manager on our UK Core Strategy. 
As a brief reminder, our UK Core Strategy is looking to identify some of the best growth businesses 
in the UK and then hold on to them over the long term. So at least five years. 
 
So, Iain, shall we start with a bit of a scene-setter? The UK Core Strategy delivered a positive return 
over the quarter, but it was slightly behind the FTSE All Share. How would you characterise the 
market environment this quarter? 
 
Iain McCombie (IM): Yeah, I think two things, Kathleen. I think we're still in a little bit of a holding 
pattern in terms of, you know, what's the next, what's going to happen next? There's still an 
element of wait and see. Now, we did have a pretty good result season in terms of companies who 
are reporting their kind of December year ends or just after, you know, January, February year 
ends. And the news has been actually pretty positive and companies are doing pretty well in a 
tough environment. And dare I say it with some of the trading updates we saw in the quarter, one or 
two possible green shoots, which I think is kind of interesting, but let's not get too carried away.  
 
I think the other thing that obviously is politics. You know, we're recording this today. This is 
election day. So, you know, I don't know what's going to happen after that. But clearly the markets 
and all the pundits seem to be very unanimous that there's going to be a change of government. 
Now, what does that mean for us in our portfolio? I'm not sure it makes a lot of difference to most of 
our companies, but clearly that's a catalyst that people are kind of setting a lot of store on, but we'll 
have to wait and see. 
 
KH: Okay, thank you.  
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So you just mentioned the UK election taking place today. I appreciate you don't expect it to have a 
big impact on the overall portfolio, but are there any individual stocks that you're spending a bit 
more time thinking about? 
 
IM: Yeah, the one that really stands out to me, Kathleen, is Trainline the ticketing app, and we did a 
visit down to their offices in London actually last month where we actually went to spend time with 
them but also particularly to kind of really drill into what do they see in terms of the potential issues 
with Labour potentially becoming the next government.  
 
Now, Labour have been very clear that they would like to take control of the whole rail network at 
some point.  But I think actually the meeting was actually kind of relatively reassuring. They did 
point out that actually Labour launched their transport policy from the Trainline offices in London. 
So there is a kind of relationship there. And I think it's almost one of the classic, you know, the devil 
is in the detail, that it's very easy to say things, but more likely it would be done over time rather 
than in a big bang for a lot of actually kind of fundamental operational reasons. And the actual 
positive thing is that they need something like Trainline because it is the number one ticketing app. 
And there's a lot of things that they are providing which are actually quite attractive to the 
government in terms of actually boosting revenues.  
 
So that's very good for the government, but also from our perspective as shareholders, one of the 
things that they have quietly dropped and the current government have quietly dropped is trying to 
have a public version of Trainline to try and compete with it. They've quietly just dropped that. So 
what you're left with is Trainline, the dominant app in this area. So, on balance, we think that the 
risk reward is still attractive for us as shareholders. 
 
KH: Okay, thank you. 
 
So moving on to performance attribution, the two of the big contributors to performance this 
quarter were the savings platform Hargreaves Lansdown and the venture capital company Molten 
Ventures. Would you be able to talk us through what's been driving their share prices? 
 
IM: Yeah, I mean, two very different businesses, Kathleen. Hargreaves Lansdown, the wealth 
managing platform, I'm sure a lot of people who are listening to this will know all about it. And they 
also know, frankly, it's been a very disappointing investment the last few years for us. We've gone 
through some pretty tough times. So I think the share price going up here is nice, but let's put it in 
context, it's been a tough investment for us. What's happened is that there's been a private equity 
bid, a potential bid, I should say, for Hargreaves. And at the moment, at the time of this recording, 
the board has asked for a bit more time for an offer to be finalised.  So we'll have to wait and see 
what we're going to do there. But, as you said, the share price has gone up.   
 
Molten Ventures, a very different business. As you said, it's a venture business. What that means is 
basically they're investing in early stage companies, mostly in the UK and a bit in Europe, too. So 
kind of businesses that haven't listed yet, predominantly in fast-growing technology areas. Now, the 
share price has done very poorly in the last two or three years in particular, but what is interesting is 
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that the net asset value of these businesses hasn't held up relatively well. So what that means is 
that the discount that the share price is to the net asset value has ballooned out to 1.70 per cent, a 
70 per cent discount.  
 
Now, the net asset value has gone down because, as you can imagine, in a tougher environment for 
growth companies, the valuation metrics have got tougher for those businesses. But the good news 
is that the growth in a lot of those businesses has been really strong. So, there's been a bit of a 
derating, but the fundamentals of the businesses keep improving. So actually what that means is 
that the NAV (net asset value) has fallen a bit, but far less than some people had feared. And what 
we saw in the quarter is that they had their results. There was a kind of reassurance from that and 
the share prices started to respond very strongly. So the fact that this kind has narrowed, but it's 
still very material and that's why we continue to want to own it. 
 
KH: Okay, thank you. 
 
So sticking with performance attribution, after a very strong period the biggest detractor last 
quarter was the money transfer company Wise. Has anything sort of fundamentally changed with 
this business that's driving those share prices? 
 
IM: [The] short answer is no. But I think the point that you raise, I think is actually a great one 
because it's a difference between long-term investing and short-term investing. You correctly 
highlighted it's been a great investment for us in the last year or so. But in this quarter, it wasn't. 
Now, what happened? Well, they had their financial results for the year, which were very strong, 
much better than expected. But they also said at the same time, we think growth will not be as high 
as some people had thought. And some people were disappointed by that, the short-term investors 
and the shares kind of traded off on the back of that.  
 
Now, we stood back and said, well, hold on a second. You've had really strong growth and you're 
still talking about 15 to 20 per cent top-line growth for the next two years. And those are numbers 
to die for, frankly. But it didn't meet those kind of short-term unresolved expectations. But does it 
change the long-term disruptive element of growth that this company is delivering? Absolutely not. 
This is a great growth business and we're very happy to own it. And you get that short-term 
volatility, we're quite happy we can manage our way through that. 
 
KH: Okay great, thank you. And moving on to portfolio activity, turnover has remained low but you 
have made a couple of changes to the portfolio this quarter. Would you be able to talk us through 
your new holding in Shaftesbury Capital?   
 
IM: I'd love to, Kathleen. Now, Shaftesbury Capital is a product of a merger of two property 
companies, Shaftesbury and Capital. They both owned very attractive West End properties in 
London or areas in London, we call it States. So what we have now with this business, it owns 
pretty much all of Covent Garden. It owns all of Chinatown. It owns all of Carnaby Street and some 
other bits and bobs elsewhere. That's a fantastic portfolio of assets. For people at home, this is 
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almost like playing Monopoly in real life, that you dominate these parts of the world, of the West 
End.   
 
Now, what we've got with the management team, it's predominantly capital people. And what 
they've done, they used to own Covent Garden and they've really turned that around. It used to be 
a fairly, I'd say, not really fulfilling its potential. Now they've turned it into a real destination. If you 
ever go there at the weekend, it's very busy. There's really a lot of high-end shops, all the shops, 
turnover is very strong. You've got very attractive food and beverage outlets there.  
 
What we're excited about is that they can turn that kind of capability into what they're doing in the 
old Chastity portfolio, particularly things like Carnaby Street and the Seven Dials, where we think 
there's a lot of potential to get them back to their glory days of, you know, a few years ago.  And, 
you know, we've met them, we've actually walked the streets with them to understand what they're 
doing there. And some of it will take a few years, but there are also kind of, you know, fixes they 
can do to turn it around, I think, quicker than you might expect. And the best thing of all, Kathleen, 
is you're getting this at a 30 discount to NAV, so we're really excited about that holding. 
 
KH: Excellent, sounds very interesting. So just very briefly, any final messages that you would like 
to leave us with today? 
 
IM: We still see an abundance of growth opportunities in the UK and you're also getting them at 
attractive valuations. Now, that to us is still a very powerful combination. The reason why our 
portfolio turnover remains low is because we're really backing our portfolio. The fundamentals are 
good. We want to keep backing that. So we're very happy with where we are at the moment. 
 
KH: Great. Well, thank you very much for your time today, Iain.  And thank you, everyone, for joining 
us.  
 
IM: Thank you. 
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UK Core 

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

 2020 2021 2022 2023 2024 

UK Equity Core Composite -13.8 39.1 -24.8 14.8 8.4 

FTSE All Share Index -15.5 35.8 -10.6 12.9 12.3 
 

Annualised returns to 30 June 2024 (net%) 

 1 year 5 years 10 years 

UK Equity Core Composite 8.4 2.3 2.0 

FTSE All Share Index 12.3 5.4 2.8 
Source: Baillie Gifford & Co and FTSE. 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: London Stock Exchange Group plc and its group undertakings (collectively, the "LSE Group"). © LSE Group 2023. FTSE Russell 
is a trading name of certain of the LSE Group companies. "FTSE®" "Russell®", is/are a trade mark(s) of the relevant LSE Group companies 
and is/are used by any other LSE Group company under license. All rights in the FTSE Russell indexes or data vest in the relevant LSE Group 
company which owns the index or the data. Neither LSE Group nor its licensors accept any liability for any errors or omissions in the indexes 
or data and no party may rely on any indexes or data contained in this communication. No further distribution of data from the LSE Group is 
permitted without the relevant LSE Group company's express written consent. The LSE Group does not promote, sponsor or endorse the 
content of this communication. 

  

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. 
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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. 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. 
 


