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INTERNATIONAL GROWTH — WHAT
PICASSO CAN TEACH US ABOUT
INVESTING

Investment Specialist Christel Brodie speaks to Tom Coutts, Investment Manager on Baillie Gifford’s
International Growth Strategy, about his recent thought piece ‘What Picasso can teach us about investing’.
Coutts discusses how the process of, and reactions to, change in the art world can be closely compared to

how we as investors look at the world today and what it could be in the future.

All investment strategies have the potential for profit and loss, your or your clients’ capital may be at risk. Income is
not guaranteed. Past performance is not a guide to future returns.

This film was produced and approved in July 2021 and has not been updated subsequently. It represents views held
at the time of recording and may not reflect current thinking.

Christel Brodie (CB): Hello everyone. Welcome to this short video. I’'m Christel Brodie. I’'m an
investment specialist in the International Growth Strategy. And I’'m here today with Tom Coutts, a partner
of the firm and the chair of our decision-making investment group for International Growth. So today, we
are here to discuss Tom’s white paper, which is called What Picasso Can Teach Us About Investing. So,
Tom, the title of your paper will have raised questions in many people’s minds, as it did in mine. What
does Picasso have to do with investing?

Tom Coutts (TC): Yes, it’s a good question, Christel, because I think not much on the face of it is the
answer. I suppose as a long-term growth investor, I’m fascinated by the process of change, how change
happens and how we react to it. And one of the periods of great change that interests me is modernism,
late 19, early 20" century. And there’s a terrific book called The Shock of the New, which is a great title,
I think, by Robert Hughes. And he talks about the way that artists at the time, in the early 20" century,
responded to huge changes in society by challenging the foundational assumptions of the art world.

So to get to the point of your question, Picasso or the cubists stopped portraying the world in the way,
with the old single-point perspective that had existed since the 15" century, and started to imagine the
world and to depict it from multiple perspectives at the same time. And now to anyone who knows
anything about art, that’s an obvious statement. But to me, and I don’t know much about art, I thought it
was a brilliant metaphor for what, as investors, we need to do, how we need to change our ways of
thinking in response to the changing societal expectations of our role.

CB: It is indeed a very exciting metaphor. But why do you think it is important to look at these multiple
perspectives when assessing investment opportunities as opposed to just looking at maybe narrow
financial parameters?

TC: I think the idea that you can take a one-point perspective of a company and distil it down to a share
price is the equivalent of pre-cubist painting to me. You’re only viewing things from one angle. You’re
massively simplifying it and reducing things. And in the world today we live in, where the problems we
face are more complex and society’s expectations of the financial industry are rightly changing, I think
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one needs to look at things from multiple perspectives at the same time. And doing that, it’s like looking at
a Picasso painting for the first time. It’s deeply confusing.

But to get those perspectives, you need to move outside the financial world and to seek insight from
experts, from thinkers, academics like Mariana Mazzucato or Brian Arthur or Branko Milanovi¢, all of
whom we admire greatly. And as an analyst, as an investor, you need to, as well as just think about the
stock price, the share price, you need to consider other factors, the environmental impact of a company,
the effect it has on society and so on.

This is a more complex task, but I think it’s also a richer and deeper one and it’s one that we need to get
used to doing because these factors matter. Now, they don’t just matter because they’re nice to have on the
side. They matter because they’re fundamental contributors to a company’s future growth prospects, and
therefore to its shareholder value ultimately.

But you can’t focus on shareholder value narrowly, on the single one-point perspective narrowly to get
that. You need, I think, to take into account multiple perspectives and think more broadly about the
prospects of any individual business. Now, you’ve done a lot of thinking about this and some writing
about this in our recent quarterly letter.

CB: Yes, [ have actually. In that G&S letter, I just basically mention how we incorporate sustainability
into our investment process and the fact that we look at a company’s sustainability via the lens of its social
licence to operate, and the fact that when we assess investment opportunities, three points are really
important to us, which are additionality, materiality and ownership.

So additionality is basically we ask ourselves, what does this company add to the world? For instance,
ASML, the manufacturer of lithography machines. Without this company, we wouldn’t have had such an
acceleration in digitisation during the current pandemic and it would have been a much worse experience
than what we’ve just been through.

In terms of materiality, that just means that we are looking at questions, sustainability questions. They are
the most important to the company we are analysing. So, for instance, when we’re looking at the payment
companies, we look at the regulatory environment. We don’t necessarily go through a generic list of ESG
questions just for the sake of it. We just pinpoint the most important ones, important points.

And then the third point would be ownership and the impact ownership has got on companies. How do we
add value to the companies by maybe providing primary capital in order to unleash growth opportunities?
So yes, it is a different perspective, isn’t it, we are looking at in that way. I guess a good other example.
Why don’t we now go maybe...Where do you think the greatest change is and the greatest growth
opportunities are over the next decade?

TC: The way I think about it, there are really two broad types of change. There’s the first. The first type is
the change you just don’t see coming. It comes out of nowhere, discontinuous shifts in the world. And the
second is the sort of change that just accumulates gradually with tiny developments every day
compounding, one on top of the other, until you look around and without you really having noticed it,
things just look very different.

And Covid, I think, the last 15, 18 months, is a great example of both sorts of change. It came out of
nowhere. Something like this didn’t feature as a risk in mainstream discourse, for all that some experts had
been aware of it and talked about the possibility. So, rapid, shocking, discontinuous change. And yet 15
months after our government started to take it seriously, I’'m double vaccinated against it.
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And that, when you think about it, is, I feel, almost miraculous. It’s an example of the sort of
compounding change that we’ve seen in medicine over the last decades, what Hans Rosling used to call
the secret silent miracle of human progress. And I think there are three really important aspects of our
world where that compounding change is happening already, and where it will lead to really significant
societal change and to really big investment opportunities over the coming decade.

The first is this Covid vaccine example, the confluence of technology and healthcare, where our
understanding of the human genome will lead to transformational improvements in disease treatment and
prevention. The second big area, I think, is in energy, where we’re now well underway in the fourth great
energy transition, driven by the learning effects in solar, in wind and in energy storage and batteries. And
this transition needs to happen, of course, for us to properly address the climate crisis. And the third is the
relentless increase in computing power that Moore’s Law delivers us. And in some ways, that’s the most
difficult in investment terms. The CEO of ASML said to us a few months ago that he has no clue what the
next killer app will be. And if he doesn’t, then what hope do the rest of us have?

So each of these three, I think, has real profound societal implications and also offers fantastic investment
opportunities. And we’ll get some of them wrong. We have to get some of them wrong because if we
don’t, we’re not taking enough risk on behalf of our clients, frankly. But the ones that we get right should
more than outweigh those and should lead, I think, to terrific investment opportunities over the coming
decade.

CB: Let’s change angle a little bit. The last conference we held for our North American clients was called
Getting Out More. And as you wrote in your paper, that has seemed a pretty ironic title really over the last
15 months or so. Can you tell us more about how has this pandemic affected your ability to engage with
managements of companies?

TC: As we know, we’ve all got very used to Zoom and Teams and so on. Our, in many ways, creativeness
is far better than it might’ve been even three years ago. It’s been easy, pretty easy to have contact with
colleagues and clients and companies, as you talked about, and management teams have been very keen to
engage with us. But as we all know, it’s not the same talking through a screen. It’s very functional. It’s
difficult to get the real depth and breadth.

And for us, we’re trying to build relationships with management teams over multiple years and it’s often
the side conversations you get on the way out of a meeting, waiting for the elevator, that sort of thing,
where you’re a bit less constrained by the formalities of a meeting and you get an insight into the
company’s culture or into some distant possibility five or ten years into the future. And those are the sorts
of things that really interest us. So, I would say it’s been fine. It’s been better than it might well have been.
But I’m personally very keen to get out and do a few more select company meetings, either later this year
or certainly next year.

CB: So you’re not a big fan of Herb Simon, and his theory on the San Diego Library, are you?

TC: So Herb Simon, computer scientist, had this theory that anything that a normal American adult can
learn on an overseas trip of less than one year’s duration, they can learn more quickly and more cheaply
by visiting the San Diego Public Library, which I thought was a great line and a great insight in many
ways. And I think there’s real truth in it. You can learn so much from reading books and from learning
from academics, and you don’t need to leave your desk to do that. But I also think you learn a huge
amount from actually getting out into the world and meeting people, meeting companies, meeting brilliant
thinkers. So we’re very keen to get out and do that again.
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CB: Absolutely. Absolutely. Tom, thank you so much for discussing your paper with us today. I hope you
can get out more in the not so distant future to meet with inspiring management of companies, with
academics and economists too so that would allow you to collect these multiple perspectives that are so
crucial when assessing these exceptional growth companies. Thank you all for listening. Bye now.

Important Information

This recording contains information on investments which does not constitute independent investment
research Accordingly, it is not subject to the protections afforded to independent research and Baillie
Gifford and its staff may have dealt in the investments concerned. Baillie Gifford & Co Limited is
authorised and regulated by the Financial Conduct Authority (FCA).

The views expressed are those of the speakers and should not be considered as advice or a
recommendation to buy, sell or hold a particular investment. They reflect personal opinion and should not
be taken as statements of fact nor should any reliance be placed on them when making investment
decisions.

Any stock examples and images used in this article are not intended to represent recommendations to buy
or sell, neither is it implied that they will prove profitable in the future. It is not known whether they will
feature in any future portfolio produced by us. Any individual examples will represent only a small part of
the overall portfolio and are inserted purely to help illustrate our investment style.

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.

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 and is
authorised by the Central Bank of Ireland. Through its MiFID passport, 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"). It does not
constitute a branch and therefore does not have authority to commit Baillie Gifford Investment
Management (Europe) Limited. It is the intention to ask for the authorisation by the Swiss Financial
Market Supervisory Authority (FINMA) to maintain this representative office of a foreign asset manager
of collective assets in Switzerland pursuant to the applicable transitional provisions of FinlA. Baillie
Gifford Investment Management (Europe) Limited is a wholly owned subsidiary of Baillie Gifford
Overseas Limited, which is wholly owned by Baillie Gifford & Co.
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Hong Kong

Baillie Gifford Asia (Hong Kong) Limited #Z 55 M &%) FHR 2 & 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

HHEZE M EE) FIR 2L E] can be contacted at Suites 2713-2715, Two International Finance Centre, 8
Finance Street, Central, Hong Kong. Telephone +852 3756 5700.

South Korea
Buaillie 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

This material is provided on the basis that you are a wholesale client as defined within s761G of the
Corporations Act 2001 (Cth). Baillie Gifford Overseas Limited (ARBN 118 567 178) is registered as a
foreign company under the Corporations Act 2001 (Cth). It is exempt from the requirement to hold an
Australian Financial Services License under the Corporations Act 2001 (Cth) in respect of these financial
services provided to Australian wholesale clients. Baillie Gifford Overseas Limited is authorised and
regulated by the Financial Conduct Authority under UK laws which differ from those applicable in
Australia.

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.

Oman

Baillie Gifford Overseas Limited (“BGO”) neither has a registered business presence nor a
representative office in Oman and does not undertake banking business or provide financial services in
Oman. Consequently, BGO is not regulated by either the Central Bank of Oman or Oman’s Capital
Market Authority. No authorization, licence or approval has been received from the Capital Market
Authority of Oman or any other regulatory authority in Oman, to provide such advice or service within
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Oman. BGO does not solicit business in Oman and does not market, offer, sell or distribute any financial
or investment products or services in Oman and no subscription to any securities, products or financial
services may or will be consummated within Oman. The recipient of this document represents that it is a
financial institution or a sophisticated investor (as described in Article 139 of the Executive Regulations
of the Capital Market Law) and that its officers/employees have such experience in business and financial
matters that they are capable of evaluating the merits and risks of investments.

Qatar

The materials contained herein are not intended to constitute an offer or provision of investment
management, investment and advisory services or other financial services under the laws of Qatar. The
services have not been and will not be authorised by the Qatar Financial Markets Authority, the Qatar
Financial Centre Regulatory Authority or the Qatar Central Bank in accordance with their regulations or
any other regulations in Qatar.

Israel

Baillie Gifford Overseas 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 document 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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