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Investment manager Lucy Browne and investment specialist Seb Petit give an update on the Global 
Income Growth and Responsible Global Equity Income strategies covering Q1 2024. 
    

 

Your capital is at risk. Past performance is not a guide to future returns. 
 
Seb Petit (SP): Hello, and welcome to this quarterly investment update on the Baillie Gifford Global 
Income Growth Strategies. My name is Seb Petit. I'm an investment specialist, and I'm joined today 
by Lucy Browne, an investor in the team. As a reminder, we aim to invest in long-term 
compounders, well-established growth companies, which we expect to deliver earnings and 
dividend growth for the next 10 years. 
 
Welcome, Lucy. 
 
Lucy Browne (LB): Hi, Seb. 
 
SP: So 2023, quite strong equity markets across the globe. That momentum has continued in the 
first quarter of 2024, with global equity markets up close to 10 per cent in sterling terms. Our 
portfolios have returned positive numbers, but somewhat lagged that benchmark. Can you tell us 
what happened? 

LB: Sure. So we know that in periods of strong market rallies, our focus on resilient compounders 
can be a drag on relative performance, as other investors may chase more cyclical names or, as 
we've seen in the past few months, high-growth tech companies. And while we do own Apple and 
Microsoft in the portfolio, our aggregate lack of exposure to the ‘Magnificent Seven’ continues to 
be felt this quarter. And indeed, since the start of the year, that explains about a third of 
underperformance. 

SP: So, if we put the Magnificent ‘Seven impact’ aside for a minute, what else has driven the 
portfolio returns this quarter? 
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LB: So I'll start with the contributors. Novo Nordisk was once again our leading contributor to 
performance, having posted very strong results for 2023 on the back of continuing strong demand 
for its obesity medication. Taiwanese chip manufacturer TSMC was our second largest contributor. 
Producing chips for the likes of NVIDIA has really benefited TSMC in terms of sales growth this 
quarter. And among the more cyclical names in the portfolio, we've had US distributor Fastenal and 
also French electric power equipment company Schneider Electric also contributing positively on 
the back of strong results. And then on the other side of the ledger, the main detractors to 
performance have been companies which are still feeling the effects of demand normalizing after 
experiencing a COVID-related boom. So, in that camp, we'd have logistics company Kuehne & 
Nagel, Australian lab testing business Sonic Healthcare and Swiss pharmaceutical Roche. In all 
cases, as excess demand has dropped out, there have been some cost overhangs which have 
temporarily weighed on profitability. 

SP: In terms of portfolio activity, this quarter seemed relatively quiet, but maybe a bit of reshuffling 
in the pharmaceutical names. Can you tell us more? 

LB: Sure. So as you say, it has been a fairly quiet quarter in terms of portfolio activity. We've only 
had one new name enter the portfolio. Our new buy is Epiroc, which is a Swedish company and a 
global leader in high value drilling equipment, which it sells to mining and construction companies.  

We expect earnings growth to be driven by growing demand for metals linked to the 
decarbonization megatrend. And going back to our focus on really resilient business models, we 
particularly like that Epiroc has a very large installed base of equipment, which enables it to 
generate around 70 per cent of its sales from spare parts, tool attachments and servicing. And this 
more stable revenue stream allows it to pay an attractive dividend as well as reinvesting in growth.  

And then, as you mentioned there, there's also been a bit of digging into our pharma holdings and 
some portfolio activity on the back of that, notably the complete sale of GSK, but also reductions to 
Roche and Novo Nordisk. So, if I take GSK first, essentially we've lost conviction in the pipeline 
replenishment investment case and decided to exit the position and move on. In terms of Roche, we 
do have conviction that the health of the R&D engine is still there. However, it's been a bit 
disappointing to see Roche lose its status as global number one in oncology. And the company is 
also undergoing a reorganization under a new CEO. So, we've decided it's appropriate to half the 
position size to reflect a bit more execution risk.  

And it's a different story at Novo Nordisk. The decision to reduce there is more a reflection of our 
commitment to portfolio diversification discipline rather than any change in conviction in the 
investment case. And indeed, it remains as a top position. It's now the fourth time in the past 12 
months that we've trimmed just as strong share price performance has pushed us up towards our 6 
per cent maximum position size. 

SP: Thank you. Now, in terms of research, what has kept you busy the last few months? 
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LB: One thing I've been working on this quarter is revisiting the investment case for our lithium 
producer, Albemarle, and really going back and retesting some of our assumptions around lithium 
volume growth, demand growth and also lithium pricing. And the backdrop to that has been some 
pretty weak share performance across lithium stocks amidst softer EV sales and a sharp decrease 
in the lithium stock price.  

However, we're reassured that the key drivers of lithium demand remain intact, predominantly as it 
relates to the continued adoption of EVs. And we think that presents a really exciting volume 
growth opportunity for Albemarle. And while I wouldn't pretend to have any special ability to predict 
commodity prices, we've also done work to test the economics of lithium production at various ore 
grades and explore some of the challenges of bringing new supply online on time and on budget. 
And based on that work, we think it's more likely than not that the lithium price rises from here, 
adding a helpful second driver to the Albemarle investment case. 

SP: Okay, thank you. Changing tack a little and talking about ESG, any example of engagement or 
research you'd like to mention? 

LB: We have had a variety of ESG research and engagement this quarter, but perhaps just one 
example to highlight would be a recent meeting with the Head of Sustainability at Watsco. As a 
reminder, Watsco is a leading distributor of air conditioning equipment in the US. And one of the 
tailwinds to its growth is customers upgrading to more energy efficient equipment, either as a result 
of regulatory shifts or to benefit from lower energy costs.  

So, you might expect Watsco to be all over the emissions disclosure piece, and yet we found them 
to be somewhat of a laggard in that department, and it's something that we've been really 
encouraging them to improve on. So, it's very encouraging in this recent meeting to hear that work 
on their sustainability reporting is now well underway and that we can expect targets and 
disclosures in the not-too-distant future. It's also very pleasing that they've asked us to make 
introductions to other companies that we regard as further on in their sustainability journey, in the 
spirit of sharing best practice. I think that's a great example of how, despite us being a very small 
shareholder from Watsco's perspective, in terms of the credibility and the impact of our 
engagements, we can really punch above our weight.  

SP: Thank you. Now, looking forward, as I've said, investors seem quite bullish, optimistic, still 
rushing to AI-related names. Do you fear missing out in that environment? 

LB: No. I think we recognise that we won't always keep up with markets in periods where they're 
rising very sharply, particularly if that's being led by a small number of stocks that aren't necessarily 
a good fit for our investment philosophy and strategy. And there I'm thinking about Nvidia and 
Facebook. However, I think the key thing is that our focus hasn't changed. We remain committed to 
looking for well-run companies with strong balance sheets and strong return profiles, benefiting 
from multi-year growth opportunities ahead of them. And I think over the next several weeks, 
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myself and other members of the team will be out on the road at conferences and company 
meetings, uncovering more of these opportunities and maintaining a healthy pipeline of new ideas. 

SP: Thank you for this update. Three key messages I retain. The first one is that portfolio returns 
have been positive but lacked very strong global equity markets. The second message is there's 
been a bit of reshuffling in the pharmaceutical names in the portfolio. And the third is that there is 
no fear of missing out. We know that the quality compounders that are in the portfolio tend to lack 
very sharply rising equity markets, but there is no fear and rush to chase those names. And we 
remain focused on the next decade for [our] holdings. 

Thank you Lucy for your time. And thank you, everyone, for joining us today.  
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Global Income Growth (including Global Income Growth and Responsible Global 
Equity Income strategies) 

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

 2020 2021 2022 2023 2024 

Global Income Growth Composite -8.0 50.4 7.7 -1.1 12.5 

Responsible Global Equity Income Composite* -7.2 49.7 8.8 -0.7 14.4 

MSCI ACWI Index -10.8 55.3 7.7 -7.0 23.8 
 

Annualised returns to 31 March 2024 (net%) 

 1 year 5 years 10 years Since inception 

Global Income Growth Composite 12.5 10.7 8.3 N/A 

Responsible Global Equity Income Composite* 14.4 11.4 N/A 13.3 

MSCI ACWI Index 23.8 11.5 9.2 9.6 
*Inception date: 31 December 2018. 
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  
This communication was produced and approved in April 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) 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 (“FinIA”). 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, 
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. 
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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 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  
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. 
 

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 
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& 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. 
 
 
 
 
 


