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Investment manager Iain McCombie and investment specialist Chloe Darling-Stewart give an 
update on the UK Core Strategy covering Q1 2025. 

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

Chloe Darling-Stewart (CDS): Hello, and welcome to this Baillie Gifford UK Equity Core Strategy 
update. My name is Chloe Darling-Stewart, I'm an investment specialist with the team, and I'm 
delighted to be joined today by Ian McCombie, who is head of the UK Team and lead portfolio 
manager on the strategy. Welcome, Ian.  
 
Iain McCombie (IM): Hi, Chloe.  
 
CDS: As a brief reminder, our UK Core Strategy is looking to find the very best of British businesses 
and invest in a portfolio of 45 to 65 companies for the long term. Over the next 10 minutes or so, 
Ian and I will discuss what's been going on in the market, some of the key drivers behind recent 
performance, portfolio activity, and then finally on why we remain confident about the prospects for 
your portfolio going forward.  
 
So to kick off, Ian, it's been a particularly volatile quarter. Given your three decades of experience, 
how would you say this quarter compares to other turbulent periods that you've navigated? And 
what lessons can we learn from that? 

 
IM: I mean, Chloe, you're right that it has been a volatile quarter, particularly for our performance 
relative to the index. But in terms of that experience point, I think it's a really useful context, 
because when I look at my career and the core strategy, in terms of 3 per cent outperformance or 
underperformance after fees, this is only the ninth time this has happened. So it has happened 
before. So, this is not unprecedented.  
 
So, although in some respects what was happening over in the US with President Trump and what 
he's talking about, we've had volatility before. And what's really important for us is to stick to our 
knitting in the sense that we're looking at bottom-up opportunities for that.  
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We're cognizant of what's going on in the top-down or the macroeconomic backdrop, but we are 
very much bottom-up investors and we're trying to focus on that.  
 
CDS: And as you say, it's been quite a challenging period for performance. It was flat over the 
quarter and lagged the index. Could you perhaps walk us through some of the key themes or some 
of the specific holdings that were driving that? 

 
IM: Yeah, I mean, I think one of the things about, as you said, what the volatility has done is caused 
a lot of uncertainty because people are not quite sure what does this mean for the global economy 
or let alone the UK economy.  
 
And what you've seen in the UK in particular in the stock market is a kind of flight to safety. So 
some of the big defensive companies have done very well, that you might expect. But also the other 
area that's done very well, which we haven't owned, are some of the big defence companies, such 
as BAE and Rolls-Royce. We actually have owned another company, which I'm sure we'll come 
back to, which has helped us. But those are some of the big themes that have gone against us.  
 
Now, the other factor that I think is worth talking about is the short-term volatility. I think in my 
colleagues' words as well as mine, I don't think we've ever seen as volatile an earnings season as 
we've ever seen in my career here.  
 
And what I mean by that is when you had results on the day of a company, you're getting very big 
share price movements, positive or negative, depending on what they're talking about the outlook. 
And that is very unusual.  
 
I mean, normally you get – if it's something particularly bad or good, you expect a big share price 
movement. But what we've seen is very much the market doesn't like disappointment, doesn't like 
short-term disappointments. And companies are just saying, look, the economy is tough out there 
at the moment. The market hasn't reacted well to that.  
 
Now, we think that is very much an overreaction, but it's something that is certainly notable and 
probably not helped us in the short run. 
 
CDS: And in terms of the portfolio itself, have there been any stock-specific issues or concerns?  
 
IM: Yeah, I mean, as I said, if you talked about any disappointments, then that's hurt you. So, for 
example, Greggs, the food to go retailer, was one of the big negatives in the quarter. Now, what 
they had said was that actually profits were in line with expectations.  
 
But some people were worried about the fact that their like-for-like sales, which is kind of the sales 
on their existing stores, had started to decelerate a little bit. But what they also said was that 
they're putting in some very big investment in new plant capacity over the next few years, and 
that's going to have an impact on their margins or basically their profits.  
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And the market doesn't like that, and it's punished the business for that. But actually, when you 
think about it, it's the right thing to do for this business, because what they're trying to do is to allow 
this business to have the capacity to keep growing over the medium to long term. And they have to 
build these facilities.  
 
And what they're really saying is it's the real world, that you build a brand new facility and you're 
incurring all the costs of that. It will take time for that volume to build up in those facilities until you 
make those very attractive returns, but the market's short-term focus.  
 
But in the long-term, that makes perfect sense. So again, that's what we're trying to work with, is 
that the market is very much focused on one thing. But we think the really important thing is that 
long-term ability for that company to grow. And that's why we're sticking with it. 
 
CDS: And then amongst that, there have been some bright spots of performance. I'm thinking of 
Babcock, as you mentioned earlier, or some of the financials like St. James' Place. Could you talk 
us through what's going on at these companies and the long-term prospects?  
 
IM: Yeah. Well, in the case of Babcock, that's the defence company I was referring to earlier. It is 
actually very well-positioned. It's one of the leading kind of defence companies in the UK. 
Interestingly, it has virtually no exposure to the US.  
 
So what was seen as perhaps as a weakness in the past is now seen as a strength, because with 
this talk about Europe having to spend a lot more money on defence, they are really well 
positioned. They've got a huge exposure to the UK as one of the prime submarine maintenance 
companies in the UK, but also the fact that they're building ships and so on.  
 
And I think they have some very important strategic assets for the UK. Devonport, which is one of 
the main bases for the submarines, but also Rosyth and a lot of other things. And importantly, they 
keep winning new contracts. And they had a renewal of a very important contract to maintain a lot 
of the Army's vehicles, which has been extended for another five years, which, again, is great news 
for the business. So that's really well positioned.  
 
St James’ Place is a totally different story here. But I think it's really about a new management team 
steadying the ship. And actually, despite all the– you remember all the negative news last year 
about fees and so on and changing their fees, actually they still saw very strong inflows into their 
business, which together with the market going up meant that their assets were up very 
significantly over the year. And actually that's good news for the business.  
 
And the fact that there's really been no new news or any negative news in terms of what's been 
happening with fees or any of the kind of other issues that the management are dealing I think it's 
giving people more reassurance that this business is on the way to be back on track, which is very 
encouraging and the share price responded to that.  
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CDS: And turning to portfolio activity, periods of volatility often throw up some opportunities. Have 
you used this period to make any changes to the portfolio? 
 
IM: Yes, but no. Now, what I mean by that is we have, but not to a huge extent. I mean, by and large, 
we've stuck with the portfolio because we're very much, ‘if it ain't broke, don't fix it’. And that's 
been very much our attitude.  
 
But we have looked at a few things. And one thing I could talk about is we've been adding to a 
company called Shaftesbury Capital, which you may recall we bought earlier this year. Now, this is a 
London property company. It owns a number of estates in the centre of London.  
 
A very interesting bit of news came out near the end of the quarter, which kind of made us want to 
add to the position. And that was when they announced that they were selling 25 per cent of their 
Covent Garden portfolio to the Norwegian Sovereign Wealth Fund.  
 
And what was really interesting was that they're selling it at the net asset value of it. So the same 
value that the company's valued at on its balance sheet. But the share price is at a 35 per cent 
discount to that.  
 
Now, that is a very interesting discrepancy, if you want to put it like that. Because here's a very 
sophisticated buyer coming in, willing to buy one of the prime assets in their portfolio in the centre 
of London for the net asset value. And yet the share price is saying, no, it's not worth that. That 
doesn't make sense to us.  
 
But what's also important is that it allows the management team to have the balance sheet 
flexibility to invest in the rest of their estate now, because they're going to get that money coming 
in. And as I say, the shares are trading at a big discount. So, we've added to our position.  
 
CDS: The last question I wanted to ask you about, Ian, was looking at the overall health of the 
portfolio on a fundamental level and some of the operational progress that you see. Could you 
share your perspectives on where you think the portfolio is at the moment and how confident you 
feel looking forward? 
 
IM: Yeah. Well, in a funny way, it might sound contradictory. But actually, in tough times, and we 
clearly are in tough times, that's when the really good companies start to come through. Let me 
give you an example of that.  
 
Howden's Kitchens, the kitchen company you and I have kind of talked about over the last kind of 
year or so often. It's had OK numbers recently, but put that in the context of the market backdrop.  
 
The kitchen market in the UK, they reckon, has been down high single digit, which is pretty tough, 
which is not surprising given the cost of living crisis and the economic growth being very weak. But 
their own position has been maybe -1. So they've taken significant market share. Which is good 
news.  
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But what's really important is what they're doing at the moment. They're continuing to invest in their 
product. They're continuing to invest in the logistics. They're continuing to invest in their 
manufacturing capability.  
 
Now, these things won't impact right away, but over the medium to long term, they're going to have 
a significant advantage in terms of lowering costs, better service, better choices for the consumer. 
And I think that's a really important point, is that this is a business that's setting itself up for the 
future in the tough times.  
 
And because they've got the management, that vision, and they've got the balance sheet to be able 
to do that, that's really good. Now, that's just one example. I could give you plenty of other ones in 
exactly the same position. And that's what we're trying to keep looking at. Is the long-term potential 
of our businesses still intact? We think they are. And that's why we're still very upbeat about the 
future.  
 
CDS: Well, I think that's a positive, a really positive place to leave things. Thank you, Ian. I hope 
that's given you a good sense of what's been going on in the portfolio this quarter and why we 
remain confident about the prospects for your portfolio going forward.  
 
Thank you very much for tuning in and please do get in touch if you have any questions. 
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UK Core 

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

 2021 2022 2023 2024 2025 

UK Equity Core Composite 52.6 -4.7 -7.9 8.2 9.1 
FTSE All Share Index 41.0 7.9 -3.3 10.8 12.9 
 

Annualised returns to 31 March 2025 (net%) 

 1 year 5 years 10 years 

UK Equity Core Composite 9.1 9.6 3.5 
FTSE All Share Index 12.9 12.9 4.7 
Source: Revolution, FTSE. 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: 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 April 2025 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. 
 



  
Baillie Gifford – UK Core Q1 investment update April 2025 

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

 
 

Copyright © Baillie Gifford & Co 2025. 
 

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. 
 


