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Investment manager lain McCombie gives an update on the International Growth Strategy for Q2
2025.

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

lain McCombie: Hello. I'm lain McCombie, the manager of the UK Core strategy.

The second quarter of 2025 started with a bang as ‘Liberation Day’ arrived and President Trump
announced ‘reciprocal’ tariffs to be imposed on each of America’s trading partners. Tariff levels
were far higher than expected and the threat of a trade war ensued as China retaliated. Equity
markets fell heavily, tellingly it seems, so did bond markets.

Significant uncertainty remains but the US administration rowed back from the most extreme of its
measures. A UK-US trade agreement was the first to be announced. The devil may be in the detail
which will follow but for the meantime, this seemed to restore some calm to markets.

The UK economy, meanwhile, is stuck between a rock and a hard place. Chancellor Rachel Reeves
faces a challenge to balance the books in the face of anaemic growth and further tax rises may be
necessary. Due to stickier inflation the Bank of England will likely struggle to cut interest rates
aggressively to stimulate growth.

Despite all this, the UK stock market ended the quarter higher than it started. Your portfolio
outperformed as many holdings bounced back strongly.

For the second quarter in a row Babcock was the top positive contributor to returns. Our original
investment thesis was centred on the turnaround story of this international defence company.
We've been impressed with the progress that has made, while recent rhetoric around increases in
defence spending has given a further lift to the company’s fortunes. It announced strong results in
June with upgraded medium-term guidance.

Elsewhere, somewhat cyclical businesses such as wealth manager St James’s Place and Howden
Joinery enjoyed the positive momentum. Shaftesbury Capital also enjoyed a good quarter. It owns a
unique and highly attractive portfolio of retail, restaurants, office and residential properties in the
West End of London. The business recently agreed to sell 25 per cent of its Covent Garden estate
at the stated net asset value. This validates the valuation of the business and highlighted the
cheapness of the shares which traded at over a 30 per cent discount to the asset value.
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Multinational distributor Bunzl was the largest detractor to returns in the quarter. The company
released a surprise profit warning in April, driven by problems in one of its US businesses. We
subsequently met with the CEO and came away reassured that, while this has been a self-inflicted
issue, management have been quick to identify and address the challenges and expect it to be
resolved.

We purchased two new holdings during the quarter. 4imprint is an example of where we took
advantage of short-term weakness in the share price to take a starter position. It distributes
promotional products - think, branded merchandise the likes of Baillie Gifford might hand you at an
event. Its sales are primarily in the US.

Concerns about an economic slowdown in the US and uncertainty over the impact of tariffs, given it
buys mostly from China, have weighed recently. However, 4imprint has consistently outgrown the
market. It has an experienced management team that has used previous periods of disruption such
as Covid to strengthen its market positions against its smaller competitors.

Digital greetings cards and gift retailer Moonpig was the other new purchase. Again, there are
concerns about the economic outlook given its sensitivity to discretionary consumer spending, but
Moonpig has proved to have a resilient core market with a large and loyal customer base. The
online market for greetings cards is expected to grow and it enjoys a dominant position with around
70 per cent market share in the UK. We think this gives it scope to leverage this scale, particularly
with clever use of the significant data it collects.

Looking ahead, we place little faith in our ability to predict the direction of markets over the short
term. But what | can say with a high degree of confidence is that your portfolio contains businesses
which we believe will grow in the next five to ten years. And that growth will not depend on changes
in economic data readings from quarter to quarter, or the whims of a mercurial US president.

We continue to resolutely focus on the things that will matter, such as the strength of business
models and the ability of management teams to execute strategy.
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UK Core

Annual past performance to 30 June each year (%)

2021 2022 2023 2024 2025
UK Core Composite (gross) 39.8 -24.4 15.4 8.9 21.4
UK Core Composite (net) 391 -24.8 14.8 8.4 20.8
FTSE All Share index* 35.8 -10.6 12.9 12.3 20.5

Annualised returns to 30 June 2025 (%)

1year S5years 10 years

UK Core Composite (gross) 21.4 10.0 4.7
UK Core Composite (net) 20.8 9.5 4.2
FTSE All Share index 20.5 13.2 53

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: FTSE International Limited (“FTSE”) © FTSE 2025. “FTSE ©” is a trade mark of the London Stock Exchange Group companies

and is used by FTSE International Limited under licence. All rights in the FTSE indices and/or FTSE ratings vest in FTSE and/or its licensors.
Neither FTSE nor its licensors accept any liability for any errors or omissions in the FTSE indices and/or FTSE ratings or underlying data and
no party may rely on any FTSE indices, ratings and/or data underlying data contained in this communication. No further distribution of FTSE
Data is permitted without FTSE’s express written consent. FTSE does not promote, sponsor or endorse the content of this communication.

Risk factors
This communication was produced and approved in July 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.

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.
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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.

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
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Gifford Asia (Singapore) Private Limited to market the full range of segregated mandate services to
institutional investors and accredited investors in Singapore.
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