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Investment manager Jared Anderson gives an update on the Japan All Cap strategy covering Q2
2025.

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

Jared Anderson: Welcome to the Q2 2025 investment update for the Japan All Cap strategy. I'm
Jared Anderson, one of the co-managers on the strategy.

The Japanese economy is continuing to see positive momentum following a prolonged period of
deflation. Prices, wages, and interest rates are trending up. And in turn, the corporate sector is
having to think harder about how capital is deployed and the return on that capital. Thisis a
supportive backdrop for the types of companies we invest in and compounded by the structural
growth themes that they are leaning into.

Q2 performance was marginally behind the index but importantly ahead of Year-to-date (YTD). This
reflects a market-level tilt away from more cyclical, export-led companies like autos into the types of
companies that we favour. Companies with strong competitive positions, agile management teams,
and growing, not shrinking, opportunity sets. Al and gaming were standout themes this quarter,
evidenced by the likes of SoftBank, the technology-focused investment company and Nintendo, the
gaming and entertainment company.

Taking these in turn, SoftBank is going all in on Al. Its investment in Arm, the UK-based chip design
company, is the centrepiece of its strategy here. Arm offers power-lite blocks of IP that its
customers can stitch together into bespoke solutions. This domain specificity is an important trend
as we run up against the physics of Moore’s law. Combined with its investment in OpenAl, a
category-defining platform with around 800m weekly active users. And its commitments to build
out the physical infrastructure layer, SoftBank has an unmatched collection of Al assets. And of
course, it has a previous for making prescient calls on emerging technology, be it bringing the
iPhone to Japan or investing early in Chinese ecommerce.
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Nintendo’s new console, the Switch 2, had a record-breaking launch in the quarter. Over 5m units
have reportedly been sold in its first month on sale. This makes it the fastest-selling console of all
time and almost double what the original Switch managed in its first month back in 2017. Reviews
have been strong, and the slate of new titles from both first-party and third-party developers looks
promising. And beyond gaming, Nintendo continues to push its IP across different mediums. The
success of The Super Mario Bros. Movie, the highest-grossing video game adaptation in history, is
indicative of its flywheel approach here, reinforcing the popularity and relevance of its IP and
adding yet more fans to its inimitable franchise. Nintendo is arguably the most unique and
compelling growth company in global entertainment.

Moving on to the detractors. Rakuten, the ecommerce company, was a notable underperformer in
the quarter. It continues to make progress with its mobile network buildout, but we are seeing
intense competition here as the incumbent carriers muster up a response. Rakuten continues to
add new subscribers with its low-cost price plans, but with momentum seemingly slowing. This is
something we are monitoring closely and engaging with the company on. More optimistically, we
are starting to see pricing bottoming out at the industry level and remain of the belief that Rakuten
has a strong hand here with its captive points ecosystem.

Turnover for the strategy remains low, with an implied holding period of around 10 years. We want to
be long-term owners, not short-term speculators. That said, there were a number of new purchases
in the most recent quarter. One area worth highlighting is the opportunities we are seeing in gaming
beyond the likes of Nintendo and Sony. This is a pocket of Japan where creativity and
craftsmanship happily meet. Japanese content is increasingly relevant outside of Japan. And more
and more people, young and old, are engaging with such content. This is a big opportunity for
Japanese companies with high-grade IP and a deep bench of talent. Square Enix and Sega Sammy
are two recent purchases who fit this billing. Square Enix is behind the Final Fantasy and Dragon
Quest franchises, that have a large and loyal following. Sega Sammy has Sonic the Hedgehog and
Angry Birds amongst many others in its stable. Both these founder-owned companies have an
increasingly global mindset. And a strong catalogue of under-monetised IP that should drive value
creation over the long term. We are optimistic.

And this optimism cuts across sectors. Japan has industry-shaping companies not just in gaming,
entertainment, and Al. But in healthcare, robotics, and manufacturing. These are the companies we
are investing in; faster growing, more profitable, less indebted vs the market as a whole. Companies
with an eye firmly on the future, not the past. Japan remains a market that offers stock pickers
quality growth companies at attractive prices, and this is really what underscores our conviction.
That now is a great time to be investing in Japan’s best growth companies.
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Japan All Cap Strategy

Annual past performance to 30 June each year (%)

2021 2022 2023 2024 2025
Japanese Equities All Cap Composite (gross) 33.2 -27.6 10.8 6.9 141
Japanese Equities All Cap Composite (net) 32.4 -28.0 101 6.2 13.4
TOPIX Index 23.8 -19.5 18.1 12.8 15.9

Annualised returns to 30 June 2025 (%)

1year S5years 10 years

Japanese Equities All Cap Composite (gross) 14.1 5.4 6.6
Japanese Equities All Cap Composite (net) 13.4 4.8 5.9
TOPIX Index 15.9 9.0 6.5

Source: Revolution, Japan Exchange Group. 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: The TOPIX Index Value and the TOPIX Marks are subject to the proprietary rights owned by Tokyo Stock Exchange, Inc. and
Tokyo Stock Exchange, Inc. owns all rights and know-how relating to the TOPIX such as calculation, publication and use of the TOPIX Index
Value and relating to the TOPIX Marks. No Product is in any way sponsored, endorsed or promoted by Tokyo Stock Exchange, Inc.

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.
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.
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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 A% 5 (& #)B R /2 5] 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
EIMN(FE)AE 2T 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.
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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.

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
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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.
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