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Investment manager lain Campbell and investment specialist Katie Muir give an update on the ACWI
ex US All Cap, EAFE Plus All Cap and Developed EAFE All Cap strategies covering Q3 2023.

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

Katie Muir (KM): Welcome to this International All Cap Strategy third quarter update. As a reminder,
the International All Cap strategy aims to deliver attractive long-term returns by investing in a
diversified portfolio of international growth companies. I'm Katie Muir, and I'm an investment
specialist for the strategy. I'm joined today by lain Campbell, who is one of your portfolio managers.
lain [has] been a decision-maker on the strategy since 2010, and today, we're going to provide an
update on performance and on the portfolio.

So lain, it's been a challenging period this past few years in terms of performance for the strategy.
And we had another period back in probably the early to mid-2000s that were similarly quite
difficult. Can you maybe share any lessons learned or reflections from you and the team?

lain Campbell (IC): Yes, you're absolutely right. It has been a challenging period, and we're not
happy with the performance that we've delivered to clients. And we feel an acute responsibility to
turn it around. So what are we doing about it”? Well, first of all, we're trying to be true to our
investment philosophy. We remain resolute growth investors doing bottom-up stock picking and
taking a long-term view. So nothing's changed there. And | think it's really important for our clients
to understand that we're not going to alter our style. And | think that comes through in the sorts of
companies that we're adding to the portfolio now. We're still going after growth.

Secondly, we're looking to learn lessons from the experience of 2022, and we think we could have
been a bit quicker at reacting to the rapid valuation increases in 2021. We were making reductions
to some of our holdings based on valuations, but we could have done a bit more. So we are working
closely with our risk analyst to ensure that we have the right tools in place to make sure we're able
to react quicker if such a situation should arise again.

Thirdly, we're ensuring that there's a good diversity and breadth in the growth drivers of the new
stocks that we're buying now. We are growth investors, but we need to make sure that the sources
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of that growth are well-diversified. And again, looking at what we've added to the portfolio this year,
| think we are doing that. So far this year we've bought six new holdings. Two of them have been
materials companies, two have been IT equipment companies. One has been a financial company
and we have bought one consumer staples company.

Finally, | would say that this strategy has been in existence for nearly 30 years, and we've been
through challenging periods and drawdowns in the past. And at times like this, it's more important
than ever that we look at our underperforming stocks and make a clear distinction between those
that are not performing operationally, in which case we should move on and sell. And those which
are performing or demonstrating good operational performance, in which case it's an opportunity to
add. So this process is what we spend our time on, and it's where the team is really important, not
only in bringing new ideas into the portfolio, but challenging what we already own.

KM: So maybe honing in on more recent performance, [over] the summer months, the macro
uncertainty has increased. We've seen rising yields, and the oil price has been on the rise again.
How has the strategy fared in that environment?

IC: Yes, well, it's been a challenging environment for the strategy. And in the third quarter, our
performance has suffered from some of those factors. So digging into the third quarter, in
particular, the macro backdrop has been unhelpful for growth equities. It's tended to be value as a
style which has been in vogue and that's not been helpful for our performance.

So as you say, we've seen rising oil prices and good performance from the energy sector where we
have very little exposure. We've seen rising bond yields, which tends not to be helpful for the
valuations of more rapidly growing companies. So that's been a challenge. And we've seen growing
concerns around economic growth and in particular the health of the Chinese economy. And that's
not helped the sentiment around some of our stocks, which are exposed to Chinese consumption,
for example, the luxury goods companies.

The second point I'd call it is that the rotation to value has been particularly extreme in the case of
Japan, and several of our Japanese holdings have underperformed as a result.

And there have also, in the third quarter, been stock-specific issues. So, Adyen, which is our
European payments company, delivered weak results in its US business and that hurt the share
price. And Farfetch, which is a UK-based online luxury goods company, downgraded its full-year
forecasts on weaker end demand and that was also unhelpful for its share price.

But it's not all been negative. Defensive names like United Overseas Bank in Singapore and
Cochlear, which is an Australian healthcare company, those have performed well. And Denso which
is a supplier to the auto industry in Japan, has also performed well as COVID related supply chain
disruptions in the auto industry have been solved. And a number of our UK holdings have
performed well as well. So companies like Games Workshop and Trainline have delivered decent
operational performance and good share price performance. So, there have been some bright spots
in what was otherwise a challenging quarter.
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KM: Thanks. And maybe coming back to Japan, you know that that's been a sort of notable
headwind. Can you maybe talk about some of the factors that have been driving that pronounced
value rotation?

IC: Yes. So, as | say, it was a surprisingly dramatic rally in deep-value stocks in Japan. And there
seem to be a few reasons behind that. A weaker yen, rising inflation expectations, but also a bit of a
buzz around corporate governance reform, which might lead to more shareholder-friendly practices
in lower-quality companies in Japan. And this has meant that our holdings, which tend to be in
higher-quality growth businesses have fallen out of favour temporarily.

But again, as elsewhere, there have been some bright spots. So our holding in Z Holdings, which is
a Japanese online conglomerate, has done well. In particular, its efforts to digitise the Japanese
payments industry through its app PayPay seems to have good momentum. And our recent new
holding in Cosmos Pharmaceutical, which is a discount food retail business, has really been a
beneficiary of inflation. So in share price terms, it's also done well in the most recent quarter.

KM: So as growth investors, have there been a lot of attractive opportunities in the Japanese
market?

IC: Yes, absolutely. And we're trying to be disciplined about this. But where the long-term
investment case remains strong, but the shares have sold off. We've been adding to existing
positions.

So to give you an example, Sysmex is a Japanese healthcare company. It makes medical testing
machines. We've held this for several years, and its consistently moved into new markets. Most
recently it's been moving into the surgical robots market, and it's been developing new tests. It's
recently developed a blood test for Alzheimer's disease. But as a well-managed growth business its
shares have been out of favour in the most recent quarter, and we've taken the opportunity to
increase our position sizes there.

A similar case would be Olympus, which is another Japanese healthcare business. Again, we think
the long-term investment case is intact, but the share price has been weak. So we've been adding
there as well.

KM: And in terms of other portfolio activity, we've also been finding new opportunities outside
Japan. Could you maybe touch on some of those?

IC: Yes, absolutely. So, we've taken a new holding in a company called Air Liquide, which is a
French industrial gases company. It's a company with a very strong market position built up through
organic growth and acquisitions. It now has a 30 per cent global market share. The excitement here
is really around the potential for growth for this business to accelerate as a result of more demand
for industrial gases related to efforts to decarbonise the economy. And also from onshoring
industry to the US and to Europe, and to schemes like the IRA, which is supportive for industrial
investment.
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The second new purchase | would highlight would be Hong Kong Exchange. We think this is a really
special business, a virtual monopoly. It is the only stock exchange in Hong Kong. However, there's
clearly a lot of concern about the Chinese economy at the moment, and this has had a knock on
impact on the valuation of Hong Kong Exchange. So we think we are being offered an opportunity
to buy a great business at a very attractive price.

We've also added a couple of new names in the semiconductor space. In both cases, companies
which we think have really attractive positions in the semiconductor supply chain. And the
examples here would be Tokyo Electron in Japan and Soitec in France.

KM: It's encouraging to see lots of diverse new ideas coming into the portfolio, as you say. There's
also been a few holdings [sold] in the most recent quarter which included Zalando and NIBE. Could
you maybe talk about the rationale for the sale of those holdings?

IC: Yes. So, we're always monitoring our existing holdings. Testing whether our conviction remains
strong in the growth potential and in the competitive edge. Whether the management team are
executing well and whether there remains upside in the valuation. So, for Zalando, which we sold in
the quarter, which is an online apparel retailer, we think that growing competition in the online
apparel market is going to make it much more difficult for this company to get to the sort of market
shares that we originally thought it could. So, we've moved on from that holding.

In the case of NIBE, which is a European heat pumps maker, we've been reducing this over a series
of months now, and the concern here is more around valuation. It's simply much more highly valued
than it was when we originally took the holding.

KM: And perhaps to finish. It has been a challenging period and particularly over the summer. What
gives you grounds for optimism from here?

IC: Well, I'm very optimistic when | look at the portfolio and when I look at our new holdings. One of
the positive things about growth being out of favour is that we are able to buy and add to positions
in really great growth businesses at very attractive prices. So there are businesses that we are
adding to the portfolio now that we've admired in some cases for years, but where concerns about
valuation have held us back.

And it's very exciting to be able to get the chance to add them now to the portfolio. And I'm excited
to see how they will grow and develop over the next decade. The other thing that makes me
optimistic is the good operational progress being made by the vast bulk of holdings in the portfolio.
A lot of these companies continue to execute very well, and while there are some near-term
challenges, for some, the longer-term opportunity remains intact.

And this is a portfolio that's skewed towards businesses that have strong competitive positions,
strong balance sheets, and are strong enough to weather tougher macroeconomic environments.
And we think that they will emerge from this environment stronger.
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KM: Great. Thanks, lain, for joining me today. We hope you find it useful and look forward to
updating you again soon.
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International All Cap (including ACWI ex US All Cap, EAFE Plus All Cap and
Developed EAFE All Cap strategies)

Annual past performance to 30 September each year (net%)

2019 2020 2021 2022 2023
ACWI ex US All Cap Composite 0.2 28.4 19.4 -39.6 12.6
MSCI ACWI ex US -0.7 3.5 24.5 -24.8 21.0
EAFE Plus All Cap Composite -1.5 24.7 171 -38.5 12.5
Developed EAFE All Cap Composite -1.5 24.3 20.5 -39.6 12.8
MSCI EAFE Index -0.8 0.9 26.3 -24.8 26.3

Annualised returns to 30 September 2023 (net%)

1year 5 years 10 years
ACWI ex US All Cap Composite 12.6 0.9 3.4
MSCI ACWI ex US 21.0 3.1 3.8
EAFE Plus All Cap Composite 12.5 -01 2.9
Developed EAFE All Cap Composite 12.8 0.1 2.9
MSCI EAFE Index 26.3 3.7 4.3

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.

The International All Cap strategy comprises three distinct variants. Overall, the variants are broadly similar, with the key difference being the
degree of exposure to emerging markets listed holdings.

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

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 was produced and approved in October 2023 and has not been updated
subsequently. It represents views held at the time and may not reflect current thinking.

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

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
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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.

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 (“FinlA”). 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
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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.

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
& 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
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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.
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