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Your capital is at risk. Past performance is not a guide to future returns. The following update is 
based on a representative portfolio. As such, stock examples may not be held in every client 
portfolio, and performance may differ. 

 

Milena Mileva: The UK equity market delivered a positive return last quarter, building on what was a 
very strong year for the index. For context, in 2025 the FTSE All Share returned approximately 24 
per cent and was one of the best performing equity markets globally.  

However, the returns generated by the index were delivered by a small number of companies 
operating in a narrow range of sectors. Around two-thirds of the index return was driven by just 10 
stocks. And these were primarily large, internationally exposed businesses operating in the 
banking, defence and pharmaceutical sectors.  

Why does this matter? With performance being concentrated amongst a small subset of the index, 
the strong headline returns disguise a stark polarisation in the UK equity market. As long-term 
quality growth investors, we believe this is presenting us with a compelling opportunity. Let me 
expand on this. 

When we look across the market, many lower-quality, cyclical businesses are now trading near the 
peak of their long-term valuation ranges, implying their medium and long-term prospects have 
dramatically improved.  

Having examined a lot of these companies, our view is that this is unlikely. Conversely, there are 
now outstanding UK growth businesses with significant long-term earnings power and exceptional 
competitive advantages, which are trading at or below market multiples. This does not happen very 
often. Importantly, we believe some of the very best amongst those are held in our UK equity 
strategies.  

For example, if we turn to performance last quarter, where the UK Alpha strategy underperformed 
the benchmark, the two main detractors were the online car marketplace Autotrader and the 
investment platform AJ Bell. In both cases, these are fantastic British businesses with strong long-
term growth prospects, which have been delivering very good results.  

However, the shares have recently been weighed down by sentiment rather than any deterioration 
in underlying fundamentals. Autotrader's performance was largely impacted by negative narrative 
around artificial intelligence. These also weighed on several of our other capital-light data-driven 
holdings, such as Experian and Baltic Classifieds Group. We recognise that AI is a momentous 
technological development, which will have a profound impact on many industries, creating both 
risks and opportunities for individual businesses in ways that are hard to anticipate.  

However, Autotrader starts from a position of great competitive strength. Its strong financial 
position enables it to invest through periods of change and adapt. For example, the management 
team has made significant investments in data science capabilities over the past five years, has 
launched many AI-enabled products, and has a robust pipeline of future innovations. 

In terms of AJ Bell, the investment platform delivered an excellent set of four-year results. 
However, its shares fell as the management team announced plans to increase investment in their 
marketing capabilities. Over the past few years, the company has demonstrated a compelling return 
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on its brand investments. So we view this decision to increase marketing spend as entirely 
consistent with long-term value creation. The business operates in a large and growing market and 
is well-positioned to benefit from powerful structural tailwinds. This really helps underpin our 
enthusiasm for the long-term opportunity ahead.  

On the positive side, Games Workshop and 4imprint were the strongest contributors this quarter, 
with both companies delivering encouraging trading updates.  

With Games Workshop, its core miniature business continued to perform well against tough 
comparisons with last year. Stepping back, we try not to get too caught up in short-term trading 
momentum. Instead, our conversations with the management team typically focus on what we think 
will really drive long-term value creation for our clients. With Games Workshop, this includes 
conversations around its ability to develop its staff, expand globally, and protect its intellectual 
property.  

Periods like the one we are in now do not come around very often. Strong index-level returns 
disguise a stark polarisation in the UK equity market, and this has created a fantastic opportunity 
for long-term growth investors.  

The UK Alpha strategy continues to exhibit above-average growth and quality characteristics, while 
starting valuations are now materially lower than in previous years. Historically, this combination 
has provided a strong backdrop for future outperformance. 
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UK Alpha 
Annual past performance to 31 December each year (%) 
  2021 2022 2023 2024 2025 
UK Alpha Composite (gross) 0.1 -33.2 14.2 5.3 14.1 

UK Alpha Composite (net) -0.5 -33.5 13.6 4.7 13.4 

FTSE All Share index 17.2 -10.9 14.4 7.5 33.2 

            

Annualised returns to 31 December 2025 (%) 
  1 year 5 years 10 years   
UK Alpha Composite (gross) 14.1 -1.7 4.8   
UK Alpha Composite (net) 13.4 -2.3 4.2   
FTSE All Share index 33.2 11.3 7.4   
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  
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 January 2026 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 
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. 
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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) 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. 
 

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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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. 
 


