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Investment manager Remya Nair and investment specialist Eoin Anderson give an update on the 
International Smaller Companies Strategy covering Q1 2024. 
    

 

Your capital is at risk. Past performance is not a guide to future returns. 
 
Eoin Anderson (EA): Hello, and welcome to this investment update for Quarter 1, 2024 for 
International Smaller Companies. My name is Eoin Anderson, I'm an investment specialist on the 
strategy, and I'm joined today by Remya Nair, one of the portfolio managers. As a reminder, 
International Smaller Companies is a small cap portfolio of small, exciting and most importantly 
growing businesses from within the international equity universe. 

So Remya, the end of 2023 saw something of a cooling in industry expectations and this provided 
quite a supportive environment for our holdings. Has that continued into 2024? 

Remya Nair (RN): Yeah, Eoin, we're a few months into 2024 now, I suppose. And what we have 
been observing is that international small caps still sit rather behind their larger cap peers. As you 
will have seen, the large cap space has enjoyed some recent excitement around new drugs, the 
medical industry, AI developments, etc. And some of that hasn't really passed through to their 
smaller counterparts. And what we believe is that in this particular rally and market recovery, given 
interest rates remained quite high, we think that these longer duration assets, these capital-hungry 
businesses, which often tend to be smaller companies, have not been as much in favour as their 
larger, more predictable peers.  

However, that being said, as we always say, a quarter is a short period of time. That's how we view 
it, though it has been obviously embedded in a longer period of tough performance for us and a 
tough time for small companies. We really do believe that we have some exceptional businesses 
here in our portfolio that ultimately will reap the rewards of their fundamental operational 
excellence and their performance in the future. So we remain very optimistic.  

EA: Okay. So a short time period, as you say, but year to date, the portfolio has underperformed. 
Are there any company specifics or themes that you would draw on to explain that? 
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RN: Yeah, a few specifics probably worth mentioning. The first probably being the share price 
effects of Global Unichip. It's a Taiwanese semiconductor company. Bear in mind, it's actually one 
of our top performers last year. The share price there doubled and it had done exceedingly well. 
And we accept that in the semi space, there is some embedded cyclicality, there's volatility. We've 
seen this with our other semi names as well, for instance, Megachips, which is a Japanese custom 
chip designer, much like Global Unichip. And we still remain actually very excited about Global 
Unichip's long-term potential. We think that they stand to really benefit from an increasing market 
and demand for specialism in the semi space, for custom chip design that have come out of 
emergent AI technologies and new developments in that space. So we remain, yeah, quite excited 
by it and we're actually speaking to management in Taiwan a few weeks from now to hear a little bit 
more about their developments there.  

The other area probably worth mentioning as well is some continued underperformance we've seen 
in our Japanese names. As you know, the depreciation of the yen against the US dollar these last 
two years now has had a big impact on domestic Japanese businesses, especially perhaps also 
particularly the high growth businesses. For instance, we have Raksul, which is a cloud-based 
logistics platform. Bengo4, which is an online legal platform. These have recently suffered some 
share price weakness. What I would say though, is on the flip side, other businesses in our 
Japanese space that have a more international opportunity set, for instance, DMG Mori, which is a 
machine tool manufacturer which derives revenues from outside of Japan, has actually been one of 
the top contributors this quarter. So we're really seeing a balance there in our Japanese names. 
And it remains a very exciting opportunity set for us. We think there are some incredible Japanese 
businesses and we continue to see it as a good space for us for investment. 

EA: Okay, maybe continuing on that more positive theme, what has been performing well in the 
portfolio over the past few months? 

RN: Yeah, a few things come to mind. The first being Nanoform. It's our Finnish drug development 
technology company. They're really, really exciting, really unique business. What they're essentially 
doing is working quite closely with pharma companies to use its nanocrystalline technology to try 
and improve the solubility of drugs, both existing drugs and new drugs, into the human body. 
Nanoform has actually really led the performance in terms of share price performance this quarter, 
and that's been mostly due to a quite encouraging, exciting announcement they've made around a 
blockbuster drug. I believe it's currently being used to treat prostate cancer. And they've had some 
strong results in some ongoing studies in trying to increase solubility there. So that's been fairly 
exciting.  

Another one worth mentioning probably is our South Korean names. There are some really unique 
companies in the South Korean space. And as you know, we've recently taken some more 
investments there, bought some shares in some new companies, one being Hanator, which has also 
been a strong performer. It's a package holiday business, and it's really seeing some growth, both 
coming from travel normalizing after the Covid period, but also a real trend amongst consumers in 
Korea to spend higher levels of their disposable income on travel-related expenses, which has been 
quite exciting.  
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The other thing worth mentioning that we've seen recently with South Korea is the country has 
taken a real effort and has announced a concentrated plan for what they call capital markets 
revitalization. What they seem to be doing is to try and attract more investment into their domestic 
capital market. And the way in which they're doing this is to try and really improve their standards of 
transparency, of corporate governance, of profitability amongst many businesses. And some of the 
recent performance among South Korean names has been related to that news and related to the 
positive, I suppose, reception around that. 

EA: So there's an awful lot going on at company level, at market level, macroeconomic level. How 
are management teams feeling generally? And are there any themes in terms of company activity? 

RN: Yeah, it's a good question. I'd start by saying that interacting with management teams and 
keeping up with them is a really important part of our process. We find that it really helps us 
understand the unique opportunities and challenges they're facing. And in each of these, 
management teams are dealing with them in a variety of ways that we're learning about. There have 
been maybe some broad themes around the types of company activities that we're seeing, one in 
particular being companies or management teams trying to make their businesses more nimble, 
more lean.  

We've seen that through some cost-cutting measures, for example. Some of our European names, 
such as Storytel, which is a Swedish e-book platform and also New Work, which is a German 
recruitment business. They've announced, alongside some recent results, also some plans to 
reduce their workforce and really prioritize their efforts and their capital onto their core platforms 
and their core markets. What we're also seeing is some continued M&A activity, not just in terms of 
our holdings being acquired, as we'd seen in the last quarter, but also management teams making a 
real effort to invest counter-cyclically and harness the potential of their horizontal integration or 
their vertical integration, acquiring peers or complementary products and platforms. One example 
here this quarter is Jade, which is our really interesting Japanese online apparel retailer. They were 
previously known as Locondo. Jade has announced an acquisition of one of their rival platforms, so 
that's actually quite exciting and we believe it really stands to improve their competitive advantage. 

EA: So again, we're a few months into the new year. What's the team been working on and what are 
you looking at doing and what are you excited about moving into the rest of the year?  

RN: We're working on lots, as always. We've got lots of new ideas coming in. We've obviously dealt 
with a tough environment for the last few years and that's accompanied a widening opportunity set 
in some ways. We see that as opportunistically as possible. We've really been able in the last year 
or so to reintroduce travel and interacting with companies face-to-face, going to visit them at their 
headquarters as an actual tool in our toolkit as part of our research process. As you know, we really 
value those opportunities. We think that they can help add a lot of insight, a lot of perspective as 
inputs into our research process. So we've been doing much of that. I've just gotten back from the 
Netherlands and Belgium another colleague has just gotten back from Southeast Asia. So I'm sure 
we'll have lots of new ideas inspired from that and we hope to explore them together and see where 
the year takes us. 
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EA: Great. Thanks very much, Remya. And thank you very much for joining us. If you do have any 
comments or questions, please don't hesitate to get in touch with your representative here at Baillie 
Gifford. Thank you. 

  



  
Baillie Gifford – International Smaller Companies Q1 investment update April 2024 

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

 
 

Copyright © Baillie Gifford & Co 2024. 
 

International Smaller Companies  

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

 2020 2021 2022 2023 2024 

International Smaller Companies Composite* -13.3 86.3 -13.7 -12.3 0.6 

MSCI ACWI ex US Small Cap Index -20.8 70.4 0.4 -9.9 13.4 
 

Annualised returns to 31 March 2024 (net%) 

 1 year 5 years 10 years Since inception 

International Smaller Companies Composite* 0.6 4.2 N/A 4.2 

MSCI ACWI ex US Small Cap Index 13.4 6.7 N/A 6.6 
*Inception date: 28 February 2019. 

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. 
 

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  
This communication was produced and approved in April 2024 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. 
 



  
Baillie Gifford – International Smaller Companies Q1 investment update April 2024 

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

 
 

Copyright © Baillie Gifford & Co 2024. 
 

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 (“FinIA”). 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 
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. 
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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. 


