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Why Does Scottish Mortgage Buy
Back Shares?

Why does Scottish Mortgage buy back shares? It might seem a little odd to know
that Scottish Mortgage not only buy shares in other companies, it also buys back
its own shares. The reason for doing so is to support the share price.

As | explained in the discounts and premiums video, the share price can trade at a
discount below the Net Asset Value. Buying back shares can help prevent the
discount from becoming too large. That's because while a discount can be good
for new investors who feel that they're getting a good deal. If the share price falls
below the asset value, it's bad for existing shareholders as they're not getting the
full benefit of the growth in the trust's investments.

A large discount indicates that there is an oversupply of shares in the market, so
Scottish Mortgage buys them back to reduce the number of shares in circulation
to help match supply with demand. In doing so, it narrows the discount or gap
between the share price and its Net Asset Value.

After their bought, the shares are held in the treasury where they can then be
reissued when investor demand improves. Ultimately, the best way for Scottish
Mortgage to avoid big discounts is to produce good investment performance,
which tends to create demand for its shares.

Watch all of our educational films on investment trusts at
www.scottishmortgage.com/explainers

Risk Factors

All investment strategies have the potential for profit and loss. Your or your clients’
capital may be at risk.

The Trust can borrow money to make further investments (sometimes known as
“gearing” or “leverage”). The risk is that when this money is repaid by the Trust, the
value of the investments may not be enough to cover the borrowing and interest
costs, and the Trust will make a loss. If the Trust's investments fall in value, any
invested borrowings will increase the amount of this loss.

The Trust can buy back its own shares. The risks from borrowing are increased
when a trust buys back its own shares.
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Regulatory Information

This content was produced and approved at the time stated and may not have
been updated subsequently. It represents views held at the time of production
and may not reflect current thinking. Read our Legal and regulatory information
for further details.

A Key Information Document is available by visiting our Documents page. Any
images used in this content are for illustrative purposes only.

This content does not constitute, and is not subject to the protections afforded to,
independent research. Baillie Gifford and its staff may have dealt in the
investments concerned. The views expressed are not statements of fact and
should not be considered as advice or a recommendation to buy, sell or hold a
particular investment.

Baillie Gifford & Co and Baillie Gifford & Co Limited are authorised and regulated
by the Financial Conduct Authority (FCA). The investment trusts managed by
Baillie Gifford & Co Limited are listed on the London Stock Exchange and are not
authorised or regulated by the FCA.

Baillie Gifford Asia (Hong Kong) Limited fAZ38M (F&E)BRE2AF (BCA) holds a Type 1
licence from the Securities and Futures Commission of Hong Kong to market and
distribute Baillie Gifford's range of collective investment schemes and closed-
ended funds such as investment trusts to professional investors in Hong Kong.

Baillie Gifford Asia (Singapore) Private Limited (BGAS) 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. BGA and BGAS are wholly owned subsidiaries of Baillie
Gifford Overseas Limited, which is wholly owned by Baillie Gifford & Co.

Europe

Scottish Mortgage Investment Trust PLC (the “Company”) is an alternative
investment fund for the purpose of Directive 2011/61/EU (the “AIFM Directive”).
Baillie Gifford & Co Limited is the alternative investment fund manager (“AIFM") of
the Company and has been authorised for marketing to Professional Investors in
this jurisdiction.

This content is made available by Baillie Gifford Investment Management (Europe)
Limited (“BGE"), which has been engaged by the AIFM to carry out promotional
activities relating to the Company. BGE is authorised by the Central Bank of
Ireland as an AIFM under the AIFM Regulations and as a UCITS management
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company under the UCITS Regulation. BGE also has regulatory permissions to
perform promotional, advisory and Individual Portfolio Management activities.
BGE has passported its authorisations under the mechanisms set out in the AIFM
Directive.

Belgium

The Company has not been and will not be registered with the Belgian Financial
Services and Markets Authority (Autoriteit voor Financiéle Diensten en Markten /
Autorité des services et marchés financiers) (the FSMA) as a public foreign
alternative collective investment scheme under Article 259 of the Belgian Law of
19 April 2014 on alternative collective investment institutions and their managers
(the Law of 19 April 2014). The shares in the Company will be marketed in Belgium
to professional investors within the meaning the Law of 19 April 2014 only. Any
offering material relating to the offering has not been, and will not be, approved
by the FSMA pursuant to the Belgian laws and regulations applicable to the public
offering of securities. Accordingly, this offering as well as any documents and
materials relating to the offering may not be advertised, offered or distributed in
any other way, directly or indirectly, to any other person located and/or resident in
Belgium other than to professional investors within the meaning the Law of 19
April 2014 and in circumstances which do not constitute an offer to the public
pursuant to the Law of 19 April 2014. The shares offered by the Company shall not,
whether directly or indirectly, be marketed, offered, sold, transferred or delivered
in Belgium to any individual or legal entity other than to professional investors
within the meaning the Law of 19 April 2014 or than to investors having a
minimum investment of at least EUR 250,000 per investor.

Germany

The Trust has not offered or placed and will not offer or place or sell, directly or
indirectly, units/shares to retail investors or semi-professional investors in
Germany, i.e. investors which do not qualify as professional investors as defined in
sec.1(19) no. 32 German Investment Code (Kapitalanlagegesetzbuch - KAGB) and
has not distributed and will not distribute or cause to be distributed to such retail
or semi-professional investor in Germany, this document or any other offering
material relating to the units/shares of the Trust and that such offers, placements,
sales and distributions have been and will be made in Germany only to
professional investors within the meaning of sec.1(19) no. 32 German Investment
Code (Kapitalanlagegesetzbuch — KAGB).

Luxembourg

Units/shares/interests of the Trust may only be offered or sold in the Grand Duchy
of Luxembourg (Luxembourg) to professional investors within the meaning of
Luxembourg act by the act of 12 July 2013 on alternative investment fund
managers (the AIFM Act). This document does not constitute an offer, an
invitation or a solicitation for any investment or subscription for the
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units/shares/interests of the Trust by retail investors in Luxembourg. Any person
who is in possession of this document is hereby notified that no action has or will
be taken that would allow a direct or indirect offering or placement of the
units/shares/interests of the Trust to retail investors in Luxembourg.

Switzerland

The Trust has not been approved by the Swiss Financial Market Supervisory
Authority (“FINMA") for offering to non-qualified investors pursuant to Art. 120
para. 1 of the Swiss Federal Act on Collective Investment Schemes of 23 June 2006,
as amended (“CISA"). Accordingly, the interests in the Trust may only be offered or
advertised, and this document may only be made available, in Switzerland to
qualified investors within the meaning of CISA. Investors in the Trust do not
benefit from the specific investor protection provided by CISA and the supervision
by the FINMA in connection with the approval for offering.

Singapore

This content has not been registered as a prospectus with the Monetary Authority
of Singapore. Accordingly, this content and any other content or material in
connection with the offer or sale, or invitation for subscription or purchase, of the
Trust may not be circulated or distributed, nor may be offered or sold, or be made
the subject of an invitation for subscription or purchase, whether directly or
indirectly, to persons in Singapore other than (i) to an institutional investor (as
defined in Section 4A of the Securities and Futures Act 2001, as modified or
amended from time to time (SFA)) pursuant to Section 274 of the SFA, (ii) to a
relevant person (as defined in Section 275(2) of the SFA) pursuant to Section 275(1),
or any person pursuant to Section 275(1A), and in accordance with the conditions
specified in Section 275 of the SFA, or (iii) otherwise pursuant to, and in
accordance with the conditions of, any other applicable provision of the SFA.
Where the Trust is subscribed or purchased under Section 275 by a relevant
person which is:

(a) a corporation (which is not an accredited investor (as defined in Section 4A of
the SFA)) the sole business of which is to hold investments and the entire share
capital of which is owned by one or more individuals, each of whom is an
accredited investor; or

(b) a trust (where the trustee is not an accredited investor) whose sole purpose is
to hold investments and each beneficiary of the trust is an individual who is an
accredited investor, securities or securities-based derivatives contracts (each term
as defined in Section 2(1) of the SFA) of that corporation or the beneficiaries’ rights
and interest (howsoever described) in that trust shall not be transferred within six
months after that corporation or that trust has acquired the securities pursuant to
an offer made under Section 275 except:

(1) to an institutional investor or to a relevant person or to any person arising from
an offer referred to in Section 275(1A) or Section 276(4)(c)(ii) of the SFA,

(2) where no consideration is or will be given for the transfer;
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(3) where the transfer is by operation of law; or

(4) pursuant to Section 276(7) of the SFA or Regulation 37A of the Securities and
Futures (Offers of Investments) (Securities and Securities-based Derivatives
Contracts) Regulations 2018.
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