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Investment manager Linda Lin and investment specialist Qian Zhang give an update on the China
Strategy covering Q3 2024.

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

Qian Zhang (QZ): Hello everyone, and welcome in joining us for the quarterly update for the China

strategy. My name is Qian Zhang. I'm one of the investment specialists for the strategy. Today, I'm
joined by Linda Lin, who is head of our China investment team, also one of the decision makers for
the China strategy.

Linda and | just came back from Gleneagles last week, where Baillie Gifford held its client
conference. This year, we had globally more than 100 clients joining us for two fantastic days. The
China breakout session received particular interest, where we discussed a number of big picture
questions.

In July, China also held its third plenum, which is perhaps one of the most important meetings for
long-term economic policy. Recently, the Beijing government also announced a new series of
stimulus measures to support the property market and also the stock market. So, a quite an
eventful quarter.

We thought for this quarterly video update, we should first provide a number of updates on our big
picture thinking on China before we dive into the recent changes and performance of the portfolio.
So, Linda, first of all, can you give us a summary of what has been discussed at the Gleneagles
Conference?

Linda Lin (LL): Sure. Thanks, Qian. | think the central debate in our session is still the risk and
rewards to invest in China from a global perspective. Because the three major risks are still on the
table. The geopolitical risk is likely to continue. | think our global investors also have some concern
about the local policies. Certainly, the economy remained weak in the last few quarters. So, | think
that's how we are talking about the risk. But | think | got a general feeling that our global clients
understood those three risks much better, which | think are mostly priced into this asset class,
which is still trading at a 20-year low multiple [price to earnings ratio].
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QZ: Can you elaborate a little bit more, why do you feel the risks are perhaps better understood?

LL: Yes, sure. | take domestic policies as an example, because as we know, the internet campaign
has peaked in 2021, and we think now it's back to normal. Because | think during the last few
months as we've been actively talking to the founders of those companies, they're all thinking
about how the policy has shifted to a more supportive side. Because the policymakers are
recognizing how important those technologies are to a meaningful Chinese job market and also the
technology innovative system.

QZ: | see. Back to the third plenum, many people were quite disappointed at the beginning because
they didn't give any more clues on how to tackle the property downturn. But more recently, there
were also new measures announced to support the property market and the stock market. Market
reaction at the beginning was very positive. How do you think about this? Does it have longer
impact?

LL: Yeah, | read the two stories separately. So, the third plenum, that's a very important meeting, as
you said, to set up the long-term goal of China. And the long-term goal is very clear. The
government wants China to be a tech superpower by 2035. And the high-tech sector is going to
drive the future growth of China. That's the high-quality growth that the Chinese government
means. That's clear.

And the other side of the story is a lot of stimulus policies have been published in the last few days.

The good thing is the central government is very clear China is back on growth. They have several
big monetary policies to boost the economy. But I'm still concerned a bit on the demand side. I'm
still waiting for the fiscal policy coming out from that. The most important thing is confidence for
private sectors. That is the growth engine of China. We need to see them increasing their R&D,
increasing their spending, which means they will provide more jobs to the society and the
consumers have more confidence of the future. And when the property price is stable, they will
spend more than today. And that's the most important thing.

LL: Let's elaborate a little bit more on the consumption side because it's often asked. The common
perception is that Chinese consumers are saving more than spending. Is there a catalyst? How does
that consumption story impact your stock picking?

QZ: 1 think | see China’s consumer markets in two ways. Firstly, size matters. I'm talking about the
second-largest consumer market globally. Taking cosmetics as an example, China consumes 27%b
of the global market. So, during this slower growth period of time, there are still many local brands
aggressively taking market share from the international ones. For example, Proya, our holding,
they're growing significantly in the last few years, when people are talking about consumer
sentiment being low. But they are not thinking about aggregate size. They're thinking about
creating a new local brand in China, and that matters.
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And secondly, the structural trends of a very big consumption shift. So that means, you know, for
example, value for good. | think we own a decent size of our portfolio in companies like PDD.
Because when consumers get cautious about spending, actually, the value-for-money type of
goods are actually getting more popular. So PDD is definitely well set to benefit from that trend.
Again, size matters and also the structural trends going-on will excite the stock pickers for growth
companies like us.

QZ: | see. That's very clear. The other thing happening in the quarter is that global market had quite
a turmoil period. A lot of the Al and semiconductor stocks were impacted. We do have a few
holdings in that area as well. How does it impact portfolio performance, etc.?

LL: I think the portfolio performance has been recovering quite meaningfully during this quarter. For
our Al and semi play, | personally think this is a long-term trend because China has to be self-
sufficient in this technology system. So that means the policy from the top will continuously go to
the local leaders, because they are going to displace their international competitors.

So, in our portfolio, we have the leading analog designers like SG Micro and Silergy. And in the new
stock- searching perspective, there are two focuses. We are looking at the new hardware
opportunities, for example, machines, for example, the foundry, and also we're looking for the
opportunity in the domestic Al app perspective. | think we own quite decent exposure in leading
companies like Tencent, like Alibaba, but we're still excited to see some new opportunity coming.
For example, Horizon Robotics, which is the largest competitor to NVIDIA in the Al autonomous
driving perspective. So those companies are going to become the new opportunity for us in the
next few years.

QZ: That sounds quite exciting. In the last quarterly video, Sophie, your co-portfolio manager,
mentioned one of the team's research focuses was on Chinese companies with global
competitiveness. | know you spent the entire summer back in China meeting a lot of companies
with our Shanghai colleagues. Any new interesting findings through those meetings?

LL: I think the most interesting part is when | was sitting in Edinburgh reading the western media,
which was always talking about how serious the de-coupling between US and China and the de-
globalisation. But what we see locally is not the case. Many companies we met in the past few
months, they are actually doubling down their overseas spending.

So, for example, Tencent is excited with their gaming opportunity outside of China, CATL, their
founder actually emphasized how important it is to encourage their employees to go to their
offshore factories. And BYD, actually their new products are not only going to be for China, but
they are actually becoming number one leading players in Southeast Asia or global south. And this
type of opportunities really sets contrast to the financial news here. Chinese companies are going
global.

QZ: Yes, that's quite exciting as well. Any thoughts you want to leave with our audience from an
outlook perspective for the asset class itself?
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LL: Yes, | think now is a very interesting and important time for investors or for our clients to be
thinking about China. Three most important things on the table today: firstly, China is back to
growth. There is going to be more supportive policies to support this growth. Secondly, this asset
class is trading at a 20-year low multiple, while the earnings in Chinese companies are actually the
highest among the global investment universe. Thirdly, we're going to experience an increasing
shareholder return period with more buying back from the companies and also dividends. So, this is
a special period of time for our clients to rethink China.

QZ: Quite optimistic perhaps from a starting point perspective, especially when you mention
valuations. Thank you very much. That's a very good note to end. Thank you for joining us and see
you next quarter. Thank you.
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China
Annual past performance to 30 September each year (net%)

2020 2021 2022 2023 2024
China Composite 51.9 2.5 -38.4 -41 14.9
MSCI China All Shares* 32.4 1.4 -31.6 0.6 20.6

Annualised returns to 30 September 2024 (net%)

1year 5 years 10 years
China Composite 14.9 11 52
MSCI China All Shares* 20.6 2.2 4.3

*(MSCI All China prior to 27/11/19, MSCI Golden Dragon Prior to 02/05/19)
Source: Revolution, MSCI. 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: 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 2024 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.

All information is sourced from Baillie Gifford & Co and is current unless otherwise stated.
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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 faE 52 ;N (F #)HFBR 2 7] 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(EE)AE 22T 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. 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.
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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.
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