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POSITIVE CHANGE Q1
INVESTMENT UPDATE

Investment Specialist Diana Philip and Senior Impact Analyst Apricot Wilson give an update on the
Positive Change Strategy covering Q1 2023.

As with any investment, capital is at risk. Past performance is not a guide to future returns.

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

Diana Philip (DP): Hello, everybody, and welcome to the Positive Change Update. I'm Diana
Philip, I'm an Investment Specialist on Positive Change, and I’'m joined by Apricot Wilson, one of
our Senior Impact Analysts.

As a reminder, Positive Change has a dual objective. We invest for impact, and we invest in
global equities. As part of our dual objectives, we are looking to generate attractive long-term
financial returns, but equally as important, to contribute towards a more sustainable and
inclusive world.

Impact and investment, research and analysis, are therefore equally as important parts of our
investment process and our investment philosophy. The team, therefore, comprises both
investment and impact experts, and we recently welcomed Apricot to the firm, to help support
our efforts in the impact space in particular.

Perhaps, therefore, the best place to start, Apricot, is to hear a little bit more about what
brought you to Baillie Gifford, what you were doing before, and what you hope to achieve here.

Apricot Wilson (AW): Yes, absolutely. So, funnily enough, | started my career just down the road
from here, at Aberdeen Asset Management. When | was completing the Graduate Programme, |
became very interested in impact investing, and the power of capital to bring about change.

And this led me to join a Luxembourg-based investment vehicle, the Luxembourg Microfinance
and Development Fund, which looks at investing in smaller, what we call Tier Two and Tier
Three microfinance institutions, in frontier-market economies.

We often found the lower down the Human Development Index, the harder it was for such
institutions to access capital, and we tried to focus on these areas. Now, these institutions have
a huge impact on people’s everyday life in these economies, but it’s very difficult to scale this
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impact.

When you consider that one in ten people in the world today still live on less than $1.90, and
can’t meet their most basic needs, | think we need some scalable solutions. And this is what’s
led me to Baillie Gifford. The Positive Change Team looks at four impact themes, including base-
of-the-pyramid investments, and has worked with the Bank Rakyat and with Safaricom for many
years.

DP: Apricot, sorry to interrupt you. Maybe just explain what base of the pyramid means, for
some listeners who may not have heard that term before.

AW: Yes. So, base of the pyramid refers to people who are living in extreme poverty. There are
various definitions of this, but | think the World Bank is currently using $1.90 as an income
threshold. So, these people will predominantly be based in lower-income economies.

Of course, at this income threshold, it’s very difficult for you to meet your basic needs, such as
sufficient food and nutrition and housing needs. And these groups have been particularly
difficult to access through conventional financing, given their very limited resources.

So, | find it a particularly interesting area to work in. What's also interesting about this area, is
that there’s a lot of intersectionality between working on poverty alleviation and between other
themes.

For instance, climate change, of course, impacts those living at the base of the pyramid quite
profoundly, as do inequalities and whatever you can do to promote education in emerging
economies.

And I'm particularly interested in this, because everyone at Baillie Gifford, on the Positive
Change side of things, is a generalist, and | think working as a generalist also enables you to take
diverse approaches to these very complex development themes.

I’'m also very interested in the fact that Baillie Gifford is a long-term investor, because of course,
change doesn’t happen overnight in development. And being able to stay with and work with a
company for some time, really enables you to enhance your Impact impact.

DP: Thank you. This might be a tricky question to answer because, being a generalist, I’'m sure
that you have an incredibly varied role, and no day is the same, but are you able to describe in
any way what a typical day or week looks like for an Impact Analyst at Baillie Gifford?

AW: Indeed, you’re absolutely right there. Some Fridays, you might find yourself having to do a
video, but generally my days are spent mainly on idea-generation and research.

So, as | mentioned previously, I'm transitioning from being a specialist in microfinance to being a
generalist. What’s interesting about this, is that I’'m having the chance to look at other themes.
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So, I've spent quite a while upskilling and doing research on fast-moving consumer goods, and
also on the climate transition.

What does research actually entail? There’s a lot of desk-based research we do, but what's
really exciting about being here is the access we have to experts, whether these be Company
Management Teams, whether these be external experts who can help us to grapple with some
really tricky questions that we come up with when we’re doing investment research. But also,
the expertise we have sitting on the investment floor.

| never expected to be sitting within 5m of a doctor and a civil engineer when | joined, so that’s
a pretty interesting aspect of research. The other thing to note is that people aren’t afraid to,
and | apologise for this phrase, essentially go and get their hands dirty and see how things work
on the ground.

One of my colleagues was recently at a heating, ventilation, and air-conditioning fair in Atlanta,
speaking to practitioners who are actually installing air-conditioning, to learn more about the
industry, and | find that’s a really fascinating element of the research we do.

DP: And are there any areas of research that you’ve conducted, so far, that have been particular
highlights that you might want to share with us?

AW: Yes, absolutely. | think I've been working quite a lot on India, and | was lucky enough to go
and visit India and attend a conference there. Now, it’s all very well reading about India in a
textbook. You’ll find it’s got a population of 1.4 billion, and has managed to move 415 million
people out of extreme poverty in the past 15 years.

But understanding what this growth entails, how it can continue to have this growth trajectory,
but sustainably, can only really be appreciated when you spend some time on the ground in
India.

So, interestingly, the conference that | was attending was normally being hosted in Delhi, but
has been moved to Mumbai because of the air quality in Delhi these days.

70 per cent of the 50 most polluted cities in the world are now in India, and there are some that
say that the climate degradation in India is leading to 5 per cent lower growth in the country.
So, clearly, the sustainability and the growth trajectory are quite a challenge to balance at the
moment, and I’m interested in what more can be done about this.

What also really interested me during my trip to India was the interplay between the formal and
the informal economy there. You may be staying in a relatively smart hotel, but the chances are
that the linen is all washed down the road, at Dhobi Ghat, which is essentially a slum with very
poor working conditions. The same goes for all the plastic recycling, which is mainly done in the
Dharavi slum in Mumbai.
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On a more positive note, you’ll notice that a lot of the goods produced by the fast-moving
consumer goods companies are sold by Kiranas, which are essentially mom-and-pop stores in
India. And so, there’s now a lot of impetus for the fast-moving consumer goods companies to
see what they can do to support these Kiranas, these corner shops, in terms of digitalisation and
in terms of store infrastructure. | think that’s a really exciting area, and you only begin to get a
feel for this when you’re spending time on the ground in India.

DP: So it sounds, then, there’s a lot of potential there to identify companies that would fall into
that base-of-the-pyramid theme that you highlighted earlier. Has the trip led to any concrete
investment ideas, or is it still work-in-progress at this stage?

AW: Yes, | think one of the ideas that I’'m looking at, isn’t so much poverty alleviation, but
poverty prevention. When you consider the structure of the Indian households today, there’d
be 50 million households that fit into this bottom-of-the-pyramid category, there’d be 200
million households who are considered to be middle-income, and 50 million who are considered
to be affluent.

Although everyone’s very interested in these 200 million middle-income consumers, what’s a bit
of a concern here is, actually, these households are immensely vulnerable to falling back below
the poverty threshold.

Consider what may happen in the case of illness or injury or accidents or natural disasters.
There’s some interesting data from China, which says that 42 per cent of poverty is caused by
healthcare poverty in China today, and 20 per cent is caused by natural disasters.

Unfortunately, | couldn’t find an analogous statistic for India, but bear in mind that the Indian
government only spends the equivalent of 1 per cent of GDP on healthcare, and the fact that it’s
estimated that at least 55 million households go into healthcare-induced poverty. At least 55
million people, rather, go into healthcare-induced poverty each year in India.

It gives you an idea of the magnitude of the problem. And | think what'’s interesting is that
insurance helps to share this burden. There’s also a huge variety of insurance companies you
can look at in India.

You can look at the life insurers. You can look at the general insurers. You can look at the
specialist insurers. And you can look at the platforms, which are doing a lot to improve access
and knowledge of insurance within the country. So, I’'m currently doing more research on this
area, together with one of my colleagues on the investment side, who's been similarly inspired
to look at this area.

DP: It’ll be interesting to hear developments from that, Apricot. Are there any other areas that
the team are working on at the moment, that you’d like to highlight?
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AW: Yes, there’s such a lot going on with the team, always. | suppose a few things I'd like to
highlight from my side. Of course, I'm very interested in the theme of the emerging markets.
There are often ESG challenges in these markets, as I'd highlighted earlier, but they’re probably
also the places where you have the most potential to address development challenges.

With this in mind, I'm planning a trip to Indonesia later on in the year, and I'm very interested in
the impact of digital platforms on poverty alleviation and formalisation of small enterprises
there.

But there’re also, of course, challenges related to these digital platforms, particularly related to
the quality of jobs they provide, and related to supply-induced consumption. I'm interested in
what the balance between the risks and the benefits of these platforms are, so this should be a
very exciting trip.

Another thing is, it’s impossible to survive an Edinburgh winter without starting to think of the
conditions of our buildings, so I've been doing quite a bit of work on this area.

| mentioned my colleague had been to an HVAC fair recently. If I'm really lucky, I'm going to be
going to a cladding and insulation fair in Milton Keynes later in the year.

DP: Goodness me, watch this space. | think that’s probably a good place to end this. Thank you,
Apricot. It's really interesting to see that you have hit the ground running, and it’ll be fascinating
to see the developments that come from your work here, and particularly how this may
influence the base-of-the-pyramid theme within the portfolio.

It sounds like the team, in general, have a really rich and exciting research pipeline ahead of
them, and we really look forward to sharing updates with you in the coming months.

Annual Past Performance to 31 March Each Year (Net %)

2019 2020 2021 [2022 ]2023
Positive Change Composite 2.7 8.4 107.5 [ -5.6 -12.2
MSCI ACWI ex US 3.2 -10.8 55.3 7.7 -7.0

Annualised returns to 31 March 2023 (Net %)

1 Year 5 Years Since Inception* p.a
Positive Change Composite -12.2 13.9 19.7
MSCI ACWI ex US -7.0 7.5 9.2

*Inception date: 3 January, 2017
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Source: Baillie Gifford & Co and underlying index provider. USD. Net of fees 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.

Source: MSCI. 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.

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.
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 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
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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 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
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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 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.

‘ BAILLIE GIFFORD
0423 Positive Change Q1 update

Copyright © Baillie Gifford & Co 2023. Authorised and regulated by the Financial Conduct Authority. 40637 10020297



