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US EQUITY STRATEGY – MANAGER 
INSIGHTS 

Ben James gives an update on the positioning and activity of the US Equity portfolio. 

This paper is intended solely for the use of professional investors and should not be relied upon by any other person. 

It is not intended for use by retail clients. 

The value of your investment and any income from it is not guaranteed and may go down as well as up and as a 

result your capital may be at risk. 

This film was produced and approved in May 2020 and has not been updated subsequently. It represents views held 

at the time of recording and may not reflect current thinking. 

Ben James: Baillie Gifford continues to focus on ensuring our people are safe and on looking after our clients and 

their portfolios. Our thoughts are with everyone affected during this time. We’re all well on the US Equity Team, 

and thanks to the firm’s significant investment in technology and connectivity over the years, the day-to-day 

management of the portfolio remains unaffected. 

What we’ve been doing 

It’s during challenging times that sticking to our investment philosophy and process really matters. Our long-term, 

team-based approach, and Baillie Gifford’s supportive culture, protects us from many of the stresses surrounding 

investing during a crisis. 

Given current conditions we’re pursuing three forms of monitoring: 

Firstly, we conducted a detailed examination of the financial resilience of the portfolio’s holdings in March. In 

aggregate it scores well: the portfolio has a net cash position against a market debt to equity ratio of 57 per cent. 

However, companies must first survive before they can prosper so we’ve re-examined the financial stability and 

balance sheet strength of all holdings and analysed their ability to adapt their cost bases, as well as considering the 

strength of their suppliers and customers. The outcome of this initial review is that we’re confident the portfolio is 

well-positioned to weather ongoing uncertainty. We’ve not taken any immediate action as a result of this work, but it 

forms a baseline for monitoring.  

Our second avenue of exploration is a review of our ‘Forward-Looking Hypothesis’ for holdings where we think the 

arguments might have shifted recently.  

Finally, we are working on new opportunities. When this crisis passes, the world we return to may not be the one that 

we left. 

Portfolio Positioning 

We believe we’re invested on the right side of creative disruption driven by technological progress. The future of 

commerce powered by the internet, transformation of healthcare treatments and the battle for our leisure time attention 

are key themes. The current situation may well increase the pace of disruption. Technologies and companies that reduce 
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friction, allow us to continue consuming and businesses to function, will be more highly prized. While it’s still early 

to draw strong conclusions about long-term changes caused by the pandemic, we’ve started to look for opportunities 

that have arisen due to extreme volatility. And we’re establishing a framework for analysing areas of potential further 

disruption to traditional behaviours that are now unwinding. 

Foremost in our minds is enterprise software. We feel that this crisis will accelerate the shift towards cloud computing 

and that the digitisation of businesses will drive growth for many years. There are several companies with strong 

competitive positions. In the first instance we’ve taken a holding in Workday, the cloud-based enterprise resource 

planning software provider.  

 

To fund the purchase of Workday, we have sold Danaher spin-off, Fortive (an industrial conglomerate), and education 

company, 2U. Muted organic growth and questions over competitive advantage were key issues for both these 

companies.  

Performance  

Now more than ever we urge clients not to place much emphasis on our performance over short periods. Our focus is 

on the next five years and beyond, but we understand the desire for current information. The fund has held up well 

over this very short period year to date. Exposure towards technology and the new economy, and away from industrial 

cyclicals has helped. 

In previous crises, great structural growth companies have often deepened their advantages within a downturn and 

accelerated out of it. Demand for online services has exploded as large parts of the world have gone into lockdown. 

The large online platforms are demonstrating their resilience and are increasingly viewed as vital utilities. A number 

of the companies in the portfolio have fared well, either because they directly contribute to immediate healthcare needs 

or research into a cure (such as Moderna and Amazon), or because they enable us to stay connected, entertained or 

continue to consume in a world in lockdown (for example Zoom Video Communications and Netflix).  

In contrast, holdings such as Wayfair, the online home furnishings company and Stitch Fix, the online personal styling 

service, were hit hard during the selloff in March. The market assumed that any company exposed to discretionary 

consumer spending would be impacted by a dramatic reduction in demand and disruption of supply chains. However, 

in the short term, for Wayfair at least, social distancing restrictions may actually increase demand for purchasing 

furniture online and potentially change consumer behaviour in the long run.  

Outlook 

Now more than ever, we believe our calm and patient long-term approach is the best way to ensure the portfolio 

emerges from this crisis at least as robust as it entered it. We think that many of the companies in the portfolio have 

important roles to play during and after the pandemic, and it’s well positioned for long-term growth 

We encourage you to read our paper on how the pandemic may change things on our website when you get a chance. 

We would like to thank investors for your continued support and we hope that you and your families remain healthy.  

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

 
2016 2017 2018 2019 2020 

US Equity Composite  7.0 35.5 22.7 22.4 7.0 

S&P 500 5.1 34.7 1.6 17.9 -2.2 

Source: Baillie Gifford & Co and relevant underlying index provider(s) 

Changes in the investment strategies, contributions or withdrawals may materially alter the performance and results of the portfolio. 
 

Past performance is not a guide to future returns. 
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The views expressed are those of the speakers and should not be considered as advice or a 

recommendation to buy, sell or hold a particular investment. They reflect personal opinion and should not 

be taken as statements of fact nor should any reliance be placed on them when making investment 

decisions.  

 

This film contains information on investments which does not constitute independent research. 

Accordingly, it is not subject to the protections afforded to independent research and Baillie Gifford and 

its staff may have dealt in the investments concerned.  

 
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. 

 

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 licence 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 

Room 3009-3010, One International Finance Centre, 1 Harbour View 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. 

 

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 

This material is provided on the basis that you are a wholesale client as defined within s761G of the 

Corporations Act 2001 (Cth). Baillie Gifford Overseas Limited (ARBN 118 567 178) is registered as a 

foreign company under the Corporations Act 2001 (Cth). It is exempt from the requirement to hold an 

Australian Financial Services License under the Corporations Act 2001 (Cth) in respect of these financial 

services provided to Australian wholesale clients. Baillie Gifford Overseas Limited is authorised and 

regulated by the Financial Conduct Authority under UK laws which differ from those applicable in 

Australia. 

 

South Africa 

Baillie Gifford Overseas Limited is registered as a Foreign Financial Services Provider with the 

Financial Sector Conduct Authority in South Africa.  
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Canada 

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.  

 

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 and is 

authorised by the Central Bank of Ireland. Through its MiFID passport, 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. Baillie Gifford 

Investment Management (Europe) Limited is a wholly owned subsidiary of Baillie Gifford Overseas 

Limited, which is wholly owned by Baillie Gifford & Co. 

 

Oman  

Baillie Gifford Overseas Limited (“BGO”) neither has a registered business presence nor a 

representative office in Oman and does not undertake banking business or provide financial services in 

Oman. Consequently, BGO is not regulated by either the Central Bank of Oman or Oman’s Capital 

Market Authority. No authorization, licence or approval has been received from the Capital Market 

Authority of Oman or any other regulatory authority in Oman, to provide such advice or service within 

Oman.  BGO does not solicit business in Oman and does not market, offer, sell or distribute any financial 

or investment products or services in Oman and no subscription to any securities, products or financial 

services may or will be consummated within Oman.  The recipient of this document represents that it is a 

financial institution or a sophisticated investor (as described in Article 139 of the Executive Regulations 

of the Capital Market Law) and that its officers/employees have such experience in business and financial 

matters that they are capable of evaluating the merits and risks of investments. 

 

Qatar 

This strategy is only being offered to a limited number of investors who are willing and able to conduct an 

independent investigation of the risks involved. This does not constitute an offer to the public and is for the 

use only of the named addressee and should not be given or shown to any other person (other than 

employees, agents, or consultants in connection with the addressee’s consideration thereof). Baillie 

Gifford Overseas Limited has not been and will not be registered with Qatar Central Bank or under any 

laws of the State of Qatar. No transactions will be concluded in your jurisdiction and any inquiries 

regarding the strategy should be made to Baillie Gifford. 

 

 

 

 


