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Where are Europe's hidden growth opportunities? Investment specialist Thomas Hodges, explains 
how companies Lonza, Topicus and Soitec thrive by leveraging market fragmentation, revealing a far 
more interesting investment landscape than headlines suggest. 

 
Investors should consider the investment objectives, risks, charges and expenses carefully before 
investing. This information and other information about the Funds can be found in the prospectus 
and summary prospectus. For a prospectus and summary prospectus, please visit our website at 
bailliegifford.com/usmutualfunds. Please carefully read the Fund’s prospectus and related 
documents before investing. Securities are offered through Baillie Gifford Funds Services LLC, an 
affiliate of Baillie Gifford Overseas Ltd and a member of FINRA. 
 

Thomas Hodges: Europe’s not always thought of as a high-growth region, but Europe offers an 
awful lot of opportunities for growth investors. If you look a bit away from the areas where everyone 
tends to look in Europe, we’ve got companies which can go out and exploit fragmentation, Europe 
is such a fragmented market, so we think Europe is far more interesting than the headlines would 
let you know. But it’s really a market which is best accessed via an active approach.  
 
Lonza: Swiss multinational in pharmaceutical, biotech, and nutrition sectors 
 
Lonza is a contract development and manufacturing organisation. In layman’s terms that’s a drug 
manufacturer. So it partners with biopharmaceutical companies, they are an outsource partner for 
that company which is developing the drug. What generally is expected will happen is that by 2028, 
52 per cent of drugs will be outsourced, and that means that we’re going to see more of these drug 
manufacturing volumes pushed towards the likes of a Lonza. Lonza is one of the largest drug 
manufacturers in general, but particularly for biologics where we’re seeing an awful lot of focus be 
applied. And that means that Lonza can take market share over the long term.  
 
Topicus: Vertical market software and services 
 
Topicus I would say is probably one of the fastest growing companies Europe. What this business is 
doing is consolidating a very fragmented market, and that market is vertical market software. So 
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these are highly specialised pieces of software to the type of industry and business, and also 
geography, that they serve. And the great thing is that there’s thousands of them, they have the 
opportunity to go around and consolidate these businesses. It’s knowing exactly what they want 
from an acquisition and it’s going out and finding them at the right price. And so what that 
translates into is growth upon growth upon growth.  
 
Soitec: International company manufacturing semiconductor substrates 
 
Yes, so Soitec’s a little bit complicated. It manufactures a small, incredibly thin wafer which goes 
onto a semiconductor chip in order to boost its performance. So with more chips, more powerful 
chips, going into phones, there’s more need for Soitec’s wafers. It can improve the range of an 
electric vehicle by about 5 to 10 per cent, and they think that it should be able to reduce the cost of 
a battery by 15 to 20 per cent. The use cases are expanding incredibly significantly. We don’t think 
the market is quite alive to that yet, and so the valuation along with that really big growth case adds 
up to something which could be quite significant, we think.  
 

 
Important information and risk factors 
The Funds are distributed by Baillie Gifford Funds Services LLC. Baillie Gifford Funds Services LLC 
is registered as a broker-dealer with the SEC, a member of FINRA and is an affiliate of Baillie 
Gifford Overseas Limited. All information is sourced from Baillie Gifford & Co and is current unless 
otherwise stated.  
 
As with all mutual funds, the value of an investment in the Funds could decline, so you could lose 
money. International investing involves special risks, which include changes in currency rates, 
foreign taxation and differences in auditing standards and securities regulations, political 
uncertainty and greater volatility. These risks are even greater when investing in emerging markets. 
Security prices in emerging markets can be significantly more volatile than in the more developed 
nations of the world, reflecting the greater uncertainties of investing in less established markets 
and economies. Currency risk includes the risk that the foreign currencies in which a Fund’s 
investments are traded, in which a Fund receives income, or in which a Fund has taken a position, 
will decline in value relative to the U.S. dollar. Hedging against a decline in the value of currency 
does not eliminate fluctuations in the prices of portfolio securities or prevent losses if the prices of 
such securities decline. In addition, hedging a foreign currency can have a negative effect on 
performance if the U.S. dollar declines in value relative to that currency, or if the currency hedging 
is otherwise ineffective. 
 
For more information about these and other risks of an investment in the Funds, see “Principal 
Investment Risks” and “Additional Investment Strategies” in the prospectus. There can be no 
assurance that the Funds will achieve their investment objectives. 
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This communication was produced and approved in October 2024 and has not been updated 
subsequently. It represents views held at the time of recording and may not reflect current thinking.  
This content 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.  
 
Any stock examples, or images, used in this content are not intended to represent 
recommendations to buy or sell, neither is it implied that they will prove profitable in the future. It is 
not known whether they will feature in any future portfolio produced by us. Any individual examples 
will represent only a small part of the overall portfolio and are inserted purely to help illustrate our 
investment style. 
 
As of the date of this communication Baillie Gifford held Lonza, Topicus, and Soitec. A full list of 
holdings is available on request and is subject to change.  


