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Your capital is at risk. Past performance is not a guide to future returns. The following update is 
based on a representative portfolio. As such, stock examples may not be held in every client 
portfolio, and performance may differ. 

 

Toby Ross: In the early waves of the rollout of a new technology, there's often a huge focus on 

building more capacity. And we've certainly seen a lot of that in the last few months with ever larger 

announcements of new infrastructure being built for AI.  

 

These make for good headlines, but often the real progress, and we believe the durable returns in 

markets, emerge in a second stage from less celebrated players who help to change how people 

work and ensure technologies are widely applied.  
 

The durable fortunes made during the rollout of the internet weren't made from equipment makers 

who suffered most when the dot-com bubble burst, but in the companies who helped apply digital 

advances to every walk of life. These are what we think of as the unexpected engines of progress. 

 

Now, this quarter, the sustainable growth strategy delivered positive returns but lagged an index 

that continues to be highly concentrated. The main reasons for this were our deliberate reduced 

exposure to certain prominent AI players and some temporary stock-specific setbacks.  
 

So I want to provide some more context about where our investments in technology are focused 

today, some new names that we've added this quarter, and what those setbacks have been.  

 

Only a handful of AI names have captured the market's attention, driving some unusually 

concentrated gains. At the same time, we think the risk is growing that we're overbuilding the 

infrastructure needed to support the deployment of AI. 

 
Now, there are a couple of dynamics at play here. Large language models continue to get more 

efficient, inference is much less compute-intensive than training, and companies like Microsoft are 

working out how they can use their compute infrastructure more efficiently.  

 

On the other side, the economic models through which companies pay for using AI are still being 

figured out. That combination of uncertain demand on the one hand and rapid growth in the 

installed base of infrastructure raises the risk that today's build-out doesn't translate into the 

durable returns that markets are currently pricing in. So, how do we respond to that as managers? 
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Well, we remain forward-looking and cautious when share prices appear detached from underlying 

progress. But there are areas where we see real opportunities. So we've positioned the portfolio to 

benefit in the long term with exposure to three distinct groups of companies.  

 

So firstly, at the semiconductor level, we hold TSMC. They've got a virtual monopoly in leading-

edge semiconductor manufacturing. But importantly, they work with every major player in the 
industry.   

 

We have not invested in companies [that] are specifically focused on leading-edge GPUs, where we 

think the supply-demand dynamics face the greatest potential disruption.  

 

Secondly, we have larger holdings in a couple of businesses with flexible infrastructure that can 

adapt to different market environments. So, Microsoft and Alphabet are cases in point.  

 
Microsoft is deeply embedded across enterprise workflows. They generate very strong cash flows 

and they can allocate capital in a disciplined way and pivot their strategy if the environment 

evolves. So, they're adaptable, resilient players with really strong economics. 

 

Thirdly, we believe the really significant growth will come from companies that help customers 

apply AI in the real world. So, for example, Cadence and Synopsys, companies providing software 

that's essential to designing every new generation of chip. And they're helping [us] use AI to 

automate more of the steps in this process. That adds enormous value to designers and chip design 
companies.  

 

Shopify and Intuit are using AI to improve day-to-day tasks for lots of small businesses, while 

reducing administrative burdens for entrepreneurs. In each case, the use of AI is helping them to 

reach more customers and add more value to them. And during the quarter, we added to both Intuit 

and Synopsys.  

 

So, put simply, we maintain meaningful absolute exposure to technology and to the changes that AI 
will bring. But we focus that exposure where we see the highest probability of enduring growth, 

including through any period of industry overbuild.  

 

This quarter, we also took advantage of recent share price weakness to buy two healthcare 

companies that we've monitored closely for some time. One you've heard of, one you haven't. So 

Novo Nordisk is the undisputed leader in weight loss medications. They've got an exceptional 

pipeline. 
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But the market's taken quite a short-term view of some recent commercial issues they have. We 

think they'll get back on track and we're very excited to have it in the portfolio.  

 

Shenzhen New Industries Bioengineering, or Snibe, is a founder-run Chinese diagnostics business 

that is growing tremendously fast in many overseas markets and we think [it] can build a really 

interesting global diagnostics franchise.  
 

Now, I said at the start that this quarter's underperformance reflected some stock-specific factors. 

Detractors included The Trade Desk, where some of the big consumer-facing advertise pulled back 

their spending, partly because they were worried about tariffs and the impact on the consumer, and 

DSV, where we saw some softness in road freight.  

 

In both cases, we view these as very much temporary. And our conviction in DSV in particular 

remains very strong. They're just getting stuck into integrating the largest acquisition they've ever 
done, DB Schenker. We see massive gains for market share growth and cost savings as they 

integrate that. 

 

So, in summary, markets are expensive, leadership is narrow, and sentiment is fragile. Our job is not 

to predict the next headline. It's to own the businesses that can turn innovation into durable growth. 

And that's why I've talked a lot today about adaptable companies that can flex as the landscape 

evolves.  

 
We recognise that performance has fallen short of our expectations. But looking ahead, we're 

confident the portfolio is well-positioned to capture the next generation of growth opportunities and 

deliver the long-term results that our clients expect. 
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Sustainable Growth      
Annual past performance to September each year (%)   
  2021 2022 2023 2024 2025 

Sustainable Growth Composite (gross) N/A N/A N/A 30.6 3.8 

Sustainable Growth Composite (net) N/A N/A N/A 29.9 3.3 

MSCI ACWI Index N/A N/A N/A 32.3 17.8 

      
Annualised returns to 30 September 2025 (%)    

  1 year 5 years 10 years 
Since 

inception*  
Sustainable Growth Composite (gross) 3.8 N/A N/A 14.7  
Sustainable Growth Composite (net) 3.3 N/A N/A 14.1  
MSCI ACWI Index 17.8 N/A N/A 21.9  
*31 December 2022. 

     
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 Oct 2025 and has not been updated 
subsequently. It represents views held at the time of writing and may not reflect current thinking. 
 
Potential for Profit and Loss  
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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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 
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 柏基亞洲(香港)有限公司 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 柏基亞洲(香港)有限公

司 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. 
 



 
 
Calton Square, 1 Greenside Row, Edinburgh EH1 3AN 
Telephone +44 (0)131 275 2000 / bailliegifford.com 

 
  

Copyright © Baillie Gifford & Co 2025. 
 

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. 
 
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. 
 
 
 
 
 


