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Investment manager Spencer Adair and investment specialist Philip Rae give an update on the 
Global Alpha Strategy covering Q2 2024. 

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

Philip Rae (PR): Hello and welcome everyone. Thank you very much for joining us for this short 
video update on your Global Alpha strategy. My name is Philip Rae. I'm an investment specialist on 
the Global Alpha team and I'm delighted to be joined today by Spencer Adair. Spencer is one of the 
three named investment managers on your Global Alpha portfolio, and we're going to be discussing 
everything from the market environment to recent performance, also covering on the portfolio 
positioning and touching on recent transactions. Then we'll leave it with Spencer's outlook for your 
Global Alpha portfolio, as we look ahead to the remainder of the year and beyond.  

Spencer, thank you for joining me. We have quite a lot to get through today, Spencer. So, if you 
wouldn't mind, maybe we can, before we dive in, start with what Global Alpha is about? What's the 
essence of the strategy? And how are we seeking to allocate capital in this portfolio? 

Spencer Adair (SA): Absolutely. Pleasure to be here. So Global Alpha is all about capital growth 
over the long term. That capital growth will be delivered by the fundamental progress of our 
companies. So, we're looking to identify companies that are growing above average rates for above 
average time periods, and that compounding will really drive returns for our clients.  

In terms of allocating capital, we start with a blank sheet of paper. We are 100 per cent bottom-up. 
We look at the best or optimal balance between risk adjustment and reward, that’s what we're trying 
to do. And if I compare that to the index, the index only looks at the size of the company, the 
current size of the company, and therefore prices in known future growth. We're looking for 
underappreciated growth in our approach. So, the market is appreciated growth, we're 
underappreciated growth. So, we're very happy to be different from the benchmark.  

We think the secret of outperformance, of alpha, is three things. So, A equals B plus C plus D is the 
simple formula. A is alpha. The B is bottleneck. So where can we find a bottleneck, a supply-side 
constraint that sets up profitable future growth today?  The C is change or progress. Where are we 
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finding progress, adaptation, something new that's coming along that creates a new profit pool? 
And then the D is duration. So that change and that bottleneck and on supply-side, do they exist for 
a long enough period of time to allow compounding to take effect? So that's what we're trying to do 
with Global Alpha. 

PR: Thank you. So, in terms of duration, we've been in a long period where the US has dominated 
global equity markets. Technology has come back after a difficult 2022. And a lot of it's been 
centred around artificial intelligence, there’s a lot of excitement around this theme today. Can you 
maybe just talk about that, particularly in relation to how it's driven index concentration and how 
you think about that market backdrop? 

SA: So, I try not to think too much about the market, but my observation would be that the drivers 
of returns recently, that formula that I outlined, it's looked more like outperformance equals the 
Magnificent Seven initially, and then more recently outperformance equals the Magnificent One 
with NVIDIA and AI. So, the market has become really narrow. On some measures, this is the 
narrowest market leadership for four or five decades. So, for a very long period of time – we're 
having to go back to the Nifty-Fifty and that era. That doesn't help us. That's a headwind. We revel 
in, we enjoy the breadth of growth opportunities. We're looking for change and growth from a whole 
range of different industries. I think over 30 industries are represented in the portfolio today. And 
we love that. So, despite the fact that things have become very narrow, we've actually done okay. 
We've kept up. And I think that's a better result than I might've imagined, given how narrow things 
are.   

What excites me is that whenever markets inevitably broaden out again, then we're very, very well 
positioned. So, we haven't lost too much ground on that concentration, and then we're excited and 
set to do better as things broaden out. 

PR: I guess in terms of maintaining that broad approach, one of the things I know you and the team 
have done is looked at what was the scout network. They've been rebranded as trusted advisors. 
Maybe you could just explain to clients the rationale behind that and what it means for their 
portfolio.   

SA: Look, we're always trying to change and improve the process. We're always sitting back, 
reflecting, tweaking. So, we never sit still with our process. The philosophy is unchanged, the 
process changes all the time. The trusted advisor network hasn't changed though since 2005. So, 
this is the first big change in 19 years and we've done that in order to deliberately widen the type of 
inputs we're getting into the process.  

So, if I go back 19 years, a lot of the research, a lot of the intelligence that Baillie Gifford was 
gathering sat in all of our regional teams. And that's what our scouting network tapped into. And 
then over the last period, there's a series of other really exciting teams have come through, 
generated strong returns, generated lots of great ideas. And our links to those newer teams were 
more informal. And so, this is simply formalising what was already there. We've added four new 
advisors into the group.  
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One comes from our Income Growth team. So, this is very high-quality companies, high return on 
capital, paying dividends. They are primarily playing into the duration aspect of what we're trying to 
look for, long duration companies. And Novo Nordisk, which is one of the newer names in the 
portfolio from earlier this year, came from that trusted advisor, so we're seeing that impact.   

We also have a new US scout to sit alongside our existing one, Mike Taylor, and he is deliberately 
looking for ideas from a broader growth perspective. He is very good at looking for the bottlenecks, 
the B part of the process, and looking for supply-side constraints. And then two new scouts, two 
new trusted advisors from teams which are much higher growth. So, they're really looking at that 
change function and the growth function. And so, we're bolstering all the different parts of our 
portfolio.   

At the same time as doing that, we can't have our meetings becoming larger and larger, and less 
and less energy. So, we're actually halving the number of scouts, trusted advisors, per meeting, but 
having more frequent meetings. So that means that every meeting's smaller, more energy, more 
debate, more challenge, and that's great. That feels really good for the process, for getting things 
coming through. 

PR: We're deliberately diversified in our approach. We've got a scouting network structure that's 
bringing new ideas into the portfolio, and we've got a really rich pipeline of growth ideas coming 
through. I'm wondering if you could just talk us through some of those areas of interest, and some 
of those growth opportunities more specifically.  

SA: Yes. So, there's lots here and it is really diverse. And if I look at the new names we're putting 
into the portfolio, the growth drivers are fantastically diverse. We've got everything in there from 
Japanese internet and mobile, to the electrical poles that are used to support the grid. One of my 
favourites that we bought more recently is a company called Comfort Systems that is sitting on this 
core bottleneck of trained engineers, either electricians, electrical engineers or air conditioning 
engineers. And their business is booming as all the data centres get built and all the reshoring back 
to America is happening. So, their order book has gone from maybe $1.5bn a few years ago up to 
$6bn today. They're sold out now until 2026. You cannot get the skilled engineers in order to build 
these plants. And we're sitting on it. We're sitting with a company that controls, I think, 17,000 of 
these engineers. So, a critical resource, a critical bottleneck we've identified where growth is 
coming through.  

So, we are really excited about the breadth of growth we see out there. We think the market 
leadership has been quite narrow, and we expect that to broaden just as the fundamentals come 
through.  

So that's US infrastructure. We’re also excited about the US technology companies globally that 
have built up scale continuing to prove their profitability. And that might be Spotify or Block or 
Coupang. And that's in Europe, US and South Korea. So, it's really a global phenomenon. And it’s 
companies that have built up user scale, but haven't fully turned on the revenue and the profit 
potential. And that's coming through. By and large, it's surprising the market. So as this profit 
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comes through, the share prices are doing very well. And then finally, one of our weaker areas has 
been healthcare. And yet we are more excited than ever. I look at the fundamental progress our 
companies are making. In the last couple of months, we've had big, important test points from both 
Alnylam and Moderna come through, which suggests that they are on the right track for progress. 
The share prices over a 12-month period haven't really responded. That's fine for us. We can be 
very, very patient. We're loving what we're seeing there.  

So, that's all a bottom-up answer to your question. Now, when I try to put a top-down answer to 
that, the portfolio companies are growing at around 15 per cent earnings growth. That's much 
faster than we've grown historically. That's much faster than the index is growing. So, we've got 
top-down evidence and proof that the growth is broad and exciting. And as the market leadership 
broadens, we're very well positioned.   

PR: That's the thing. When you look at it, the expected growth here is very strong. And that has 
historically been what has helped the strategy deliver outperformance over many years. So, if that 
growth continues to come through, you'd expect share prices to follow suit. So that's really helpful. 

Thank you very much, Spencer. I appreciate your time. And thank you very much for all our clients 
who are watching this video today. I appreciate your ongoing support. And we look forward to 
discussing with you next quarter, when Global Alpha will be giving you another update on the 
strategy. Thank you very much for tuning in. 
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Global Alpha  

Annual past performance to 30 June each year (net%) 

 2020 2021 2022 2023 2024 

Global Alpha Composite 14.0 45.3 -32.8 17.1 13.0 

MSCI ACWI Index 2.6 39.9 -15.4 17.1 19.9 
 

Annualised returns to 30 June 2024 (net%) 

 1 year 5 years 10 years 

Global Alpha Composite 13.0 8.1 8.6 

MSCI ACWI Index 19.9 11.3 9.0 
Source: Baillie Gifford & Co and MSCI. USD. 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. 
 

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  
This communication was produced and approved in July 2024 and has not been updated 
subsequently. It represents views held at the time and may not reflect current thinking. 
 
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 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. 
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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. 
 
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. 
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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. 


