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Investment manager lain McCombie and investment specialist Chloe Darling-Stewart give an
update on the UK Core Strategy covering Q3 2024.

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

Chloe Darling-Stewart (CD): Hello and welcome to this Baillie Gifford UK Equity Core Strategy
update. As a brief reminder, the Strategy is looking to invest in the best growth businesses in the
UK for the very long term. I’'m Chloe Darling-Stewart. I’'m an Investment Specialist with the team and
I’'m delighted to be joined today by lain McCombie, who is head of the UK Team and lead portfolio
manager for the UK Core Strategy.

Over the next 10 minutes or so, lain and | will discuss what’s been going on in the UK market and
some of the stock stories that are driving recent performance and hopefully give you a good sense
of our optimism for the strategy to deliver long-term returns.

So, lain, looking at the big picture, the UK economy has shown some promising signs of recovery
over the summer. And against that backdrop, performance has picked up, delivering a positive
absolute return and outperforming the FTSE All-Share. Do you think we’re starting to see some
green shoots of recovery for the UK market?

lain McCombie (IM): Hi Chloe. Well, look, it's a really interesting question. And I'd love to say “for
sure, yes.” But we’re long-term. We're trying not to get too excited about short-term trends. But |
think you have put your finger on something, that there are some initial signs that maybe things,
after a tough period, are looking a little bit better for us.

| think, as you say, the economy is doing a little bit better. We’re seeing the companies now reacting
to good operational news. | think that share prices are now following fundamentals. We talk about
that a lot. And | think the other thing, obviously, we had the election and a landslide for labour. And
hopefully, people think that that will mean there’s certainty of what's going to happen over the next
few years.
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So, look, it’s too early to tell, but certainly some encouraging signs.

CD: That's really good to hear. Are you finding in your interactions with companies that they’re also
quite positive and quite upbeat?

IM: Yeah, | mean, it'’s hard to generalise, but if you’re asking me that, | would say on balance, yes, |
think companies are sounding a more positive kind of tone when we’re speaking to them. But again,
the context is it’s been a pretty tough last few years, with Covid, the supply chain issues, higher
inflation and interest rates and so on. And the economy has not been strong, both UK and
elsewhere. So, | think companies have been managing through that.

And | think we’re perhaps starting to see people look at a more normalized kind of opportunity of
growth for the future. Now, | should say there’s always something to worry about. So, we’re not
saying everything'’s all set. There are always still concerns there. But definitely, you’re right. | think
there’s been a bit more of an upbeat tone from people.

CD: Could you give us some examples perhaps from the portfolio of where there is that kind of more
positive message?

IM: Yes. A couple of stocks that performed really well in the quarter were Marks & Spencer (M&S),
and Autotrader.

Now, we've talked about M&S before. It’s a kind of recovery story. But again, the shares have, |
think, hit almost a four-year high in the quarter, because really that turnaround story continues to
unfold. They’re still seeing good trading.

And | think that’s a really important point, that once a business frankly that’s lost its way, arguably
for a couple of decades, starts to get its mojo back, if you want to put it like that, it’s going to
happen. It's going to hopefully take quite a period of time for other people accept the fact that
maybe it is different this time, and also for that momentum to play out. And we’re seeing that.
Good trading update, but we think there’s a lot more to do. We've spoken to management, they’re
very candid about that point that we’re still in the foothills of that recovery, which is exciting.

Auto Trader, a much more established business, it's looking for new opportunities to grow,
reporting really strong numbers, the market was really happy with that. And that’s a good example
of where the share prices are following the fundamentals.

CD: It's all really encouraging. I'm sure not all holdings have been as smooth sailing as that though.
I'm thinking, for example, of the annuity provider Just Group, which is amongst the top contributors
to performance this quarter. | know that’s not always been the case and might have been a bit of a
bumpy ride. Could you maybe talk us through that and your experiences?

IM: Yeah, well Claire, | think this video is only 10 minutes, so really | can’t really go into all the ups
and downs of that. But | think you’re right. It’s a really good example of a stock that we’ve owned for
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a number of years. It’s tried our patience. But that’s what long-term investing is about. Your
patience will be tried. But what you’ve got to try and do is look at the fundamentals. And is the
opportunity to grow there still the case? And we still think it has been before and now.

It's selling individual annuities, also selling annuities to companies that are looking to do a buyout of
their pension scheme. And what we've seen with interest rates going up in recent years is that the
demand for that has really gone through the roof. The phone’s almost ringing off the hook in terms
of people wanting to get Just Group to quote for a new business, which is great.

But the other angle is obviously the management team. Can they actually catalyse on the
opportunity. And we have been very impressed with the management team in recent years, just
quietly saying, this is what we’re going to do and actually deliver on that.

And | suppose what’s been frustrating up until now is that the market’s been a bit sort of looking at
other factors rather than what they’re doing. But now they’ve cottoned on to the fact that the
fundamentals of this business are really good and they’re delivering ahead of expectations. So
that’s been a good example of one where we’ve been patient, but hopefully that patience has been
rewarded now.

CD: That’s really good to hear and really demonstrates that patience factor when investing for the
long term. So, | guess to wrap this up, lan, this has all been really positive, which is terrific, of
course. But tell me, there must be something that you're worrying about. What’s keeping you up at
night?

IM: Look, two Scots having a conversation. We're going to finish on some downside, aren’t we?
That’s what we’re like, as you know. But I'll try and answer that in two ways.

Individual stocks, we did have one individual disappointment. That was Burberry, the clothing
retailer. Now, what’s going on there is quite interesting. The overall market for luxury clothing has
been difficult. It's not just a Burberry issue, it's the whole sector is struggling a bit at the moment, as
consumers have been a bit more cautious on paying ridiculous sums of money, as some people
would say, for clothes. But they’ve also got their individual kind of challenges at Burberry.

Now, there are two within that. One is they’ve been trying to get their plumbing in order. And they
spend a lot of time trying to figure that out and do that. Sounds simple, but it’s quite hard to do. And
| think they’ve been making progress there. But the other problem, which | think has certainly not
worked for them so far, is trying to move the brand upmarket. And it’s just been perhaps the right
strategy at the wrong time, and it’s not really working. And sales have been very disappointing, and
the CEO has left. Now, a new one has been appointed.

One of my colleagues went down to meet them just to see what they’re doing. They’re pretty frank
about the challenges of trying to revitalise the brand, you know, the magic, as he called it, of
getting the brand back. Not simple to do.
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The other stuff, the internal plumbing, | think there’s a lot still to do, but they’re quite happy with the
progress they’re making there. So, it's been a disappointing stock for us, and it’s one perhaps,
again, where our patience is being tried. We’re thinking about it now, and we’ll probably update you
in the next period of time what we’re going to do with that.

So, that’s one thing | worry about. The second thing, a broader thing for the portfolio, is really M&A
activity. Now, that might sound a bit counterintuitive in the sense of ‘isn't M&A activity good for the
portfolio, stocks being bid for, the prices go up?’ And we had something, for example, like
Hargreaves Lansdowne was bid for in the quarter and the shares have done reasonably well over
the short-term.

But where we worry about it is where companies are potentially being taken out or being bid for
when we still think they’ve got years of growth and that bid doesn’t reflect that long-term growth
opportunity.

And we actually had a really interesting example of that in the quarter where an Australian company
bid for Rightmove, the property website. Now, the good news is that the board held strong and said
basically, we don’t think the price is reflecting the long-term growth opportunity for the business.
And basically, the Australian company had to withdraw because the board just refused to agree to
any of the four bid approaches that they had.

And we're really pleased about that because although, yes, the share price went up on the initial
news. We still don’t think it was reflecting the opportunity of Rightmove. It was just reflecting the
fact that Rightmove was the cheapest property website in Europe, and somebody was trying to
capitalise on that. But that didn’t happen there. So, | was actually really pleased about that.

CD: | suppose overall though it’s perhaps a good sign that the U.K. market is becoming quite
attractive with all this activity?

IM: You're right. Absolutely.

CD: Well, | think that’'s maybe a fantastic place to leave things. | hope that’s given you a good sense
of what’s been going on in the strategy over the quarter, and our optimism for the outlook for the
strategy from here. Thank you very much for tuning in and please do get in touch if you have any
questions.
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UK Core

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

2020 2021 2022 2023 2024
UK Equity Core Composite -6.2 33.9 -34.1 24.3 28.4
FTSE All Share Index -12.5 33.4 -20.5 245 24.6

Annualised returns to 30 September 2024 (net%)

1year S5years 10 years
UK Equity Core Composite 28.4 57 41
FTSE All Share Index 24.6 7.6 4.3

Source: Revolution, FTSE. 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: London Stock Exchange Group plc and its group undertakings (collectively, the "LSE Group"). © LSE Group
2023. FTSE Russell is a trading name of certain of the LSE Group companies. "FTSE®" "Russell®", is/are a trade mark(s) of
the relevant LSE Group companies and is/are used by any other LSE Group company under license. All rights in the FTSE
Russell indexes or data vest in the relevant LSE Group company which owns the index or the data. Neither LSE Group nor its
licensors accept any liability for any errors or omissions in the indexes or data and no party may rely on any indexes or data
contained in this communication. No further distribution of data from the LSE Group is permitted without the relevant LSE
Group company’s express written consent. The LSE Group does not promote, sponsor or endorse the content of this
communication.

Risk factors
This communication was produced and approved in October 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.
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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 faE 52 ;N (F #)HFBR 2 7] 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
EDMN(EE)BRB 22T 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.
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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. 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.
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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.
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