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Investment specialists Paul Taylor and Hamish Maxwell give an update on the International 
Concentrated Growth Strategy covering Q3 2023. 
    

 

Your capital is at risk. Past performance is not a guide to future returns. 
 
Paul Taylor (PT): Hello, and welcome to the International Concentrated Growth strategy update for 
the third quarter of 2023. My name is Paul Taylor. I'm joined by Hamish Maxwell today. We are both 
investment specialists working on the ICG strategy. The strategy is a concentrated, between 20 to 
35 stock, portfolio of the most exceptional growth businesses in the international equity space. 
 
What we're looking to identify is companies using new business models, and new technologies to 
disrupt incumbents and take rapid market share gains. This type of investing can be exceptionally 
valuable in terms of investment returns, and to make that work for us, we invest with high 
conviction, active share in the portfolio [is] around the 90 per cent range, and low turnover. We're 
looking to own these businesses over a 5-to-10-year time horizon, during which time their 
competitive edge can turn into positive investment returns. 
 
With that being said, the environment that we're investing in this quarter has not been favourable 
for growth businesses, so Hamish can we hear what's been on our minds recently. 
 
Hamish Maxwell (HM): Thanks, Paul and hi, everyone. I'll start by quoting management of Adyen, 
the Dutch digital payments company, who said that we've been recently reminded that growth is 
not linear. And of course, it isn't. Very often the best performing long-term stocks are the most 
volatile, short-term. And that's because there are different drivers for share price over different 
horizons. 
 
Over the long term, share prices are driven by profits, and that's actually really intuitive because 
people invest in companies hoping to benefit from their future cash flows. So growing profits means 
growing share prices. But profit growth, as you said, takes years. So, this link is clearest over 5 to 
10 years, whereas in the short term, share prices are much more unpredictable. After all, future 
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profit growth hasn't happened yet, so the market has to forecast it, and the ability, and indeed the 
willingness, of the market to forecast profit growth is determined by things like the emotional 
content of the news, of our trading volumes, including algorithmic trading, and by unpredictable 
politics and economics.  
 
So, it's a different sort of driver over the different horizons. The best long-term growth companies 
are hence very often the most volatile, short-term.  
 
The extent of this can surprise people. For instance, among our biggest winners since [the] 
strategy’s inception 20 years ago, we've got Hermès, the French luxury company, which has 
returned over 30 times with the biggest drawdown of nearly 50 per cent. Industrial company, Atlas 
Copco, has returned over 20 times, with the biggest drawdown of 60 per cent. And Tesla, over 15 
times returned, with the biggest drawdown of nearly 70 per cent. 
 
And if we'd acted on any of these periods of volatility and sold because of the volatility, we'd have 
missed out on lots and lots of upside. 
 
PT: Yeah, that's really interesting. It's really good to be able to come and talk to people about this 
during these times. Because [we’re] reminding people what we're focused on is long-term intrinsic 
value creation at these businesses, not trying to second guess market volatility. 
 
HM: Exactly. Yes, so if we focus on fundamentals, there's actually a great deal to be really excited 
about. Remember the Great Depression of the 1930s gave birth of the helicopter, to supermarkets 
and the car radio. And [in] the tough economics of the 1970s we saw disruptive businesses like Intel 
growing nearly 20 times. 
 
Now, every area is different, but this period of pressure on the markets is creating opportunities for 
companies, creating the sort of change that you introduced earlier. 
 
PT: Yes. So I mean, in terms of what's in the portfolio today, what would you highlight as being the 
change of tomorrow? 
 
HM: Yes, okay. So let's think about the recent challenges of inflation and costs of capital, which are 
well-known. Here's an opportunity for businesses to provide a counterweight of deflation, if you will. 
One really good example is in healthcare, where lots of technologies are coming together. For 
instance, our holding Genmab, the European immunotherapies business, and Moderna are driving 
down costs by using a platform model to approach diseases. 
 
There are big cost reductions in our renewable energy holdings. SolarEdge and Tesla are at the 
heart of that and we're confident the market is going to be transformed by cheaper and cheaper 
energy.  
 
And then there's the ongoing digitalisation of the economy. That's been a deflationary force for 
decades. Many in the audience will be familiar with Moore's Law, doubling computing power every 
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couple of years, likewise, a deflationary effect. And our holdings, ASML and NVIDIA are driving and 
benefiting from that progress in computing power.  
 
Even slower globalization can create an opportunity if you think about supply chain management, 
about transport networks and the electrification of the economy.  
 
So while it seems that Jerome Powell can't say or do anything without the market desperately trying 
to figure out exactly what that means for the near term, and responding quite grumpily to that 
recently, we're much more interested in the fundamentals. And what we see is a great deal of 
progress that the market is going to have to catch up on.  
 
PT: Yes, that's super interesting. Just thinking about more recently, we think in 5-to-10-year time 
horizons. This quarter has been challenging from a performance perspective. Is there anything 
you'd highlight that's been [part of] the drivers behind that? 
 
HM: Yes, so a couple of broad themes, I suppose. Given that we're a high growth portfolio, the fact 
that there has been this anti-growth sentiment linked to rates and inflation, that has weighed 
particularly heavily on us. We think we're near the end of the rate rise cycle, and so fundamentals 
are going to get back in the driver's seat at some point in the near future. 
 
There's also been some stock specifics among performance drivers. Negative contributors have 
included Adyen, which had a sharp selloff linked to margin suppression through hiring and growing 
competition in the US. But the counterpoint is that hiring for growth could actually be really smart, 
and the efficient US payments market isn’t its key solutions arena.  
 
Adyen is a pretty understated business, which is quite a famous Dutch characteristic. So when we 
met with management recently, we encouraged them to think about how they communicate the 
excellent progress they've been making.  
 
ASML is the lithography company at the heart of progress in semiconductors, and that's a market 
that could grow three times in the next decade, but it’s such a high-profile business now that it 
tends to be sensitive to gyrations in forecasting around the cycle. We saw some of that recently. 
Big opportunity ahead, though. 
 
And then Delivery Hero, the food delivery platform, which is leading in dozens of markets. It invests 
very heavily in growth and that can often test the market's limited short-term patience.  
 
Not all negative though, some positive contributors. MercadoLibre, Latin America's most valuable 
business, continues to make deep and broad progress in ecommerce and digital finance, which is 
great. NVIDIA has had massive demand for its GPUs, which is linked to the global surge in advanced 
computing and AI. Many will be familiar with this. And the Chinese ecommerce business, Alibaba, 
has been rewarded for its ongoing reorganisation as a holdings company.  
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Overall, the prevailing force on share prices has been negative recently, with the broad anti-growth 
sentiment and some stock specifics. But again, if you look at the fundamental progress going on in 
the portfolio, there's loads that's encouraging. And again, the market is going to have to catch up 
with this at some point. 
 
PT: Yes, it's a huge, huge amount going on in the outside world at the moment. Could you touch on 
what the team's been doing in Baillie Gifford recently? 
 
HM: Yes, so we can actually use short-term volatility to our advantage by looking for the biggest 
gaps between the market and between our assessment of operational progress and of earnings 
growth potential. And once we identify that sort of opportunity, as you said, we reflect it in 
meaningful position sizes and long holding periods. Hence our turnover is down at around 10 per 
cent. 
 
We didn't actually put on any trades during Q3, but this isn't a sign of complacency. The portfolio 
construction group has been really, really busy with research, engagement and analysis. So, for 
instance, we once again met with the research institute IMEC, helping us to understand the 
frontiers in semiconductors, and that's really important to our holdings ASML and NVIDIA. 
 
We had some helpful meetings with visionary business leaders at Modena, at Adyen which I 
mentioned, ecommerce platform Shopify and luxury holdings company Kering. So loads learned 
about those opportunities. We were the only manager invited to an influential Latin American tech 
forum for CEOs, many of whom wanted to meet us as long-term investors in the region's most 
valuable business, MercadoLibre. 
 
And academics continue to offer us lots of insight to secular trends that underpin the growth we're 
looking for. We recently spoke with Adam Tooze, the historian, and Doyne Farmer, the complex 
systems scientist, which has helped us understand global complexity and industry advancements.  
 
So, lots and lots of hard work going into our analysis. And within that we think there's loads to be 
optimistic about. 
 
PT: Yes, so I mean, that really does lead to the question- what next? 
 
HM: Yeah. So, mentioning the sport of cricket might elicit a groan or two from clients who, perhaps 
understandably, find the sport unfathomable. But the England team has recently undergone a bit of 
a transformation called ‘Bazball’, which effectively is about the team aiming to play without fear, 
blocking out external pressures and accepting the certainty of some failure in return for the 
potential of extreme upside. 
 
We think that's a really useful analogy for investors, who need to remember that downside is 
capped, but upside is theoretically limitless. We understand that periods of underperformance are 
painful for clients, and we feel that keenly with our clients. But our main message is that we can 
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turn periods of short-term volatility to our advantage by looking for the biggest gaps in what the 
market is valuing versus our assessment of operational progress and earnings potential. 
 
And again, when we look at that progress in operations and fundamentals, we think there's loads to 
be excited about and the market is going to have to catch up with this once the sentiment shifts. 
 
PT: Yeah, that's super interesting and it's always nice to be able to come and talk about how 
optimistic we are about the future, regardless of prevailing market sentiment over the quarter. So 
thank you very much.  
 
That just leaves me to say thank you very much for your interest in the ICG Strategy. We hope you 
found comments informative and helpful, and we look forward to speaking to you again in the 
future. 
 
Thank you. 
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International Concentrated Growth 

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

 2019 2020 2021 2022 2023 

International Concentrated Growth Composite -1.6 81.5 28.4 -48.9 14.6 

MSCI ACWI ex US   -0.7 3.5 24.5 -24.8 21.0 
 

Annualised returns to 30 September 2023 (net%) 

 1 year 5 years 10 years 

International Concentrated Growth Composite 14.6 6.1 10.2 

MSCI ACWI ex US 21.0 3.1 3.8 
 
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  
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 October 2023 and has not been updated 
subsequently. It represents views held at the time and may not reflect current thinking. 
 
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.  
 
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) Limited provides investment management and 
advisory services to European (excluding UK) clients. It was incorporated in Ireland in May 2018. 
Baillie Gifford Investment Management (Europe) Limited 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. Baillie Gifford Investment Management (Europe) Limited is also authorised in 
accordance with Regulation 7 of the AIFM Regulations, to provide management of portfolios of 
investments, including Individual Portfolio Management (‘IPM’) and Non-Core Services. Baillie 
Gifford Investment Management (Europe) Limited has been appointed as UCITS management 
company to the following UCITS umbrella company; Baillie Gifford Worldwide Funds plc. Through 
passporting 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. Similarly, it has established Baillie Gifford Investment 
Management (Europe) Limited (Amsterdam Branch) to market its investment management and 
advisory services and distribute Baillie Gifford Worldwide Funds plc in The Netherlands. Baillie 
Gifford Investment Management (Europe) Limited also has a representative office in Zurich, 
Switzerland pursuant to Art. 58 of the Federal Act on Financial Institutions (“FinIA”). The 
representative office is authorised by the Swiss Financial Market Supervisory Authority (FINMA). 
The representative office does not constitute a branch and therefore does not have authority to 
commit Baillie Gifford Investment Management (Europe) Limited. Baillie Gifford Investment 
Management (Europe) Limited 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. 
 
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. 
 


