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Investment manager James Dow and investment specialist Seb Petit give an update on the Global 
Income Growth and Responsible Global Equity Income strategies covering Q2 2024. 

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

 
Seb Petit (SP): Hello and welcome to this quarterly investment update on the Baillie Gifford Global 
Income Growth Strategies. I'm Seb Petit, I'm an investment specialist and I'm joined today by James 
Dow, head of the team. 
 
As a reminder, our strategy is to invest in high-quality long-term compounders, companies that we 
expect to deliver attractive rates of growth in earnings and dividends and with truly resilient 
business models across cycles. So, we aim for above-market growth with below-market volatility. 
 
James, after a strong start to the year, global equity markets were up about 3 per cent in the 
second quarter. Our portfolios were up about 1 per cent. What is your high level take of the quarter? 
 
James Dow (JD): Well, you're right, Seb. Another strong quarter for equities, investors in 
enthusiastic fettle, a brilliant mood. I think [of] a couple of key driving trends the past few months. 
One has been the continued enthusiasm around artificial intelligence and that's propelled a small 
number of stocks to rather giddy heights over that period as people look ahead to AI.  
 
Another one a bit less talked about, [is] probably the prospect for interest rate cuts, particularly in 
the US in the second half. And that's led to some cyclical names that were quite bombed out on 
fears about [the cycle] last year [that] have bounced, US banks and so forth. And those things 
combined have really propelled stock markets to new highs.  
 
In terms of the portfolio, also positive returns, [but] not quite as strong as the market. I think that's 
probably to be expected because of our focus on durable long-term compounding in these hot 
markets. Then the portfolio tends to be a little bit behind. But generally positive momentum, 
investors [are] enthusiastic, the world economy looking quite strong. 
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SP: Thank you. And if we look at the portfolio in the quarter, which stocks have driven that 
performance, you know, good and bad?  
 
JD: Novo Nordisk [was] certainly a big contributor. That's a large holding for us and [thanks to] 
continued good news flow around the company and its products. For example, [the] authorization 
of Wegovy, one of its flagship medications in China, propelled the shares to new highs.  
 
TSMC [is] riding on the coattails of AI as the manufacturer of most of NVIDIA's chips, NVIDIA a big 
name in the AI space. TSMC has also done very well. Similar story at Atlas Copco, which serves the 
semiconductor industry, Schneider Electric and data centres. So, multiple beneficiaries of some of 
those strong trends within the portfolio.  
 
On the negative side of the ledger, Fastenal having hit record highs in the first quarter has come off 
a bit, a bit of cyclicality there [in] the past few months. B3, Partners [Group], a couple of other 
holdings, I would characterize most of those as sort of cyclical noise rather than we think there's 
anything wrong with them, all continue to deliver long-term strong growth. So, some puts and takes 
both sides.  
 
SP: Thank you. Now stepping away from the quarterly moves in share prices, I know in the second 
quarter usually you sit down with the team to analyse the long-term earnings growth of companies 
in the portfolio. What have you done this year? What are the lessons you took from this year's 
exercise? 
 
JD: Yes, that's right. That's a big exercise for us every year. And an important one, to sit down and 
process all of the annual results from the holdings in the portfolio and really making sure that they 
are on track with the investment cases that we've laid out for them.  
 
You know, at a high level, we expect companies in the stock market broadly to grow their earnings 
around 5 per cent a year. We're looking for a higher rate of growth from that, more like 10 per cent 
a year, [that] is the benchmark that we set for holdings in the portfolio. And over [the] long term, 
that should deliver outperformance.  
 
So, we sit down every year and clean up all the numbers, go through the financial statements, [and] 
see if the companies are indeed on track. And the good news from having done that exercise over 
the past couple of months for the holdings is that the portfolio is very much on track.  
 
The average across the portfolio is a little bit more than 10 per cent earnings per share growth over 
the past five years, including the latest financial year. And so, that's good to see, that the portfolio 
is delivering the growth that we're trying to deliver to clients.  
 
Now, within that there's a range, as you might expect. There's a sort of central core of the portfolio 
maybe about 60 per cent of the portfolio is indeed continuing to deliver that 10 per cent growth 
year in year out. So, for example carsales.com, which is the dominant place to buy and sell used 
cars in Australia. Having processed more results from that [holding], we can see that [for the] past 
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five years, it's on track. It's delivering that 10 per cent a year growth now, and we've had good 
returns out of the shares.  
 
So that's the core of the portfolio. [There are] a few where we've noted disappointing results, sort of 
sub 5 per cent growth over the past five years, [after] updating for the latest numbers. An example 
there would be Want Want, which we've recently sold, where the growth hadn't really come 
through. So, as you can imagine, we're doing work on all those names checking the investment 
cases, why aren't they performing the way we thought? 
 
And then finally, [at] the top end of the portfolio, some really strong results from a number of 
companies. About 20 per cent of the portfolio where we've seen over 15 per cent a year growth. So, 
for example, Microsoft would be in that bucket. In fact, [it is] more than 20 per cent a year growth 
we've had out of Microsoft the past five years.  
 
Long story short, the portfolio is on track and the headline is it is it's delivering that 10 per cent 
growth that we're looking for, [we are] looking at some of the few names that have disappointed 
[and] some names have done extremely well.  
 
SP: Thank you. Now, in terms of transactions in the quarter, we really had two complete sales: 
Dolby and Kering, was that the result of this analysis you've done?  
 
JD: Yeah, related to that. So Dolby is one that has shown up over the past few years as 
disappointing against our growth expectations, [it] has not met that 10 per cent hurdle. We 
reviewed the company, met the management again, did a lot of research around it and felt that 
actually, some of the headwinds in that business, particularly on pricing, they're unlikely to 
overcome those. And so, we divested.  
 
Kering, a little bit different because although it has been a very strong, [it has] been a good 
investment for us since 2016, we're sort of getting [on] that early after a difficult 12 months for the 
company, looking at it, a lot of research into it. Our feeling is the change of strategy that has been a 
big one at the company is difficult for them to pull off. And so, we decided to exit that because we 
don't expect those good rates of growth going forward.  
 
SP: Thank you. Now, changing tack a little bit and moving to ESG, can you highlight maybe a piece 
of engagement or research that the team has done last quarter?  
 
JD: Probably the main result I'd highlight there is around Anta Sports, the apparel company (trainers 
and so on) in China, where we've been engaging with the company for a long time on picking up the 
pace of audits of their supply chain.  
 
We think that's really important to audit their supply chain independently and frequently. And the 
company's responded to that, and just in the last few months, they've confirmed to us they're really 
escalating the pace of that. Happily so far, all of those audits have come back well, clean, no 
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problems to report, but that's a good example where engagement for a higher standard, which we 
think is important has paid off in action by the company.  
 
SP: Thank you. Now we just passed, you know, we're halfway through the year, can you give us a 
little bit of an outlook for the second half of this year? How do you see, you know, equity markets 
developing?  
 
JD: There's quite a few noisy events coming up, elections around the world and so forth. Maybe 
we'll finally get those interest rate cuts that everyone's been hoping for so long.  
 
I think for us, the core focus is sort of bottom up, on the portfolio. We're looking for that durable 
long-term compounding to carry on for the next five, ten years, and business models that shouldn't 
be disrupted by whatever happens in the second half of this year.  
 
So, that very much seems to be the case with the portfolio we've got, but we'll continue that work 
of testing the investment cases, looking for new ideas if they could potentially upgrade the pace of 
growth. And that should see us good, we think, through the rest of the year.  
 
SP: Thank you, James, for this review of the quarter. Three key messages I retain. The first one is it 
was a positive quarter in terms of returns for the portfolios.  
 
The second key message is the annual review of results by the holdings has shown that the vast 
majority of them is showing growth above or around the 10 per cent per annum that we expect from 
them. 
 
And the third message is that the quality growth tilt of the portfolio has not changed, and that 
provides resilience in more volatile environments.  
 
Thank you, James, for your time, and thank you, everyone, for listening. 
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Global Income Growth (including Global Income Growth and Responsible Global 
Equity Income strategies) 

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

 2020 2021 2022 2023 2024 

Global Income Growth Composite 4.4 39.0 -14.2 17.7 9.7 

Responsible Global Equity Income Composite* 4.9 38.0 -13.6 19.6 11.6 

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 Since inception 

Global Income Growth Composite 9.7 10.0 7.9 -  

Responsible Global Equity Income Composite 11.6 10.8  -  13.0* 

MSCI ACWI Index 19.9 11.3 9.0 13.3 
*Inception date: 31 December 2018. 
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. 
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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 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 
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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. 
 
 


