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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. 

 

Katie Muir: A quarter of a century ago, Google set out to organise the world’s information. 
What generative AI is doing now feels bigger. It won’t just sort the information that exists—
it will create new information, build on it, and apply it in the real world in ways we can 
barely imagine today. We see it as a true general-purpose technology: early, uncertain, 
sometimes messy— but potentially transformational. 
 
We’ve been fortunate to spend time with Brian Arthur, one of the best thinkers on 
technological change. When we met him recently, he suggested generative AI may be the 
most important set of changes we’ve ever had—comparable to the invention of the printing 
press. Now that’s a big claim. But it captures how profound this shift could be. 
 
The challenge, of course, is investing through that kind of change and the uncertainty that 
comes with it. As growth investors, our approach boils down to 3 things: we back long-run 
growth, we back the right people, and we build a portfolio that can absorb surprises. 
 
On growth, we’re looking for companies that can take share, open new profit pools, and 
that operate in industries that earn attractive returns on capital. That can look like Spotify 
expanding its user base, Ferrari raising prices while protecting scarcity, or MercadoLibre 
building fintech and advertising alongside its e-commerce business. 
 
And within the semiconductor industry, the barriers to entry are real, and the bottlenecks 
are valuable. This is the infrastructure layer of AI—the “picks and shovels”. We expect 
these companies to be structural winners over the coming decade, even if there’s volatility 
along the way. 
 
On people, we want management teams and cultures that we trust. Aligned, adaptable and 
focused on delivering value to customers in a sustainable way, because that’s what 
ultimately creates value for shareholders. 
 
And on the portfolio, we’re deliberate about exposure: willing to concentrate when the 
opportunity – like in semiconductors – is compelling, but also recycling capital into 
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different growth drivers (Hermes, Galderma, DSV, AIA e.g.) to improve portfolio resilience 
without compromising on growth.  
 
Turning to performance, 2025 was disappointing in relative terms despite strong absolute 
returns. Part of that was sharp rises in areas we don’t own - particularly banks and 
defence. That’s never comfortable, and we’ve challenged ourselves on whether we missed 
structural growth there, and on balance, we’re not inclined to chase recent winners. 
 
Within a portfolio of more than 50 holdings, there will always be some that struggles. 
  
Wix.com and Atlassian were weak during the year as the market debates what AI means 
for software models. Both companies are still growing revenues at double-digit rates, and 
our view is that they will successfully adopt AI in ways that will make their platforms more 
valuable, rather than less.  
 
WiseTech Global was also weak on governance scrutiny. 
 
In these cases, we believe this weakness is temporary, and our view of the long-term 
opportunity hasn’t changed. 
 
Despite these headwinds, operationally, much of what we own for clients progressed well - 
and some of that was rewarded by the market. Spotify’s cash generation improved 
meaningfully; semiconductor holdings Advantest, ASML and TSMC contributed strongly 
as AI infrastructure demand grew; and newer holdings like dermatology business 
Galderma and CATL, the world’s leading battery manufacturer, executed well. 
 
We cannot time market style shifts, but two observations guide our conviction: over time, 
share prices follow earnings growth; and we continue to see evidence that the portfolio’s 
earnings power can outpace that of the market.  
 
Our job is to invest in exceptional businesses, stay the course through inevitable volatility, 
and be decisive when the facts change. We remain confident in our team and our process, 
and—most importantly—in the ability of the companies held in the portfolio to capitalise on 
profound global change and translate that into long-term earnings growth. 
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International Growth      
Annual past performance to 31 December each year (%) 
  2021 2022 2023 2024 2025 
International Growth Composite (gross) -9.6 -35.9 15.7 9.0 16.8 
International Growth Composite (net) -10.1 -36.3 15.0 8.4 16.1 
MSCI ACWI ex US Index*  8.3 -15.6 16.2 6.1 33.1 

      
Annualised returns to 31 December 2025 (%) 

  1 year 5 years 
10 

years   
International Growth Composite (gross) 16.8 -3.1 9.3   
International Growth Composite (net) 16.1 -3.7 8.7   
MSCI ACWI ex US Index 33.1 8.5 8.6   
*MSCI EAFE Index prior to 30 September 2018 

     
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  
This communication was produced and approved in January 2026 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. 
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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. 
 
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 
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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. 
 
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  
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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. 
 
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. 
 
 
 


