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Investment manager Christopher Howarth and investment specialist Thomas Hodges give an
update on the Europe ex UK and Pan Europe strategies covering Q1 2025.

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

Tom Hodges (TH): Welcome to this quarterly update video covering the European Equity Strategy.
My name is Tom Hodges. I'm an Investment Specialist on the team. And today I'm joined once again
by Christopher Howarth, an investment manager on the European team. And we're not exactly
short of things to talk about this quarter, from tariffs, increasing defence spending, declining
growth expectations for the US, Germany's abandonment of the Schwarze Null and embracement
of what seems like a fiscal bazooka. It's certainly been eventful. And European equities have
performed really strongly against this backdrop. And in particular, it's been the banks and defence
companies which have led the charge to sectors or industries which are typically associated with
the value style. So this continues growth's significant underperformance of value in Europe over the
past few years, in stark contrast to other markets like the US. Now, in terms of our own
performance, it might not be surprising that we don't have exposure to these two areas, banks and
defence, and we have underperformed quite significantly as these two sectors have rallied
exceptionally strongly in the past few months. So, | think, Christopher, it makes sense to start with
this.

Christopher Howarth (CH): Yes, and this has been a challenging period in which to be a growth
manager. It feels as if the tectonic plates of the global economy are shifting and sectors which
haven't traditionally been considered to be growth categories, and that of course includes defence,
are now not only outperforming, but look as if they could actually become growth sectors over the
next decade. Now, this of course can be quite painful in the short term, but it does actually create a
whole raft of new opportunities in the future. It might be that actually the defence rally that we've
seen so far, which has, of course, so far been led primarily by expansions and multiples and the
promise of future growth, it might be that that rally has been overblown. But actually, what's more
interesting is the second and third order consequences. So, the supply chains, for example, raw
materials - we've seen some movement in these sectors so far, but nothing of the sort that is
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commensurate with the scale of the spending that would potentially be taking place. So, it's safe to
say that these are areas that we've been looking more at.

Banks, of course, are in another category. It's probably better to regard these as cyclicals rather
than long-term growth opportunities and that's typically why we have stayed away from them in the
past, partly also because they don't tend to be that good actual businesses. But of course, with
rates remaining high and the possibility of lower capital requirements in the future, banks have
outperformed significantly and this has hurt our relative performance to date.

TH: But if we take away from what we don't own in the portfolio, defence and banks, and to what
we do own, when you actually look at the portfolio, we've had some promising signs as we've
moved through results season.

CH: Yes. And in previous videos, we've also talked about the cyclical turnaround in some of the
industries that we have exposure to in the portfolio. And we have been seeing encouraging signs
from companies like Sartorius Stedim, which makes bioreactors, and IMCD, which is a chemicals
distributor. Both companies have reported that their order books are starting to fill up. And we've
also seen positive signs from Kingspan, which supplies to the construction industry.

And then on a separate note, we've also seen a very strong performance from Dino Polska, a Polish
supermarket, which has really benefited as food deflation has come down and the competitive
environment in Poland has become more favourable. So, that's been an encouraging cyclical story
alongside the wider market turmoil.

TH: But in terms of the cyclical upswing across the portfolio, do tariffs pose any kind of risk to that?

CH: So tariffs have certainly been a key area of discussion over the past quarter and really since
Trump's election. Now, while there's a lot of sound and fury around this area at the moment, a lot of
the companies in the portfolio at the moment don't have a huge amount of tariff exposure. In the
cases where they sell to the US, this is frequently done through localised production. So, that's
Lonza, Novo Nordisk, Atlas Copco, for example. And then in other cases, they don't sell to America
at all, for example, Dino Polska. So, in general, we don't see tariffs as being a major threat to
businesses in the portfolio. But of course, the uncertainty around tariffs does hurt valuations
generally.

TH: And in terms of portfolio activity, there's only one purchase to report on this quarter.

CH: That's right. So, we've taken a position in Edenred. This is a business that we've owned before
and it has actually sold off quite significantly in the meantime and we're quite pleased to take a
position again at what we believe is a very attractive valuation. Edenred administers employee
benefit schemes, so meal vouchers effectively across a range of markets. So while it might sound
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like an unglamorous business, it's actually a very good sort of business to own through unstable
times.

TH: But before we end, | think it's fair to say that the economic environment has its challenges and
is shifting. And clients will want to hear about how we see things evolving going forward.

CH: So | think, as always, there's a difference between the short-term volatility and long-term
returns. And | think at the moment, we're seeing a lot of uncertainty in the markets as we digest
statements about tariffs, the high defence spending and all sorts of large-scale fiscal changes. But
over the long term, we know that it's not the actions of politicians that determine returns, but it's
actually individual companies with strong competitive advantages, high pricing power and strong
returns on invested capital. And when we look at our portfolio, we're pleased to see that we have
many businesses with very strong competitive advantages and returns on invested capital are
higher than the market average. So, we are optimistic about the portfolio's potential through this
period of volatility.

TH: So thank you for that, Christopher. And just to sum up, the strategy underperformed over what
was quite a turbulent quarter, with significant optimism benefiting what would traditionally be
viewed as value sectors like banks and defence, where we have very little exposure. But when we
look to the portfolio in its current state, we see significant grounds for optimism. The trends which
are benefiting the likes of banks and defence at the moment could broaden out and affect the
portfolio positively and continue what we see as a growth acceleration across multiple different
sectors in the portfolio. So, when we look at the portfolio today, we see a case for a growth
acceleration, we see strong, adaptable and high return on capital businesses, which are valued
quite attractively. So, we think that the portfolio has real potential for both that return in terms of
growth return, but also a return from valuation going forward. And so, in that sense, we remain
incredibly optimistic. Thank you for your time.
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European Equities (including Europe ex UK Equities and Pan European Equities
strategies)

Annual past performance to 31 March each year (net%)

2021 2022 2023 2024 2025
Europe ex UK Equities Composite 80.1 -19.4 -11.6 7.2 -7.6
MSCI Europe ex UK Index 49.5 1.4 2.9 16.0 5.6
Pan European Equities Composite 79.0 -20.1 -12.6 5.9 -6.7
MSCI Europe Index 457 41 2.0 14.8 7.5

Annualised returns to 31 March 2025 (net%)

1year Syears 10 years
Europe ex UK Equities Composite -7.6 4.9 51
MSCI Europe ex UK Index* 5.6 13.8 6.8
Pan European Equities Composite -6.7 4.3 2.7
MSCI Europe Index 7.5 13.8 6.3

*FTSE World Europe ex UK prior to 31 December 2016.
Source: Revolution, MSCI, 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: 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 April 2025 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 A& 55 #(F #)H B2 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

HMEDMN(EFE)BE 22 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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