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Investment Analyst Lucy Browne and investment specialist Seb Petit give an update on the Global 
Income Growth and Responsible Global Equity Income strategies covering Q3 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, an investment specialist, and I'm delighted to be joined 
today by investment analyst Lucy Browne. As a reminder, our strategy aims to invest in quality 
long-term compounders, companies which we expect to deliver attractive rates of growth of 
earnings and dividends, and which are truly resilient through the cycle. 

Welcome, Lucy. After a first half of the year which was quite strong for global equity markets, the 
third quarter was a bit flat, and so was the return of our portfolios. 

What is your high-level take on the quarter? 

Lucy Browne (LB): I think focusing on the flat headline returns is a bit deceptive here because it 
masks what has been quite [a] significant volatility within the quarter. In early August there was a 
period of market turmoil triggered by Japan having its worst daily losses in almost 40 years. And 
we've also seen some of the air come out of the tech sector in late August as results, while quite 
strong in that sector, haven't quite lived up to very high growth expectations. Later in the quarter a 
U-turn by the Bank of Japan and then a higher than expected interest rate cut by the U.S. Federal 
Reserve has helped global equity markets recover a bit by the end of the quarter. 

SP: Okay, so you allude to the sort of tech jitters in August and for once in a quarter not owning 
NVIDIA was a positive contribution to relative performance. 

But beyond NVIDIA, what explains the portfolio returns this quarter? 

LB: So our top contributors have been U.S. distributor Fastenal, which has had very strong results, 
and there's also hopes that in a lower interest rate environment that will be helpful for driving 
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further growth. And then our Swiss asset manager Partners Group announced a major distribution 
agreement, which the market viewed very favourably. Then in late September we've also seen a 
rally in Chinese equities, which has been very helpful for performance, particularly with Midea and 
Anta Sports boosting performance. 

In terms of the detractors, unusually this quarter we've seen Novo Nordisk go from a contributor to 
a detractor. That's despite continued strong revenue growth. But we think some investors are now 
taking profits after a very strong period of performance. In terms of other detractors, Edenred, the 
employee benefits company, continues to be plagued by worries about the French regulatory 
scrutiny of that business model. It's one that we're monitoring, but we think that the market is 
overly concerned and we continue to hold. 

SP: Thank you. 

In terms of transactions, I noticed that you sold out of the UK savings platform Hargreaves 
Lansdown. Can you tell us more about that? 

LB: So shares of Hargreaves have been weak for about 18 months now for a variety of reasons. But 
the company attracted a private equity bid earlier in the year. And in the middle of summer, the 
board recommended that shareholders accept that offer. Given that it was a single bidder situation 
and there was a non-negligible risk that the deal would fall apart, we decided to divest before the 
deal ultimately closed.  

SP: Thank you. So, you reinvested that money into CME Group. Can you tell us the rationale there? 

LB: Yes, so CME Group is the world's largest derivatives marketplace. Clients can hedge and 
speculate pretty much every product from interest rates to weather to soybeans. And we think 
there's lots to like about that business. Attractions include that it's a natural monopoly with pricing 
power and that it benefits from increased use of derivatives by companies over time. It's really 
[about] long-term growth and an attractive model. In terms of why now, why did we decide to invest 
this year, shares have recently de-rated as the market worries about the impact of lower interest 
rates and also about a new entrant to the market. Having done some more due diligence on CME 
Group, we think that the market's concerns are overblown and that the recent de-rating was an 
opportunity to invest in a great business at a fair price.  

SP: Thank you. So, [a] derivatives trading place, this is not our first stock exchange stock. What is 
so attractive about these businesses?  

LB: That's right. We have now a small collection of these financial infrastructure names in the 
portfolio. All tend to be natural monopolies, so difficult for new entrants to dislodge. Often very 
cash-generative, resilient through cycles, and all benefiting from long-term enduring growth 
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tailwinds. However, I would say it's not the case that this is just us making the same bet four times. 
There are common growth drivers, but each one has nuances to it. So, for example, Hong Kong 
[Stock] Exchange allows us to participate in increased financial transactions and trading between 
China and the rest of the world, whereas our Brazilian stock exchange B3 is more about increasing 
access to equity financing and investing in a market that's traditionally been dominated by local 
banks. In the case of CME Group and Deutsche Böerse, in addition to sort of drivers around 
increased financialization and use of derivatives, there's also the helpful tailwind of regulators in 
these markets really pushing for increased transparency and moving more volumes onto regulated 
and reputable exchanges.  

SP: Thank you. Moving on to the team's activity, I noticed there was quite a lot of research trips in 
the last quarter. Can you tell us more about those? 

LB: Yeah, so we've had a mix of people out at conferences, visiting clients at their sites and 
locations. And really, this is a mixture of visiting existing portfolio names and building conviction in 
those and our hunting for new ideas. Both James and Ross have spent several weeks in the US over 
the summer. And between them, [they] have seen a combined 40 to 50 companies. Just to give you 
a sense of how much time and effort is going into that exercise. And ultimately, I guess, our 
average holding period is about eight years. So we really think it's worth spending that time to get 
to know companies better and get access to their management teams.  

SP: Thank you. So can you give us an example of a company you spend time on?  

LB: Yeah, so one new idea that we've been working on this summer is Tractor Supply, which is one 
of the largest rural retail chains in the US. 

Over the past four months, we've had several meetings and encounters with the company. Back in 
June, I had a dinner with the management team in New York. While Ross was out in the States, he 
did some proper on-the-ground due diligence visiting some of their stores. And the company has 
also given us access to the CEO in one-to-one meetings, including a recent conversation, which 
was all around his motivations and management style and trying to get a better understanding, 
ultimately, of what makes him tick. This is a business where we feel we've learned a lot more about 
it, our understanding's better, and it's a business that we really admire. However, for the time being, 
we still consider this [is] one where the valuation is quite challenging, doesn't leave a lot of room for 
error, and it's one where there's no action right now, we're just waiting for a better opportunity to 
invest for our clients.  

SP: Thank you. 

So now we're entering the fourth quarter. Equity markets are quite optimistic after the rate cuts 
[and] after the Chinese stimulus. What is your outlook for the rest of the year?  
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LB: So, we try not to take a strong view on macro matters. It's really difficult to forecast. And 
ultimately, I'd rather focus on what we feel we can do best, which is concentrating on the 
fundamentals and working more on building conviction in existing names and finding new ideas. 
However, what I would say is the past quarter and all the volatility that that has entailed has really, I 
think, shown the benefit of having a well-diversified, well-balanced portfolio. 

SP: Thank you, Lucy, for this update. Three key messages for me. The first one is that headline 
returns, which were broadly flat, masked quite a lot of volatility. The second key message is that 
although turnover was quite low, there's a lot of research being done by the team. And the third 
message is that the spike in volatility in August shows again the importance of maintaining a well-
diversified portfolio. Thank you, Lucy, for your time and thank you everyone for joining. 
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Global Income Growth (including Global Income Growth and Responsible Global 
Equity Income strategies) 

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

 2020 2021 2022 2023 2024 

Global Income Growth Composite 14.2 23.6 -18.2 19.6 23.9 

Responsible Global Equity Income Composite 14.6 24.0 -17.8 20.7 24.3 

MSCI ACWI Index 11.0 28.0 -20.3 21.4 32.3 
 

Annualised returns to 30 September 2024 (net%) 

 1 year 5 years 10 years Since inception 

Global Income Growth Composite 23.9 11.3 9.1 - 

Responsible Global Equity Income Composite 24.3 11.9 - 13.5* 

MSCI ACWI Index 32.3 12.7 9.9 14.0 

*Inception date: 31 December 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 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 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. 
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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. 
 


