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Market environment  

The UK equity market rose this quarter along with 
most major indices, albeit the gains are far from 
uniform and certain sectors have faced more 
pressure. Companies exposed to UK housing or 
discretionary consumer spending have lagged, for 
example. We’ve also seen various cyclical industrial 
companies reporting weaker results with higher costs 
and lower customer activity. In some cases, we 
believe their valuations have presented attractive 
opportunities to add new positions to the Fund as 
detailed below. 

Emerging Markets performed strongly in part due to 
the artificial intelligence (AI) tailwind. Major 
beneficiaries included semiconductor companies and 
Chinese big tech, which this Fund is positively 
exposed to. 

 

Performance  

The fund generated a positive absolute return, but 
underperformed its benchmark.  

Two of the largest detractors were Hikma 
Pharmaceuticals and Rightmove. Hikma is a UK-
listed leader in branded and generic drugs and high-
margin injectables (painkillers, anaesthetics and 
related products). Its results have been solid this year, 
but shares have been a little volatile and took another 
leg down this quarter. Hikma’s management has 
reiterated its guidance towards steady growth this 
year and the company is investing for long-term 
growth. However, the market appears nervous about 
short-term pressures on margins in its important 
injectables division due to cost inflation, competition 
in certain products and currency headwinds. We think 
this is overly harsh and the shares are lowly rated. 

UK property platform Rightmove has performed well 
this year, but its shares fell in the quarter. Its first-half 
results were healthy but the company noted that 
growth in the second half of the year would be lower 
year-on-year due to a record period last year. It may 
be that investors are factoring in a softer property 
market and there is speculation that changes to 
property taxes might feature in the UK’s forthcoming 
budget. We remain confident in Rightmove’s 
dominant position and ability to leverage its strong 
platform for future growth.    

Several of the largest index constituents which are 
not held in the Fund performed well. The decisions 
not to hold HSBC, Rolls-Royce and BP detracted 
from performance on a relative basis.  

The top contributor to performance was Just Group. 
The UK retirement income provider received a 
takeover offer from Canada’s Brookfield. The £2.4bn 
deal valued Just Group at around 70% above its 
prevailing market value (and approximately 30% 
above its highest share price in the past 12 months). 

It is pleasing to see our confidence in its growth 
prospects being recognised. 

Japanese investment holding company SoftBank 
continued to benefit from investor enthusiasm around 
its exposure to artificial intelligence, anchored by its 
90% stake in British semiconductor designer, Arm 
and a significant holding in US AI leader, OpenAI. 
Both positions sit at the core of the AI revolution, 
driving a sharp re-rating of Softbank’s shares. Our 
September meeting with CFO Goto-san reinforced 
how determined SoftBank is to remain central in 
shaping this epochal shift. 

Canadian company Shopify is building digital 
infrastructure to make commerce better for everyone. 
The business delivered another strong quarter, 
consistent with its long-term growth trajectory. Both 
merchant and subscription revenues grew solidly, 
reflecting deeper engagement and broader adoption 
across its platform. Merchants are increasingly reliant 
on Shopify’s tools, with value-added services such as 
payments, logistics, and advertising continuing to 
outpace subscription growth. With around 10% of US 
e-commerce flowing through the platform, there is 
scope for continued rapid growth. 

 

Notable transactions  

The jump in share price of Just Group following the 
announcement of its takeover bid allowed us to trim 
the holding and invest in some existing UK holdings 
where we see strong potential.  

We added to holdings where recent share price 
weakness has presented opportunities. Bunzl, the UK 
food packaging and catering business, issued a profit 
warning earlier this year due to issues in its US 
business. Its shares fell sharply, but we have taken 
confidence from its turnaround strategy.  

We have also added to some small positions as our 
confidence in their prospects has increased. British 
online card retailer Moonpig was one, as we believe it 
can continue winning new customers and use its 
scale and strong brand to increase order value 
through product innovation and smart use of data.  

The Fund purchased Baltic Classifieds, an online 
classifieds business operating mainly in Lithuania and 
Estonia. It is a company we know well, being held in 
other Baillie Gifford Funds, and a recent visit to 
Lithuania to meet the management team reaffirmed 
our confidence in its prospects. It has a strong 
competitive advantage as the dominant incumbent 
with potential to deliver attractive revenue growth for 
many years. 
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Market Outlook 

Strong fundamentals support confidence in the 
growth outlook for the Fund. Companies in the UK 
and Worldwide Equity Fund have higher forecast 
earnings than the index, are less indebted and are 
spending more on research and development. 
Although the market environment continues to adapt 
to a higher rates environment, we have conviction in 
the ability of management teams to innovate through 
change and deliver growth. 
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https://www.bailliegifford.com/en/uk/institutional-investor/esg/
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