
 

 



02

 

          

          

          

          

          

          

          

          

          

          

      

      

      

      

      

      

      

      

      

      



03

 

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      

      



04

 



05

 

 

   

   

   

   

   



 06

 

 

Market environment  

Plus ça change, plus c’est la même chose.The more 

things change, the more they stay the same. After the 

short-lived market swoon following the drama of the 

‘Liberation Day’ tariff announcements by President 

Trump back in April, the market environment over the 

most recent quarter has a distinctly familiar feel to it. 

Markets continue to rally, with the MSCI ACWI index 

reaching new all-time highs, led by artificial intelligence 

(AI) enthusiasm and the beneficiaries of the buildout of 

the associated datacentre infrastructure.   

Performance   

One company demonstrating the potential of new AI 

tools is AppLovin, the US-based advertising platform for 

mobile apps and one of the top contributors to 

performance over the quarter. AppLovin’s proprietary AI-

powered recommendation engine, AXON, is turbo-

charging annual sales growth of over 70%, with 

profitability growing even faster. With its scale, advanced 

AI capabilities, and disciplined execution, AppLovin is 

increasingly positioned as a leading global performance 

advertising platform, and the market continues to reward 

that strength.  

Medpace, a company which designs and conducts 

clinical trials on behalf of smaller biotechnology 

companies, was a new purchase during the quarter and 

another of the top contributors to performance. As the 

funding environment for biotechs has become more 

challenged over recent years, the number of active 

clinical trials being conducted has fallen, causing 

Medpace’s growth to slow. Behind this lull, however, the 

pace of radical innovation in drug discovery has 

continued, creating a pent-up demand for Medpace’s 

services. Hints that this recovery is starting to come 

through saw the share move sharply higher over the 

quarter. Our thesis is that this is likely just the start of a 

multi-year recovery.  

Shopify, the ecommerce software giant, also 

contributed positively to performance as it reinforced its 

position as the operating system for modern retail. 

Results showing broad-based growth and particularly 

strong momentum in Europe, where Gross Merchandise 

Value (GMV) rose over 40 per cent last quarter. This 

acceleration highlights the portability of its model 

beyond North America and the strength of its global 

value proposition. Larger brands are increasingly 

adopting Shopify's modular components, while smaller 

merchants benefit from its integrated stack that lowers 

friction and boosts conversion. By unifying online and 

offline channels through point-of-sale, Shopify is building 

an ecosystem where scale, efficiency, and an expanding 

footprint reinforce one another, further cementing its 

leadership.  

Detracting from performance, Elevance Health, the 

US health insurance provider, continues to face the 

challenge of rising medical costs, especially in its 

Medicaid and Affordable Care Act plans, which recently 

forced the company to cut its profit outlook. 

Membership losses from Medicaid redeterminations are 

adding to the pressure, while state reimbursement rates 

have been slow to adjust to higher expenses. With the 

stock trading at depressed levels due to these 

headwinds, we believe the market is overlooking the 

long-term value of Elevance’s scale and critical 

integration in the US health system.  

Another healthcare related business, Novo Nordisk, 

the maker of weight-loss drug Wegovy, was also among 

the largest detractors from relative returns. Novo cut its 

2025 sales growth guidance from 17% to 11% due to 

copycat GLP-1 treatments and competitive pressure 

from Eli Lilly. While sentiment was also affected by a 

change in CEO, we see parallels with past downturns, 

such as 2016, when disciplined execution ultimately 

restored the company to growth. With the valuation now 

below 2016 levels, we believe prospects for a share 

price recovery are strong.   

Edenred, the corporate benefits administrator, faced 

regulatory uncertainty in France and Brazil, with 

proposed reforms around digitalisation, voucher usage, 

and merchant fees weighing on sentiment. However, the 

feared cap on merchant fees now looks unlikely. Growth 

has also been unaffected as the company continues to 

benefit from structural drivers such as hybrid working 

and wellbeing initiatives. With digital penetration above 

90% and sticky relationships with 60 million users and 

two million merchants, Edenred’s scale advantages also 

remain intact.  
 

Stewardship   

During the quarter, we engaged with internet 

infrastructure company Cloudflare on both climate 

issues and strategic innovation in AI. On climate, we 

heard that Cloudflare plans to disclose Scope 3 

emissions in its next ESG report and set Science-Based 

Targets in 2025. As the role of AI increases demand for 

data centre energy, meeting these targets may become 

more challenging, however, and we will monitor 

Cloudflare's progress. We also discussed Cloudflare’s 

new AI paywall initiative, which is designed to help 

publishers monetise access by AI crawlers (automated 

bots that scrape online content to train AI models). With 

its infrastructure already fronting around one-fifth of 

global web traffic, Cloudflare is well placed to develop 

this (and other) new revenue streams, and to shape 

emerging standards that differentiate between AI crawls 

and traditional search.  

We also met with ecommerce software provider 

Shopify’s Chief Executive Officer, Tobi Lütke, to assess 

the company’s strategy and execution. Management 

highlighted consistent growth across key metrics, 

supported by its pivot to an asset-light model and 

renewed focus on core commerce infrastructure. AI 

remains a central theme, particularly in agentic 

commerce, where AI-driven journeys complete 

purchases on behalf of consumers. Shopify has also 

overhauled its checkout process, balancing compliance 

requirements with merchant flexibility, and launching 

tools to strengthen discovery. The engagement 

confirmed our conviction in Shopify’s ability to innovate 

and capture growth as global commerce evolves.  
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Notable transactions   

Over the quarter, the fund added four new names. These 

are MSCI, the leading provider of financial markets 

infrastructure including global equity indices and risk 

analytics, Medpace, mentioned earlier, The Ensign 

Group, the operator of skilled nursing and assisted living 

facilities and Coinbase, the leading US-based digital 

asset platform. These purchases were funded by the 

sales of Genmab, Atlas Copco, UnitedHealth, Soitec and 

Entegris.   
 

Market Outlook  

The outperformance of US markets, and their resulting 

dominance in global indices, has now been entrenched 

for so long - over fifteen years - that it’s started to feel 

like a law of nature. However, much market commentary 

is focused on asking whether this divergence may be 

about to reverse. We would like to reframe the question. 

What matters to us is not the aggregate level of 

valuations in any individual market, but the qualities and 

characteristics of the companies available to us on a 

global basis, wherever they happen to be listed.   
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https://www.bailliegifford.com/en/global/all-users/about-us/responsible-investment/
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