
This update is solely for the use of professional investors and should not be relied upon by any other person.  
It is not intended for use by retail clients. 

May 2022

The Possibilist
Our head of Emerging Markets, Will Sutcliffe, has recently 
written a paper entitled ‘The Possibilist’.  We hope this is 
timely, as he writes about where EM investors may find 
optimism amidst a torrent of negativity. We’d encourage 
you to read this, here.

The paper tackles several critical topics pertinent to 
emerging markets, from capital flows to demographics, 
from net zero opportunities to innovation outside of China. 
We hope this leaves readers, who may be understandably 
questioning the attractiveness of EM, with a view that the 
next decade will be much better than the last.

Here are a selection of the important contentions from 
the paper, all of which are expanded on within.

Consider the market’s current obsession with rising inflation 
and interest rates, and the perception that this must be a 
disastrous thing for EM. Every EM crisis in the last 40 years 
has been associated with a rising federal funds rate, a 
dramatic tightening of liquidity, and massive capital 
outflows. It is lesser spoken however, that on the other 
hand, there have been just as many occasions – the early 
1970s, or the early 2000s, for example – when rising US 
interest rates caused barely a ripple in EM. We need to look 
at fundamentals, not blindly regurgitate market dictums.

Consider too the question on whether we’re hurtling 
towards a deglobalized world with more definite 
economic blocs. The verdict of many commentators is 
that EM – as the biggest prior beneficiaries of 
globalisation – will be those most challenged by its 
reversal. We don’t wish to trivialise this debate: 
geopolitical shifts can be unsettling, and as we have seen 
this year, the costs of miscalculation can be horrific. But 
we must also be wary of dangerous oversimplification. 
And for stock pickers in EM, the idea of self-sufficiency, 
billion-plus home markets, and growing evidence that 
homegrown companies can capture demand previously 
exploited by multi-nationals listed elsewhere, will 
continue to provide long-duration growth opportunities.

We’ve spent a lot of time talking about China with clients 
in the past year – in short, we think there’s a lot about 
President Xi’s agenda that makes sense in the context of 
the country’s broader developmental goals. While we 
continue to think hard about the implications and remain 

mindful of the risks of unintended consequences, we 
expect there will still be plenty of investment 
opportunities aligned with that agenda. But there’s a 
bigger story at play: China is no longer the only game in 
town. Indeed, one of the most encouraging 
developments over the last year or two is the variety of 
interesting and differentiated businesses from India, 
Brazil, Indonesia and beyond that have come onto our 
radar screen. The emergence of new and innovative 
companies in parts of the world that have historically not 
been known for their corporate dynamism is the big story 
that no one is paying nearly enough attention to. Yet it’s 
the one that matters most for the longer-term health of 
the asset class.

https://www.bailliegifford.com/en/emerging-markets/ic-article/2022-q2-emerging-markets-the-possibilist-10010014/
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Important information and risk factors
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 was produced and approved in May 2022 
and has not been updated subsequently. It represents views 
held at the time of writing and may not reflect current thinking.

All investment strategies have the potential for profit and loss, 
your or your clients’ capital may be at risk. Past performance is 
not a guide to future returns. 

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.

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) Limited 
provides investment management and advisory services to 
European (excluding UK) clients. It was incorporated in Ireland 
in May 2018. Baillie Gifford Investment Management (Europe) 
Limited 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. Baillie Gifford 
Investment Management (Europe) Limited is also authorised in 
accordance with Regulation 7 of the AIFM Regulations, to 
provide management of portfolios of investments, including 
Individual Portfolio Management (‘IPM’) and Non-Core 
Services. Baillie Gifford Investment Management (Europe) 
Limited has been appointed as UCITS management company 
to the following UCITS umbrella company; Baillie Gifford 
Worldwide Funds plc. Through passporting it has established 
Baillie Gifford Investment Management (Europe) Limited 
(Frankfurt Branch) to market its investment management and 
advisory services and distribute Baillie Gifford Worldwide Funds 
plc in Germany. Similarly, it has established Baillie Gifford 
Investment Management (Europe) Limited (Amsterdam Branch) 
to market its investment management and advisory services 
and distribute Baillie Gifford Worldwide Funds plc in The 
Netherlands. Baillie Gifford Investment Management (Europe) 
Limited also has a representative office in Zurich, Switzerland 
pursuant to Art. 58 of the Federal Act on Financial Institutions 
(‘FinIA’). The representative office is authorised by the Swiss 
Financial Market Supervisory Authority (FINMA). The 
representative office does not constitute a branch and therefore 
does not have authority to commit Baillie Gifford Investment 
Management (Europe) Limited. Baillie Gifford Investment 
Management (Europe) Limited 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 and a Type 2 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.
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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 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.




