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All investment strategies have the potential for profit and loss,
your or your clients’ capital may be at risk.

We’re not satisfied with the existing analysis of the LTGG portfolio’s carbon credentials. This might
seem a strange thing to say given that the environmental metrics paint a strikingly positive picture
of the portfolio.

For instance, $1 million invested in the LTGG portfolio equates to two tons of carbon dioxide
emissions versus 133 tons if the same sum were invested in the MSCI ACWI index. By this metric,
the LTGG portfolio is 66 times ‘cleaner’ than the index. The portfolio is also many multiples more
carbon efficient (per $1 million of sales) relative to the index, and all LTGG holdings are less
pollutive than their industry peers.

All of this sounds wonderful, especially when one considers that LTGG is neither an ESG nor an
impact investing strategy.

And yet we take little comfort from this sort of environmental analysis. Why? Because despite being
used throughout the financial industry, it is far from being a complete picture and subject to many
questionable assumptions.

For a start, carbon footprint analysis refers only to emissions generated by activities under the
companies’ direct ownership and control (Scope 1) and by indirect emissions from companies’
electricity use (Scope 2). It entirely omits the often far greater emissions generated throughout their
value chains (Scope 3).

Moreover, the Scope 1 and 2 data is very often estimated and unverified. A portfolio’s credentials
may also be very different depending on its current size, the level of data availability, the constituent
companies and the methodology used.

Enter Professor Mike Berners-Lee.

Based at Lancaster University’s Environment Centre and author of several books on the observable
facts of climate change', Mike is on a mission to tame the unruly Wild West of carbon assessment.
His goal is nothing less than a “joined-up big picture of everything required for human adaptation to
the Anthropocene [epoch].”

1. These include the bestsellers There Is No Planet B and How Bad Are Bananas?
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This is the level of ambition and scrutiny we require for LTGG. Unsurprisingly, our first conversation
with Mike late last year ranged from technology to consumerism to company engagement to the
fundamental role of the corporation, to broader concepts of trust and truth. Whether it’s Amazon or
Alphabet, Illumina or Inditex, we know that all these companies stand to be affected in very different
ways by climate change — for better and/or for worse. What might be the material environmental
risks we should consider for different stocks over the coming decade?

In Mike’s view, consumers will need to renegotiate their relationship with technology if we are to
limit climate change to an increase of 1.5C. While many technologies are aimed at making our lives
easier, ‘hidden’ frictions are building up.

For example, he estimates that every hour of Netflix’s standard online streaming generates around
1-1.5 kilos of CO2. That, of course, adds up to a lot, considering there are over 167 million Netflix
subscribers, with the average user spending a couple of hours a day on the service. Even more
strikingly, Mike estimates that ultra-high definition video streaming could be as much as 10 times
more carbon-intensive.

We have invited Mike to challenge our LTGG investment theses and spot what we might be missing.
As a first step, he is reviewing the LTGG portfolio and will share his preliminary observations and
questions with us in the coming months. He will also join our ‘Navigating Noise’ digital series that
begins on 21 May to share his views.

This relationship is still nascent and experimental. But rather than simply accept the dismally
inadequate carbon assessment status quo, we are hopeful that such links can provide us with far more
comprehensive and meaningful insights into the risks and opportunities for the LTGG portfolio. Such
knowledge will equip us for a world where the cost of carbon is better understood.

SCOPING AMAZON: MEASURING A GIANT’S IMPACT

Amazon’s Scope 1 emissions arise Amazon’s Scope 2 emissions Amazon’s Scope 3 emissions
from fossil fuels and refrigerants come from its electricity use, which  include operating expenses,

used in the company’s direct in 2018 is reported as 4.71 million business travel, Amazon-branded
operations. In 2018, this came to metric tons of CO,e. manufacturing, the use-phase

4.98 million metric tons of carbon of products, end-of-life product
dioxide equivalent (CO.e). disposal, third-party transportation,

packaging, upstream energy

use, capital goods, and lifecycle
emissions from customer trips

to Amazon’s physical stores. In
2018, the company reported these
emissions as 34.71 million metric
tons of CO.e.

Source: https://sustainability.aboutamazon.com/carbon-footprint
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IMPORTANT INFORMATION AND RISK FACTORS

The views expressed in this article are those of the author and should not be considered as advice
or a recommendation to buy, sell or hold a particular investment. They reflect personal 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 April 2020 and has not been updated
subsequently. It represents views held at the time of writing and may not reflect current thinking.

Potential For Profit And Loss

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.

Stock Examples

Any stock examples and images used in this article are not intended to represent recommendations to
buy or sell, neither is it implied that they will prove profitable in the future. It is not known whether
they will feature in any future portfolio produced by us. Any individual examples will represent only
a small part of the overall portfolio and are inserted purely to help illustrate our investment style.

This article contains information on investments which does not constitute independent research.
Accordingly, it is not subject to the protections afforded to independent research 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 article 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.

Hong Kong

Baillie Gifford Asia (Hong Kong) Limited #12&aEi () A BRZAF] is wholly owned by

Baillie Gifford Overseas Limited and holds a Type 1 licence 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
FARETEYN (FF#E) A5 BR/AT] can be contacted at Room 3009-3010, One International Finance Centre,
1 Harbour View 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.



— Baillie Gifford April 2020

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

This material is provided on the basis that you are a wholesale client as defined within s761G of the
Corporations Act 2001 (Cth). Baillie Gifford Overseas Limited (ARBN 118 567 178) is registered
as a foreign company under the Corporations Act 2001 (Cth). It is exempt from the requirement to
hold an Australian Financial Services License under the Corporations Act 2001 (Cth) in respect of
these financial services provided to Australian wholesale clients. Baillie Gifford Overseas Limited is
authorised and regulated by the Financial Conduct Authority under UK laws which differ from those
applicable in Australia.

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 Overseas Limited is registered with the SEC in the United States of 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.

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
and is authorised by the Central Bank of Ireland. Through its MiFID passport, 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. Baillie Gifford Investment Management (Europe) Limited is a wholly owned subsidiary of
Baillie Gifford Overseas Limited, which is wholly owned by Baillie Gifford & Co.
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