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Edinburgh street performers provide a distraction from the noise of financial markets.

Market timing

We often extol the virtues of our main office being in Edinburgh,
away from the noise of traditional financial centres. The noise
increases a little in August as street performers, musicians,
comedians, and writers descend on our doorstep as the world’s
largest arts festival comes to town, but that often comes as a
helpful distraction from the distant din of financial markets.

During periods of market volatility, it is essential to reflect on
and debate the long-term potential of the companies we hold
on your behalf. Knee-jerk reactions are rarely productive,
especially when most news is created to sensationalise. As one
of our now retired partners previously wrote in an aptly titled
paper ‘How to invest in equities and stay sane’, most
information is irrelevant and can be safely disregarded. Some
information is altogether misleading, and much is completely
ignored although potentially of value. He highlighted that on
18th April 1930, a BBC announcer solemnly announced over
the radio at 20:45, that “there was no news today”. Those days
are long gone.

However, we must not seem insular, desensitised to every piece
of news that appears, as many will come with a signal. There
are examples where investment cases are not materialising as
we would like (Peloton, Beyond Meat, Alibaba), but this is the
case in all market environments, not unique to now. With others,
we are building confidence in the investment case and
developing relationships with management (Adyen, Roblox,
The Trade Desk), so it is too early to judge their true long-term
potential.

Another cohort is the investment cases playing out
handsomely, with progress being reflected in share prices
(NVIDIA, Tesla, Hermeés). In others, operational progress
remains strong, but the share price seems to have other ideas
(Carvana, Shopify, Coupang). Case in point, one-third of the
names in the LTGG portfolio have greater than 50 per cent
year-over-year sales growth but have simultaneously dropped
by over 50 per cent in share price terms over the last year.

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.



Long Term Global Growth

This volatility shouldn’t come as a surprise; we operate in a
market with a cacophony of voices.

A pandemic, war, geopolitics, regulation, interest rates, and
inflation rates have all had to be digested simultaneously, so no
wonder the market seems in a funk. At times like this, we must
endure, although it may be painful to do so. We are not making
wholesale changes to the portfolio as the operational progress
suggests little need to. Nor are we inclined to engage in
unnecessary tinkering. Instead, and as usual throughout our
18-year LTGG history, expect any trading to reflect our ongoing
fundamental research.

In a recent memo called ‘Selling Out’, investor Howard Marks
asked, “Why sell something you think has a positive long-term
future to prepare for a dip you expect to be temporary?”

He highlighted that you could get it wrong in three ways: first,
the decline may not occur, so you miss out on the ensuing
gains; second, if it does happen, you must figure out when to
buy back in; and third, if you do sell, you must decide what to
do with the proceeds while waiting for the dip to occur. In LTGG,
we do not attempt to time the market. We do not believe this is
where our skills lie, and besides, there are very few occasions to
do so profitably.

So, what are our investors doing right now? They are doing
what they do best: meeting and researching companies and
firmly focusing on their long-term opportunities. For example,
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Robert Wilson, one of your LTGG decision-makers, is just back
from the west coast of the US after meeting with holdings
Carvana, Cloudflare, NVIDIA and Affirm. More trips are in the
diary and we have a goal to meet every holding in the portfolio
in person this year.

Jensen Huang at NVIDIA continues to steer the business with
aplomb, so we are revisiting the company’s upside potential
from here. Robert probed Affirm’s CEO, Max Levchin, on the
inflationary environment, to which he replied, “Inflation robs you
of your spending power, and we bring it back.” The current
market environment may prove challenging for Affirm, but the
upside opportunity remains huge if things go right.

Carvana continues to invest for the future. We see our thesis of
a vast addressable market, a compelling customer proposition
and a growing competitive gulf continuing to play out well. This
is at odds with the share price, given the market’s current
aversion to ‘growth’. Meanwhile, Cloudflare has grown its sales
by over 50 per cent each year over the past five years. We
believe the major architectural shift in how enterprises address
security, performance, and reliability in their networks will
provide a tailwind for its growth for many years to come.

In LTGG, volatility remains a precondition for producing
differentiated returns over the long term. Market timing will
continue to be a game we don’t wish to play.
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Important information and risk factors

Annual Past Performance to 31 March Each Year (Net %)

2018 2019 2020 2021 2022

Long Term Global Growth Composite 40.7 8.4 10.7 104.4 -18.1
Annualised returns to 31 March 2022 (Net %)

1Year 5Years 10 Years Since Inception

Long Term Global Growth Composite

-18.1

231 18.0 13.3

Source: Baillie Gifford & Co. USD.

Past performance is not a guide to future results. Changes in the investment strategies, contributions or withdrawals may materially alter the
performance and results of the portfolio. All investment strategies have the potential for profit and loss.

Risk factors

The views expressed in this article are those of the authors 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.

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, but is
classified as advertising under Art 68 of the Financial Services
Act (‘FIinSA’) 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.

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

Important information

Baillie Gifford & Co and Baillie Gifford & Co Limited are
authorised and regulated by the Financial Conduct Authority
(FCA). Balillie 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 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
(“FinlA”). It does not constitute a branch and therefore does not
have authority to commit Baillie Gifford Investment
Management (Europe) Limited. The firm is currently awaiting
authorisation by the Swiss Financial Market Supervisory
Authority (FINMA) to maintain this representative office of a
foreign asset manager of collective assets in Switzerland
pursuant to the applicable transitional provisions of FinlA.
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.
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Hong Kong

Baillie Gifford Asia (Hong Kong) Limited #fi& 25 (7 #5) A FRA T
is wholly owned by Baillie Gifford Overseas Limited and holds
aType 1 and a Type 2 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 #2&aa 0 () AR R 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.

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 document 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
document be made available to a ‘retail client’ within the
meaning of section 761G of the Corporations Act.

This document 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.

BAILLIE GIFFORD

Calton Square, 1 Greenside Row, Edinburgh EH1 3AN
Telephone *44 (0)131 275 2000 / bailliegifford.com

Copyright © Baillie Gifford & Co 2015.

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 document is
only intended for those categories of Israeli residents who are
qualified clients listed on the First Addendum to the Advice Law.

Oman

Baillie Gifford Overseas Limited (‘BGQO’) neither has a registered
business presence nor a representative office in Oman and
does not undertake banking business or provide financial
services in Oman. Consequently, BGO is not regulated by either
the Central Bank of Oman or Oman’s Capital Market Authority.
No authorization, licence or approval has been received from
the Capital Market Authority of Oman or any other regulatory
authority in Oman, to provide such advice or service within
Oman. BGO does not solicit business in Oman and does not
market, offer, sell or distribute any financial or investment
products or services in Oman and no subscription to any
securities, products or financial services may or will be
consummated within Oman. The recipient of this document
represents that it is a financial institution or a sophisticated
investor (as described in Article 139 of the Executive Regulations
of the Capital Market Law) and that its officers/employees have
such experience in business and financial matters that they are
capable of evaluating the merits and risks of investments.

Qatar

The materials contained herein are not intended to constitute
an offer or provision of investment management, investment
and advisory services or other financial services under the
laws of Qatar. The services have not been and will not be
authorised by the Qatar Financial Markets Authority, the Qatar
Financial Centre Regulatory Authority or the Qatar Central
Bank in accordance with their regulations or any other
regulations in Qatar.
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