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This document 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.
Important Information and Risk Factors
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 Overseas Limited is authorised and regulated by the
Financial Conduct Authority.
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 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 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.
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.
Persons resident or domiciled outwith 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.
This document 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 based on a representative portfolio, new
client portfolios may not mirror the representative portfolio
exactly. As at 30 September 2022, in US dollars and sourced
from Baillie Gifford & Co unless otherwise stated.

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
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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.

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.

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.

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 document 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.

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.

Past Performance
Past performance is not a guide to future returns. Changes in
investment strategies, contributions or withdrawals may
materially alter the performance and results of the portfolio.
Material market or economic conditions will have an
impact on investment results. The returns presented in this
document are gross of fees unless otherwise stated and reflect
the reinvestment of dividends and interest.
Historical performance results for investment indexes
and/or categories, generally do not reflect the deduction of
transaction costs and/or custodial charges or the deduction of
an investment management fee, the incurrence of which would
have the effect of decreasing historical performance results.
It should not be assumed that recommendations/
transactions made in the future will be profitable or will equal
performance of the securities mentioned.

Potential for Profit and Loss
All investment strategies have the potential for profit and loss.

Stock Examples
Any stock examples, or images, used in this paper 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. A full list of portfolio
holdings is available on request.

Financial Intermediaries
This document 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.

Executive Summary
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Product Overview
Europe ex UK is a regional equity strategy that aims to generate positive long-term total returns through investment in continental
Europe and the Republic of Ireland. We believe the European equity markets offer active managers a broad selection of highquality companies capable of delivering attractive and sustainable earnings growth for shareholders.

Risk Analysis
Key Statistics
Number of Holdings

43

Typical Number of Holdings

30-50

Active Share

92%*

Annual Turnover

31%

*Relative to MSCI Europe ex UK Index. Source: Baillie Gifford & Co, MSCI.

Volatility has continued to impact European equity
share prices
With the increase to both interest rates and the
equity risk premium, growth equities have
underperformed significantly
Taking a long-term perspective, these periods can
provide opportunities to take advantage of
disconnects between perception and reality

Key Facts
Assets under management and advice
Number of clients
Number of employees
Number of investment professionals

$254.0bn
846
1820
385

Commentary

For much of the past decade, the investment airwaves
have been dominated by talk of innovative companies,
technologies, and inspirational founders. In Europe,
we have seen genuinely high-growth companies such as
Adyen and Delivery Hero emerge, beginning a process
of transformation for our opportunity set. Recently,
though, you could be forgiven for thinking that these
companies’ growth runways are short and their financial
futures tenuous. Share prices, particularly among growth
equities, have fallen precipitously. Instead of the
companies of tomorrow, it is the companies of yesteryear
which have come back into vogue, with investors prizing
oil companies and fleeing to the perceived safety of
consumer staple conglomerates. Markets are increasingly
being driven by the pronouncements of central banks and
the uncertainty they have been sowing. This hardly paints
a picture of optimism. Rather than declaiming this period
as the product of short-sighted peers or simply poor
analysis, we want to use this edition of our investor
letter to discuss the mechanics driving such volatility.
Exceeding or disappointing expectations can have a
big effect on markets, particularly in the case of a negative
surprise. Consider the effect on markets caused by the
persistence and continued worsening of ‘unexpected’
inflation. The result has been heightened uncertainty,
manifested in a higher equity risk premium.
The inability to control inflation has also led to central
banks hiking interest rates more regularly and to a greater
degree than many initially expected. This has prompted
much volatility. We now have a curious situation where
the interest rate and the equity risk premium have risen
significantly at the same time. Usually, we would expect
that amid a recession, the equity risk premium will rise
while the interest rate will fall as monetary policymakers
seek to stimulate the economy. This has become a perfect
storm for growth companies, with a higher proportion of
their cash flows due to be generated further into the future.
The higher the cost of capital or discount rate, the lower
the value of those far-out cash flows.
We can think of this valuation de-rating as a reset
in expectations. Share prices imply that companies are
required to deliver much less to justify their current share
prices. A recent reverse discounted cash flow analysis,
also known as price-implied-expectations analysis,
identified that to justify its current price, payments
company Adyen must deliver a 13 per cent revenue
compound average growth rate over the long term and
merely maintain its margins. This is far lower than what
was required a year prior when the share price was
around 40 per cent higher.
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The decline in share price and expectations do not
mean that Adyen’s long-term potential has changed.
In fact, its growth runway remains robust. The company,
which enables its customers to process payments more
cheaply and quickly, processed over €500bn in payments
in 2021, an impressive figure but one which represents just
2 per cent of global card transactions. The opportunity for
Adyen is vast. We believe the company can generate
revenue growth far greater than its share price currently
implies and even expand margins over time. In other
words, Adyen’s valuation has become materially more
attractive. This is just one example, but it is a common
theme which runs across the portfolio.
We increasingly believe that investor expectations
do not reflect the changes to competitive dynamics caused
by the change in economic conditions. Higher interest
rates and a scarcity of capital will likely encourage
consolidation across industries and companies to exit
markets they are losing in. This favours companies with
strong competitive advantages and resilient balance sheets,
which happen to be the companies we seek to invest in.
In September, Cazoo announced it will be exiting
the European market to focus on the UK, thereby
strengthening the portfolio holding AUTO1’s
competitive position. Meanwhile, Scandinavian Airlines
sought bankruptcy protection in July, which is to
Ryanair’s benefit. Admittedly, it will take time for the
companies in the portfolio to realise the benefits of better
competitive positions, which may be why the broader
market has herded into safer harbours and energy stocks.
However, as Michael Mauboussin and Al Rapaport
highlight in Expectations Investing:

“The way astute investors can earn
superior returns is by anticipating shifts
in a company’s competitive position,
and the resulting changes in cash flows
that the current stock price does not reflect.”
We think these shifts are already underway across
a range of industries.

Commentary

While competitive positions may improve over the
long term, there may still be volatility ahead. Uncertainty
abounds, and we will likely still feel the effects of the
violent swings in sentiment seen of late. Volatility does
not necessarily infer risk, nor does it infer signal.
Over our long ownership of Atlas Copco, it has seen
multiple drawdowns of over 50 per cent, while ASML,
now a company worth close to €200bn, has experienced
a drawdown of over 75 per cent in the past 20 years.
Our ownership of both Atlas Copco and ASML has
resulted in significant returns to shareholders, and our
ability to be patient and focused on fundamentals has
been key to that. It is also important to turn volatility
and periods of weakness to an advantage, just as it
is for companies to seek to benefit from the change in
industry dynamics. We often speak of how only about
30 per cent of European companies double over rolling
five-year periods, but this masks the dynamic nature of
the underlying probabilities. Sometimes it’s easier to find
stocks that hit our hurdle of a doubling in value over five
years; other times, it’s harder.
It was much more difficult in the summer of last year,
but given the recent selloff, the assumptions required of
company fundamentals are significantly less extreme.
Today is a much better starting point. For that reason,
throughout the year, we have been reinvesting in
companies with long growth runways that have sold off
significantly to take advantage of those weaker valuations
rather than turning over our portfolio to manage for the
next few quarters. Exiting companies which have sold off
is tempting, but we would agree with Peter Lynch’s
statement:

“People who exit the stock market to avoid
a decline are odds-on favourites to miss the
next rally.”
We cannot be sure what the catalyst will be in the near
future to prompt a turnaround in appetite for European
growth equities or even the companies we own.While
underperformance may continue for a time, we believe
that by continuing to apply our approach in a disciplined
manner, we will be able to produce the attractive returns
demanded of us over five and ten-year periods by our
clients. As ever, we can only thank our clients for their
ongoing patience and support.
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Performance
It’s certainly been a challenging year for all investors,
but it has been particularly hard for growth investors.
The drivers of underperformance have been quite
consistent from quarter to quarter as the market’s dislike
for high-growth, technology-enabled companies has
continued. Many of these companies started from a high
valuation point and the speed with which a higher discount
rate has been incorporated has devastated these valuations.
Our largest detractors have included Zalando, Europe’s
largest online fashion marketplace; Delivery Hero, one of
the world’s leading online food delivery companies; and
Avanza Bank, Sweden’s leading online savings platform.
As with Adyen, its long-term growth prospects look
robust, even if the tenor of that growth has normalised
after the extreme surge in penetration over the pandemic
period. In the case of both Delivery Hero and Zalando,
their EV/Sales ratios have fallen by over 50 per cent and
70 per cent, respectively over the past year, an extreme
de-rating. But with expectations so low, we think they
look attractively valued for the long term.
There were some bright spots over the quarter. Prosus
saw its share price rally as it committed to reducing its
stake in Tencent to fund buybacks and address the largest
discount to net asset value at which its share price had
been trading. There was also strong performance from the
bioprocessing business Sartorius Stedim, which issued
strong results in July.
Portfolio changes
We were quite active over the quarter, adding three new
portfolio holdings, which we have considered in the past
but passed on due to higher valuations. With the market
environment having shifted, we were pleased to be
presented with an opportunity to buy them. The first of
these companies is Exor, the holding company of the
Agnelli family. Exor holds controlling stakes in Ferrari,
Stellantis, CNH Industrial and others. Chair John Elkann
is beginning to shift the portfolio towards higher growth
areas, such as luxury goods and healthcare, and has a
significant war chest ready to deploy at low valuations.
The prospect of investing in the company is only made
more attractive by the large discount to net asset value
at which it trades.

Commentary

We also took a holding in CRISPR Therapeutics,
a biotech company which, like Exor, has a large cash
position on its balance sheet. CRISPR was founded by
Emmanuelle Charpentier, one of two winners of the
Nobel Prize for Chemistry in 2020, for her work on gene
editing technology CRISPR-Cas9. CRISPR is relatively
further ahead in its commercialisation plans than its peers,
with progress being made on regulatory approval for its
sickle cell disease treatment. Success could spark a
flywheel effect which could see it apply this technology
to a wide variety of diseases. Its cash balance also gives
it a longer runway than its peers, giving it the potential
to outlast and outcompete rivals.
The final new position is Evotec, a German contract
research organisation (CRO) and drug discovery company.
Like all CROs, Evotec helps biopharma companies
manage the process of drug development in a more
efficient way. This is a service which has seen consistent
mid-teens growth over the past few years, something we
think will continue. Moving forward, something which
increases our attraction to Evotec is its ‘Innovate’
business which takes a share of ownership of the drug in
development, something which exposes the business to
the attractive asymmetric return potential of successfully
commercialised drugs.
To fund these new positions, we sold our holding in
FinecoBank, the Italian digital bank and online brokerage,
and reduced our position in Prosus. While we have respect
for FinecoBank, we have had weakening conviction that it
can meet our return hurdle of a doubling in value over five
years and therefore decided to exit the position in favour of
newer ideas. Prosus, the investment company, was reduced
as the position size had grown quite large and the upside
has narrowed thanks to the buyback programme, though it
remains our largest position.
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Performance - US Dollar
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Performance Objective
+2 to 3% p.a. gross of fees over rolling 5 year periods vs benchmark.
The performance target stated is aspirational and in no way guaranteed, nor is it intended to be precise,
and is not used for the purpose of determining or constraining the composition of the fund’s portfolio. We
believe it to be a reasonable estimate of the amount by which we can outperform the relevant benchmark
in the long term through the consistent application of our investment process, taking into account the
opportunity set and the characteristics of the markets in which the strategy invests. Performance may
vary between segregated accounts and pooled funds in different jurisdictions as each structure will bear a
different set of costs. A single performance target may not be appropriate for all vehicles in all
jurisdictions and for this reason our fund specific materials will often refer to ‘material’ outperformance of
a benchmark. Factors that may lead to Baillie Gifford failing to meet our investment performance
objectives in future include a significant change in market characteristics such that our growth investment
style is unrewarded for a period of time; or misjudgement of the prospects for long-term earnings growth
for a significant number of individual stocks in which we invest.
Periodic Performance
Composite Net (%)

Benchmark (%)

Difference (%)

3 Months*

-12.7

-9.9

-2.8

YTD*

-52.1

-31.2

-20.9

1 Year*

-51.7

-27.2

-24.5

3 Years

-2.8

-1.0

-1.9

5 Years

-2.5

-0.5

-2.0

10 Years

5.4

4.9

0.5

15 Years

3.0

1.1

1.9

20 Years

8.0

7.4

0.6

Since Inception

7.3

6.7

0.7

Annualised periods ended 30 September 2022. *Not annualised.
Inception date: 31 December 1989.
Figures may not sum due to rounding.
Benchmark is MSCI Europe ex UK Index (FTSE World Europe ex UK until 31 December 2016).
Source: StatPro, MSCI.
US dollars

Discrete Performance

Composite Net (%)
Benchmark (%)

30/09/1730/09/18

30/09/1830/09/19

30/09/1930/09/20

30/09/2030/09/21

30/09/2130/09/22

1.6

-5.4

52.6

24.5

-51.7

-0.7

0.9

5.1

27.0

-27.2

Benchmark is MSCI Europe ex UK Index (FTSE World Europe ex UK until 31 December 2016).
Source: StatPro, MSCI.
US dollars
Europe ex UK composite is more concentrated than MSCI Europe ex UK Index.

Performance – Euro
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Performance Objective
+2 to 3% p.a. gross of fees over rolling 5 year periods vs benchmark.
The performance target stated is aspirational and in no way guaranteed, nor is it intended to be precise,
and is not used for the purpose of determining or constraining the composition of the fund’s portfolio. We
believe it to be a reasonable estimate of the amount by which we can outperform the relevant benchmark
in the long term through the consistent application of our investment process, taking into account the
opportunity set and the characteristics of the markets in which the strategy invests. Performance may
vary between segregated accounts and pooled funds in different jurisdictions as each structure will bear a
different set of costs. A single performance target may not be appropriate for all vehicles in all
jurisdictions and for this reason our fund specific materials will often refer to ‘material’ outperformance of
a benchmark. Factors that may lead to Baillie Gifford failing to meet our investment performance
objectives in future include a significant change in market characteristics such that our growth investment
style is unrewarded for a period of time; or misjudgement of the prospects for long-term earnings growth
for a significant number of individual stocks in which we invest.
Periodic Performance
Composite Net (%)
3 Months*

Benchmark (%)

Difference (%)

-6.8

-3.8

-2.9

YTD*

-44.4

-20.1

-24.3

1 Year*

-42.9

-13.9

-29.0

3 Years

0.7

2.6

-2.0

5 Years

1.2

3.3

-2.0

10 Years

8.3

7.8

0.5

15 Years

5.6

3.7

2.0

20 Years

8.1

7.4

0.6

Since Inception

7.8

7.2

0.6

Annualised periods ended 30 September 2022. *Not annualised.
Inception date: 31 December 1989.
Figures may not sum due to rounding.
Benchmark is MSCI Europe ex UK Index (FTSE World Europe ex UK until 31 December 2016).
Source: StatPro, MSCI.
euro

Discrete Performance
30/09/1730/09/18

30/09/1830/09/19

30/09/1930/09/20

30/09/2030/09/21

30/09/2130/09/22

Composite Net (%)

3.4

0.8

41.9

26.0

-42.9

Benchmark (%)

1.1

7.5

-2.3

28.6

-13.9

Benchmark is MSCI Europe ex UK Index (FTSE World Europe ex UK until 31 December 2016).
Source: StatPro, MSCI.
euro

Performance - Sterling
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Performance Objective
+2 to 3% p.a. gross of fees over rolling 5 year periods vs benchmark.
The performance target stated is aspirational and in no way guaranteed, nor is it intended to be precise,
and is not used for the purpose of determining or constraining the composition of the fund’s portfolio. We
believe it to be a reasonable estimate of the amount by which we can outperform the relevant benchmark
in the long term through the consistent application of our investment process, taking into account the
opportunity set and the characteristics of the markets in which the strategy invests. Performance may
vary between segregated accounts and pooled funds in different jurisdictions as each structure will bear a
different set of costs. A single performance target may not be appropriate for all vehicles in all
jurisdictions and for this reason our fund specific materials will often refer to ‘material’ outperformance of
a benchmark. Factors that may lead to Baillie Gifford failing to meet our investment performance
objectives in future include a significant change in market characteristics such that our growth investment
style is unrewarded for a period of time; or misjudgement of the prospects for long-term earnings growth
for a significant number of individual stocks in which we invest.
Periodic Performance
Composite Net (%)
3 Months*

Benchmark (%)

Difference (%)

-5.0

-2.0

-3.0

YTD*

-41.9

-16.5

-25.4

1 Year*

-41.7

-12.1

-29.6

3 Years

0.4

2.4

-1.9

5 Years

1.2

3.2

-2.0

10 Years

9.4

8.8

0.5

15 Years

7.3

5.3

2.0

20 Years

9.9

9.2

0.7

Since Inception

8.5

7.9

0.7

Annualised periods ended 30 September 2022. *Not annualised.
Inception date: 31 December 1989.
Figures may not sum due to rounding.
Benchmark is MSCI Europe ex UK Index (FTSE World Europe ex UK until 31 December 2016).
Source: StatPro, MSCI.
sterling

Discrete Performance
30/09/1730/09/18

30/09/1830/09/19

30/09/1930/09/20

30/09/2030/09/21

30/09/2130/09/22

Composite Net (%)

4.5

0.1

45.5

19.4

-41.7

Benchmark (%)

2.2

6.8

0.2

21.8

-12.1

Benchmark is MSCI Europe ex UK Index (FTSE World Europe ex UK until 31 December 2016).
Source: StatPro, MSCI.
sterling

Performance – Canadian Dollar
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Performance Objective
+2 to 3% p.a. gross of fees over rolling 5 year periods vs benchmark.
The performance target stated is aspirational and in no way guaranteed, nor is it intended to be precise,
and is not used for the purpose of determining or constraining the composition of the fund’s portfolio. We
believe it to be a reasonable estimate of the amount by which we can outperform the relevant benchmark
in the long term through the consistent application of our investment process, taking into account the
opportunity set and the characteristics of the markets in which the strategy invests. Performance may
vary between segregated accounts and pooled funds in different jurisdictions as each structure will bear a
different set of costs. A single performance target may not be appropriate for all vehicles in all
jurisdictions and for this reason our fund specific materials will often refer to ‘material’ outperformance of
a benchmark. Factors that may lead to Baillie Gifford failing to meet our investment performance
objectives in future include a significant change in market characteristics such that our growth investment
style is unrewarded for a period of time; or misjudgement of the prospects for long-term earnings growth
for a significant number of individual stocks in which we invest.
Periodic Performance
Composite Net (%)
3 Months*

Benchmark (%)

Difference (%)

-7.0

-4.0

-2.9

YTD*

-47.9

-25.1

-22.8

1 Year*

-47.6

-21.1

-26.6

3 Years

-1.6

0.3

-1.9

5 Years

-0.6

1.4

-2.0

10 Years

9.0

8.5

0.5

15 Years

5.3

3.3

2.0

20 Years

7.3

6.6

0.6

Since Inception

7.9

7.2

0.7

Annualised periods ended 30 September 2022. *Not annualised.
Inception date: 31 December 1989.
Figures may not sum due to rounding.
Benchmark is MSCI Europe ex UK Index (FTSE World Europe ex UK until 31 December 2016).
Source: StatPro, MSCI.
Canadian dollars

Discrete Performance
30/09/1730/09/18

30/09/1830/09/19

30/09/1930/09/20

30/09/2030/09/21

30/09/2130/09/22

Composite Net (%)

5.0

-3.1

54.0

18.1

-47.6

Benchmark (%)

2.7

3.4

6.0

20.5

-21.1

Benchmark is MSCI Europe ex UK Index (FTSE World Europe ex UK until 31 December 2016).
Source: StatPro, MSCI.
Canadian dollars

Performance – Australian Dollar
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Performance Objective
+2 to 3% p.a. gross of fees over rolling 5 year periods vs benchmark.
The performance target stated is aspirational and in no way guaranteed, nor is it intended to be precise,
and is not used for the purpose of determining or constraining the composition of the fund’s portfolio. We
believe it to be a reasonable estimate of the amount by which we can outperform the relevant benchmark
in the long term through the consistent application of our investment process, taking into account the
opportunity set and the characteristics of the markets in which the strategy invests. Performance may
vary between segregated accounts and pooled funds in different jurisdictions as each structure will bear a
different set of costs. A single performance target may not be appropriate for all vehicles in all
jurisdictions and for this reason our fund specific materials will often refer to ‘material’ outperformance of
a benchmark. Factors that may lead to Baillie Gifford failing to meet our investment performance
objectives in future include a significant change in market characteristics such that our growth investment
style is unrewarded for a period of time; or misjudgement of the prospects for long-term earnings growth
for a significant number of individual stocks in which we invest.
Periodic Performance
Composite Net (%)
3 Months*

Benchmark (%)

Difference (%)

-6.6

-3.6

-3.0

YTD*

-45.8

-22.2

-23.7

1 Year*

-45.8

-18.2

-27.5

3 Years

-1.3

0.6

-1.9

5 Years

1.5

3.5

-2.0

10 Years

10.6

10.1

0.5

15 Years

5.3

3.3

2.0

20 Years

7.1

6.5

0.6

Since Inception

8.0

7.3

0.7

Annualised periods ended 30 September 2022. *Not annualised.
Inception date: 31 December 1989.
Figures may not sum due to rounding.
Benchmark is MSCI Europe ex UK Index (FTSE World Europe ex UK until 31 December 2016).
Source: StatPro, MSCI.
Australian dollars

Discrete Performance

Composite Net (%)
Benchmark (%)

30/09/1730/09/18

30/09/1830/09/19

30/09/1930/09/20

30/09/2030/09/21

30/09/2130/09/22

10.2

1.5

43.6

23.5

-45.8

7.7

8.2

-1.1

26.1

-18.2

Benchmark is MSCI Europe ex UK Index (FTSE World Europe ex UK until 31 December 2016).
Source: StatPro, MSCI.
Australian dollars

Performance – Attribution
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Stock Level Attribution
Top and Bottom Ten Contributors to Relative Performance
Quarter to 30 September 2022
Asset Name

One Year to 30 September 2022
Contribution (%)

Asset Name

Contribution (%)

Nexans

0.7

Nexans

0.8

Nibe Industrier

0.4

Richemont

0.3

Atlas Copco

0.3

SAP*

0.2

Sanofi*

0.3

Philips Electronics*

0.2

Sartorius Stedim Biotech

0.2

Deutsche Post*

0.2

Takeaway.com

0.2

Siemens*

0.2

Hexpol

0.2

Vonovia*

0.2

Delivery Hero

0.2

BASF*

0.2

Hemnet

0.1

Vestas Wind Systems*

0.2

Atlas Copco*

0.1

Infineon Technologies*

0.2

Prosus

-0.6

Zalando

-3.6

Schibsted

-0.5

Takeaway.com

-2.4

Kingspan Group

-0.5

Schibsted

-2.2

Evotec

-0.4

Wizz Air

-2.1

adidas

-0.4

Avanza Bank

-1.8

HelloFresh

-0.4

Delivery Hero

-1.7

Roche*

-0.3

HelloFresh

-1.6

Zalando

-0.3

Auto1

-1.6

DSV

-0.3

VNV Global

-1.5

Allegro

-0.2

Allegro

-1.5

Source: StatPro, MSCI. Europe ex UK Equities composite relative to MSCI Europe ex UK Index.
Some stocks may have only been held for part of the period.
*Stocks not held in the portfolio.
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Top Ten Largest Holdings
Stock Name

Description of Business

Prosus

Portfolio of online consumer companies including Tencent

% of Portfolio
5.7

Topicus.com

Acquirer of vertical market software companies

4.1

Richemont

Owner of luxury goods companies

4.0

Nexans

Cable manufacturing company

4.0

Ryanair

Low-cost airline

3.9

Kering

Owner of luxury fashion brands

3.8

Atlas Copco

Industrial compressors manufacturer

3.5

Adyen

Online payments platform

3.5

IMCD

Speciality chemicals distributor

3.4

Avanza Bank

Online investment platform

3.4

Total

39.2

6
1
5

4

3

2

7

1

6

5

4

2
3

Sector Weights

(%)

1

Industrials

27.4

2

Consumer Discretionary

25.5

3

Information Technology

15.4

4

Financials

9.3

5

Communication Services

9.0

6

Health Care

8.3

7

Materials

2.5

8

Consumer Staples

1.1

9

Cash

1.5

Geographical Location Weights

(%)

1

Netherlands

24.6

2

Sweden

22.7

3

France

13.1

4

Germany

9.6

5

Switzerland

8.8

6

Ireland

6.5

7

Norway

5.9

8

Denmark

2.5

9

Poland

2.4

10 Italy

2.3

11 Cash

1.5

Totals may not sum due to rounding.
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Voting Activity
Votes Cast in Favour

Votes Cast Against

Votes Abstained/Withheld

Companies

4 Companies

None Companies

None

Resolutions

95 Resolutions

None Resolutions

None

We are pleased to report that we remain a signatory of the UK
Stewardship Code. Each year every signatory submits their
Stewardship Report for FRC (Financial Reporting Council) approval.
We are already compiling the 2022 report
Over the last 12 months, Baillie Gifford has significantly increased the
resources dedicated to ESG research, integration and engagement.
There are over 40 ESG professionals working across multiple
departments
ESG regulation and associated reporting requirements continue to
evolve. Please let us know if you have any questions

Company Engagement
Engagement Type

Company

Corporate Governance

Dassault Systèmes SE, Just Eat
Takeaway.com N.V., Ryanair Holdings
plc, VNV Global AB (publ)

Environmental/Social

Beijer Ref AB (publ), Reply S.p.A.

AGM or EGM Proposals

Compagnie Financière Richemont SA,
Prosus N.V., Wizz Air Holdings Plc

Executive Remuneration

Prosus N.V.

Notes on company engagements highlighted in blue can be found in this report. Notes on other company
engagements are available on request.

Governance Engagement
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Company

Engagement Report

Beijer Ref AB (publ)

Objective: We discussed emissions disclosures and target-setting ambition, areas we had
identified as relative shortcomings in our climate audit exercise, in a meeting with the CEO
and CFO of Beijer Ref. Beijer Ref disclosed its scope 1 and 2 emissions for the first time
this year, but it still lags behind our expectations of best practice. As a distributor of
refrigeration technologies and Heating Ventilation and Cooling equipment, the business
otherwise stands to benefit from tailwinds coming from environmental regulation. This was
also a good time to explore the perspective of management on Beijer Ref's level of
proactivity in exploiting the opportunities these tailwinds represent.
Discussion: We learned that there has been a shift to greater 'professionalisation' of
sustainability following the investment in Beijer Ref by EQT Partners. This means it is now
in the process of setting ambitious emissions targets, which we learned will be announced
in the next year. We referenced best practice standards for the company to consider in this
process.
Outcome: We were encouraged to hear that Beijer Ref is addressing the shortcomings in
its emissions disclosures and ambitions in setting targets related to this. It was particularly
interesting to hear from management about how the company is increasingly using its
influence to speed up the transition to more energy-efficient technologies and low Global
Warming Potential refrigerants. We will continue to monitor progress.

Compagnie Financière Richemont
SA

Objective: To discuss proposals put forward at Richemont's annual general meeting
(AGM).
Discussion: At Richemont's 2022 AGM, a shareholder put forward three proposals aimed
at improving board representation for minority shareholders. These included electing a
new director to the board. We spoke to the chair of Richemont, Johann Rupert, to discuss
these proposals. Whilst we are supportive of initiatives which allow us to discuss how
minority representation and overall governance can improve at the companies we hold, on
balance, we agreed with the chair and felt these proposals would be disruptive at this
point in time and not in shareholders' best interests. We also engaged with the proponents
of the proposals ahead of reaching a voting decision.
Our conversation with the chair provided us with very helpful context regarding the
proposals and provided us with the opportunity to discuss governance more broadly such as his current responsibilities, the dynamics and effectiveness of the board and longterm succession.
We also had a separate engagement with the Senior Independent Director, Clay Brendish,
as we decided to oppose executive remuneration due to a lack of disclosure. We
encouraged greater transparency and suggested improvements to ensure the
remuneration structure is sufficiently long-term and stretching. We emphasised the
importance of improving given the significant opposition vote from minority shareholders.
Outcome: After opposing the shareholder proposals and remuneration, we offered
suggestions on ways the company can improve and have offered to provide feedback if
helpful.

Governance Engagement
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Company

Engagement Report

Dassault Systèmes SE

Objective: We spoke with the General Secretary and General Counsel of Dassault
Systèmes to understand more about its distinctive approach to remuneration. We
specifically sought more context on the reason for the single earnings per share (EPS)
metric and irregular vesting periods as part of the long-term incentive plan.
Discussion: We learned that the decision to use an EPS metric over a more popular metric,
such as total shareholder return, was based on the belief that this is more clearly aligned
with the work of management. Dassault's own analysis suggested that EPS and
shareholder value were also correlated over the long term, which in this case meant a 20year period. The explanation behind the shift to a partial two-year vesting period was
primarily to attract talent in the US, but it was acknowledged that this was an imperfect
mechanism to use as part of a long-term incentive. We confirmed that a three-year vesting
period has been reinstated going forward and is more aligned with its general philosophy.
The company views remuneration as a retention tool, influencing behaviour toward
strategic objectives. ESG was highlighted as one component of remuneration that is an
area of increasing emphasis, and we note that the relevant component of the short-term
incentive is clearly linked to Dassault's existing ESG strategy.
Outcome: This discussion confirmed for us a thoughtful rationale behind the use of a
single metric in the long-term incentive. We were also left reassured that the vesting period
will return to three years for this portion of the variable incentive.

Just Eat Takeaway.com N.V.

Objective: We engaged with the interim Chair of Just Eat Takeaway, Corinne Vigreux, after
what had been a destabilising period for the board. The topics of board effectiveness and
composition were our focus, considering the ongoing board refreshment and an activist
investor campaign that the company had been subject to. There had been unscheduled
departures of a Non-Executive Director (Gwyn Burr), the Chair (Adriaan Nuhn) and
suspension of the COO (Jorg Gerbig) - while he was the subject of an internal conduct
investigation. We had also identified shortcomings in succession planning that we sought
more context on in advance of the annual general meeting (AGM), as it had resulted in
lower levels of board diversity than the Dutch regulatory requirement.
Discussion: This was the first time we had engaged with the supervisory board of Just Eat
Takeaway, and we covered a lot of ground. We touched on five broad themes: board
priorities, board refreshment, governance structures, board dynamics and shareholder
engagement. We received reassurance that the dip in the board's gender diversity was the
result of an unscheduled departure and that due consideration is being given to the
relevant regulatory requirements going forward. The qualities and skills being sought in the
new Chair and board appointees were areas that we touched on in-depth. We also
covered Corrine's reflections on the two-tier board structure. This is less common for UKlisted companies, and Just Eat Takeaway is dual-listed, but Corinne's view is that it
remains the right structure for the business.
Outcome: Through this engagement, we gained useful insight into board dynamics and the
board's ongoing priorities. We will continue to monitor progress and intend to engage with
the new board Chair, once appointed, as this individual will have a critical role to play in
the continued evolution of the board.

Governance Engagement
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Company

Engagement Report

Prosus N.V.

Objective: We engaged with the remuneration committee chair to discuss planned
changes to the executive pay plan.
Discussion: Remuneration committee chair Craig Enenstein has a candid, pragmatic
approach to executive pay and conveys a precise understanding of his responsibility to
shareholders as an independent non-executive director. Enenstein believes that the past
year was exceptionally uncomfortable for shareholders and the committee has taken
decisions in response to the increased discount to net asset value (NAV). We learned that
in 2023 there will be no salary increases for the CEO and CFO. Secondly, both executives
will forgo their regular long-term incentive award. Finally, a new discount-linked special
incentive is being implemented to ensure management is focused on delivering a material
reduction of the discount to NAV. The special incentive requires approval from
shareholders and has a much lower quantum than regular long-term incentives. This
reflects the fact that the effect of reducing the discount is returning the value to previous
levels rather than creating new value for shareholders.
Outcome: The decisions taken by the remuneration committee do not fit with conventional
pay practices. However, they demonstrate an awareness by the committee of its
responsibility to align the experiences of management and shareholders. Furthermore, the
use of a bespoke incentive is a deliberate action by the board to focus management's
efforts on a strategic issue that, if resolved, will realise significant value for shareholders.
We believe the board remains focused on the long-term strategy and we plan to support
the remuneration resolution at the upcoming AGM.

Reply S.p.A.

Objective: We sought to understand the detail behind Reply's headline 2030 net zero
commitment.
Discussion: On a call with Investor Relations, it was confirmed to us that Reply's net zero
commitment includes scope 3 emissions and that the company is considering submitting
its finalised emissions targets to the Science Based Targets initiative, which is
encouraging. Emissions targets are due to be discussed at the next Sustainability
Committee meeting in September. Reply's direct emissions from its consulting and IT
services are relatively small, but it is being proactive in addressing emissions further down
the value chain. This includes working with its customers through its new service offerings,
such as green coding, which involves writing code in software solutions that is optimised
for energy consumption.
Outcome: We were reassured by the robustness of Reply's net zero commitment and
impressed by the level of proactivity with regard to its pursuit of climate-related
opportunities through new service lines.

Ryanair Holdings plc

Objective: Discuss developments regarding Ryanair's approach to environmental, social
and governance (ESG) issues.
Discussion: We met with members of Ryanair's board and its head of sustainability to
discuss a range of environmental, social and governance topics. Our discussion with the
chair and senior independent director focused on board succession. They are actively
reviewing board skills to identify gaps as they are preparing for upcoming board
refreshment. There are several directors on the board who, given their tenure, are likely to
retire in the next three to five years, and preparations are being made now. Broadening
industry and international experience were mentioned as desirable enhancements, which
we agreed with. We also discussed executive remuneration as the board is in the process
of negotiating with the CEO to renew his contract. We will need to wait for the outcome of
those discussions.
Our meeting with the head of sustainability focused on developments relating to
sustainable aviation fuel (SAF). Two deals made by Ryanair and fuel producers regarding
SAF have recently been announced. The company is hosting a day later in the year
dedicated to discussing SAF. Various stakeholders within the industry (fuel producers,
aircraft manufacturers and academics) will gather to update investors on the long-term
prospects of the fuel within the industry.
Outcome: We look forward to attending the SAF day and were grateful for the update on a
range of ESG topics from both the head of sustainability and members of the board.

Governance Engagement
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Company

Engagement Report

VNV Global AB (publ)

Objective: We engaged with the Chair of VNV Global, Lars O Gronstedt. This was an
opportunity to establish a connection with VNV Global's supervisory board and to deepen
our understanding of its distinctive approach to governance as a publicly-listed venture
capital company.
Discussion: We discussed VNV Global's relatively low levels of board independence in
particular. This is because of the long tenure of Lars, who has acted as board Chair for
over 12 yrs, combined with consultancy agreements that two other board members have
with portfolio companies. This discussion reinforced for us that independence is not a
black-and-white issue in a case such as VNV Global, however, where the board plays a
direct role in its investment decision-making process.
Outcome: We gained additional insight into the active role played by the board in its
investment decision-making process. The experience of members can create greater
efficiency in this context. Consequently, we are comfortable with the long tenure of Lars
and the consultancy agreements that two other board members have with VNV's portfolio
companies, which could otherwise be seen to compromise independence.

Voting
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Votes Cast in Favour
Companies

Voting Rationale

Embracer Group Ab, Prosus N.V., Ubisoft Entertainment,
Wizz Air Holdings Plc

We voted in favour of routine proposals at the aforementioned
meeting(s).

Votes Cast Against
We did not vote against any resolutions during the period.

Votes Abstained
We did not abstain on any resolutions during the period.

Votes Withheld
We did not withhold on any resolutions during the period.

Votes Not Cast
Companies

Voting Rationale

Richemont

We did not vote due to the practice known as "blocking" - the rules
in some markets which restrict us from selling the shares during the
period between the votes being cast and the date of the meeting.

Ryanair

We no voted this meeting as the company has restricted the voting
rights of non-EU holders of Ordinary shares and ADRs post-Brexit.

Transaction Notes
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New Purchases
Stock Name

Transaction Rationale

CRISPR Therapeutics

CRISPR Therapeutics is a Swiss-American biotech whose mission is to develop genetic
medicines for serious human diseases. Its lead asset, exa-cel, is a potential cure for sickle cell
disease and beta thalassaemia, which affect hundreds of thousands of people worldwide. This
is expected to be approved at least in Europe by the end of 2022. If successfully
commercialised, it could generate peak sales of $240m by 2030. Also in the pipeline are several
CAR-T cancer therapies (CTX110 and CTX130), which could generate peak sales of >$1bn by
2030, and a treatment for diabetes in collaboration with Vertex Pharmaceuticals. The long-term
investment case for CRISPR Tx is that gene editing is a potential platform technology that
signals a paradigm shift in the economics of drug discovery. Instead of having to test hundreds
of thousands of small molecules to see which works, genetic researchers can now edit DNA
with digital precision. The main challenges become deciding what changes to make and
delivering the gene editor safely to the patient. As the most commercially advanced gene editing
company, CRISPR Tx is building knowledge and expertise in these areas that will compound
over time and transfer from one therapy to the next. This may enable it to enjoy a higher repeat
success rate than traditional biotechs, supporting a higher valuation.

Evotec

Evotec is a CRO and drug discovery business with two segments. The 'Execute' segment
performs end-to-end pre-clinical CRO services for customers and has recently begun expanding
into biologics manufacturing. The 'Innovate' segment is a co-owned, co-developed pipeline of
drugs for which Evotec does the pre-clinical work in exchange for milestone and royalty
payments in the future from partner pharma/biotech companies that own the other shares. The
company is driven by ambitious CEO Dr. Werner Lanthaler who took over in 2010 and
transformed Evotec into the company it is today. He has fostered a culture of scientific
achievement, job stability and loyalty among the 1300+ PhDs that work at Evotec.
The long-term growth case for Evotec is that its steadily expanding Execute segment continues
to grow in the mid-high teens attracting customers by being the only end-to-end pre-clinical
offering and exploiting its cutting-edge expertise in iPSC, omics databases and AI/ML
applications to improve the efficiency of customer trials. The Innovate pipeline, which has a very
low value ascribed to it by the market, gives the company the possibility of attractive
asymmetric returns because the successful commercialization of one of their pipeline drugs
could boost Evotec's revenues significantly. This pipeline currently contains 120+ drugs and is
growing over time. Due to the steady stream of cash from the Execute business that helps to
fund it, and the model of diversification to ensure low correlation of outcomes between assets,
this pipeline has more attractive risk/reward characteristics than many conventional drug
pipelines.

EXOR

EXOR is the investment vehicle for the Agnelli family, whose fortunes were made in Fiat. It has
an attractive range of underlying assets including Ferrari, Stellantis and CNH Industrial. Under
the leadership of John Elkann the company is slowly repositioning itself, moving capital into new
areas like luxury and healthcare at a time when it has a great deal of capital to deploy and
valuations depressed. Trading at a 45% discount to NAV, EXOR's valuation fails to reflect the
potential attractions for future value creation.
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Complete Sales
Stock Name

Transaction Rationale

FinecoBank

FinecoBank is an Italian online bank, trading and investment platform, which also operates one
of Italy's largest network of financial planners. It has held up well since we bought it at the start
of 2021. This has been a relatively short holding period however competition for capital is very
high at the moment as we have a number of new ideas and numerous existing holdings that
have been severely penalised in the recent sell-off. We therefore decided to sell FinecoBank and
reallocate the capital to names where the risk-adjusted upside is greater.

Kuehne & Nagel

After many years of under-earning, the freight-forwarders - including both Kuehne & Nagel and
DSV - have thrived throughout the pandemic given the problems with supply chains and
increasing prices. While we have had some concerns about the super-normal level of
profitability, the longer-term outlook for consolidation of this fragmented market looks as
promising as ever. DSV has the best acquisition track record and we think this will enable it to
outperform its peers. We therefore decided sell Kuehne & Nagel and add the proceeds to DSV.

Rational

We have decided to sell the holding in Rational. Whilst we remain admirers of the business, we
feel that today's valuation is too demanding, so we have decided to deploy the capital
elsewhere.

Legal Notices

MSCI
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Source: MSCI. MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with
respect to any MSCI data contained herein. The MSCI data may not be further redistributed or used as a basis for other
indexes or any securities or financial products. This report is not approved, endorsed, reviewed or produced by MSCI. None
of the MSCI data is intended to constitute investment advice or a recommendation to make (or refrain from making) any
kind of investment decision and may not be relied on as such.

