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DESCRIPTION

SUMMARY

Baillie Gifford ('BG') is an independently owned investment partnership, based in Edinburgh, with a
strong reputation as a long term growth investor. The firm is into the sixth generation of the private
partnership and has seen wholly organic growth since 1908. Staff tenure is characterised by longevity
and low turnover. It has a particular expertise in equities and a strong regional knowledge of
Asia/Emerging Markets.

The fund is managed by Matthew Brett, part of Baillie Gifford’s 11 person Japan Equity team (8
investment managers, 1 analyst, 1 product manager, 1 research consultant). Brett joined Baillie Gifford
in 2003 and has nearly 20 years of experience investing in the Japanese market. A collegiate, team
approach is adopted to managing the portfolios. The firm has a long history of investing in Japanese
equities, launching an investment trust back in 1981.

This is a bottom-up, long only fund focused on exploiting quality and growth in the Japanese equity
market. The Fund is benchmarked to the TOPIX index and primarily invests in large and mid-
capitalisation stocks and will usually hold between 35 and 55 companies. ESG plays a modest part of
the fund process, despite the wider BG approach to ESG. With no formal scoring system, but some
input from the BG ESG team, the fund scores 2 out of 4 on the Collidr internal ESG scoring system.

@® Equity 100.08%
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INVESTMENT PROCESS

Baillie Gifford adopts a sustainable-growth investment philosophy, looking for companies of sufficient
quality to drive higher than market earnings growth over the long-term. Portfolios will tend to be
concentrated with high active share. The team have a 'Followed List' of some 350 stocks which they
compile research on. The team seek growth in all its forms, and accordingly while the portfolio will
include a high allocation to longer-term resilient structural growth companies, some more cyclical
businesses will also be included.

Four key factors are sought in a stock, positive industry background, durable competitive advantage,
strong financial characteristics and a management attitude that is aligned with the interests of
shareholders.

Industry Background and Competitive Advantage - Baillie Gifford will assess the industry and market in
which the company operates and evaluate whether the company possesses any clear competitive
advantages. Considerations include the growth rate of the industry, the structure of pricing, barriers to
entry, the unigueness or otherwise of strategy and any enduring cost advantages. The team conduct
¢.500 company meeting each year too, in Japan and at their Edinburgh office (primarily those on their
Followed List).

Financial Characteristics and Management Alignment - These identify whether Baillie Gifford believe
the company will successfully execute on the opportunity that exists, for the benefit of shareholders.
The financial structure of the company is a key focus area, in particular whether growth can be funded
from internally generated cash flows. The team form judgements on management's capability and seek
tangible evidence that management run the business in shareholders’ interests. In assessing
management, Baillie Gifford have developed a set of questions (which they call Kenshiki) as a guide to
research. These questions are intended to assess the idiosyncratic nature of the Japanese market.

Valuation is the final consideration, Baillie Gifford consider whether the share price of the company (as
a central case) is likely to double over five years. If one of the four factors the team look for is
compromised, the stock is a likely sell candidate.

Liquidity risk is considered in stock positioning within the portfolio. Minimum market cap is Y150bn
and maximum stock position is 10%. Individual stock weightings are a function of the team's conviction
view.
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OVERALL PERFORMANCE

@ Baillie Gifford Japanese Fund B Acc @ Topix Total Return GBP
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MONTHLY BREAKDOWN AND YEARLY TOTALS (%) ANNUALISED ROLLING RETURNS (%)
JAN FEB  MAR APR MAY JUN JUL AUG SEP  OCT NOV DEC | YEAR 1YEAR 3 YEAR 5 YEAR INCEPTION
2024 138 3.93 5.37 - 5.48 -2.99 4.46 5.57
2023 415 -269 011 133 -191 028 061 -347 -023 -395 268 499 | 1.46 - 19.54 6.62 8.01 4.23
2022 721 -094 063 -424 -137 592 706 115 -571 236 514 006 |-13.79
2021 117 327 0419 -038 -125 161 -340 248 401 -316 -038 -039 | 1.12 CUMULATIVE RETURNS (%)
2020 -1.10 -915 -588 1036 883 114 -429 413 845 -240 836 1.04 | 18.63
2019 461 079 404 408 -2.89 490 313 -287 466 -259 058 -0.81 | 1850 TYEAR 3 YEAR 5 YEAR INCEPTION
- 5.48 -8.68 24.27 276.48
Capped to 6 years. ) 19.54 21.13 46.76 175.91
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@ Baillie Gifford Japanese Fund B Acc @ Topix Total Return GBP
PERFORMANCE - OVER 1 YEAR 1Mar2023-29Feb2024  PERFORMANCE - FROM INCEPTION 4 Aug 1999 - 29 Feb 2024

a ab a ab

RETURNS (%) 5.48 19.54 RETURNS (%) 5.57 4.23

VOLATILITY (%) 14.04 15.68 VOLATILITY (%) 20.57 21.33

ALPHA -0.75 * ALPHA 0.12

BETA 0.92 * 1.00 BETA 1.04 1.00

CORRELATION 0.88 * 1.00 CORRELATION 0.93 1.00

SHARPE RATIO 0.04 0.89 SHARPE RATIO 0.15 0.08

SORTINO RATIO 0.06 1.30 SORTINO RATIO 0.21 0.12

MAX DRAWDOWN (%) -12.89 -7.20 MAX DRAWDOWN (%) -65.88 -60.65

*Calculated over a 3 year period where history permits.

SIMPLE STRESS TEST DRAWDOWN (%) 1 Mar 2023 - 29 Feb 2024
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