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Important Information and Risk Factors

Baillie Gifford Overseas Limited is wholly owned by Baillie Gifford & Co. Baillie
Gifford Overseas Limited provides investment management and advisory services
to non-UK clients. Both are authorized and regulated by the Financial Conduct
Authority. 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. It is the legal entity through which
Baillie Gifford Overseas Limited provides client service and marketing functions in
America as well as some marketing functions in Canada.

This presentation 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 current and sourced from Baillie Gifford & Co unless otherwise
stated.

Principal Office: Calton Square, 1 Greenside Row, Edinburgh EH1 3AN, Scotland
Telephone: +44 (0)131 275 2000 www.bailliegifford.com

780 Third Avenue, 47th Floor, New York, NY 10017
Telephone: (212) 319 4633 www.bailliegifford.com
Copyright © Baillie Gifford & Co 2015
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Past Performance

Past performance is not a guide to future performance. Changes in investment
strategies, contributions or withdrawals may materially alter the performance,
strategy 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.

All investment strategies have the potential for profit and loss.

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.

Stock Examples

Any stock examples, or images, used in this presentation 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.
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But the Primary Factor of Production Hasu,_Ch‘a‘n‘ged

© INTERFOTO/Alamy Stock Photo.
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We Are on The Cusp of Huge Chahge

Changes in the Next Decade

Data
Volumes

+1000x
A

Machine
+100x Intelligence

+10x Asian Wealth

t

v

l Energy Costs
-10x

Transportation
Costs

-100x
Computing
Costs

-1000x
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Examples of Change — Communication, Language

and Education

Number of third-party skills available for Amazon’s
Alexa Assistant

15,000
10,000

5,000
3,000

1,000
135

Ql'16 Q2'16 Q3'16 Q4'16 Q1'17 Q217

Sources: Amazon, Press reports.
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Adoption Paths Are Quickening

100%
N
____---Clothes Dryer
] PR ,- Internet
& !/ ’
B )/ N . Face based payments
© / ] 1
5 ) /! / Voice based computing
J/ !:’ ! Gene sequencing
o7 N /  Autonomous transport
’ J [
e ! Instant translation
s ’/ I
1900 1915 1930 1945 1960 1975 1990 2005 2018

Years
Sources: Michael Felton, The New York Times.
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Conventional Economic Measures Are lll Equipped
to Cope — But Isn’t This All Rather Deflationary?

Annual product inflows for all U.S. households

Million metric tons

0.5

- VT
2000 2005 2010 2015

Source: C.W. Babbitt, S. Althaf, R. Chen. 2017. ‘Creating a Sustainable
Materials Management (SMM) Model for Consumer Technology’.
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...And Most Companies Are Missing The Ivmpli‘c’:ations' =

The Trend In The Market

3.0

The data has been produced by Baillie Gifford & Co, using Factset and the Worldscope
database. Furthermore, a combination of FTSE and MSCI indices have been used in order
to establish a global universe for the analysis. All of the underlying data is in USD.




We Need to Avoid Index Incumbents That Are *

In Denial about Structural Trends

MSCI AC World Index
Energy

Healthcare
Consumer Discretionary

As of March 31, 2018.
Source: Baillie Gifford & Co and MSCI.
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We Need to Avoid Index Incumbents That Are *

In Denial about Structural Trends

Annual Solar Photovoltaics (PV) additions: historic data vs International Energy Agency World Energy
outlook predictions

100
MSCI AC 90
World Index
80
70
60
2
g
50
—> PV History 5
WEQO 2017 New Policies (NPS) O]
— WEO 2016 NPS 40
— WEO 2015 NPS
— WEO 2014 NPS 30
—— WEO 20186 Current Pclicies
— WEO 2013 NPS o0
— WEO 2012 NPS
WEO 2011 NPS
— WEO 2010 NPS 10
— WEO 2009 REF
WEOQ 2008 REF 0 —
— WEO 2006 REF 1995 2005 2015 2025 2035 2040
— WEO 2004 REF
— WEO 2002 REF Source: Auke Hoekstra, Eindhoven Technical University.
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We Need to Avoid Index Incumbents That Are *

In Denial about Structural Trends S\

Retail Sales: General Merchandise Stores and Online Shopping

40
MSCI AC
World Index
Consumer 30
Discretionary

X 20

10 Department

Stores

0

1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Source: Yardeni Research, Inc, Yardeni.com
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We Need to Avoid Index Incumbents That Are *

In Denial about Structural Trends e

MSCI AC

World Index

Healthcare
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Number of drugs per billion US$ R&D Spent*

100

10

0.1

Eroom’s Law

1950 1960 1970 1980 1990 2000 2010

*Inflation adjusted.

Source: Jack Scannell et al. Diagnosing the decline in pharmaceutical R&D efficiency. Nature Reviews Drug Discovery (2012).
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Understand That Investmentis About Ext_'r_xém_'e‘s»

Wealth Generation from Listed Equities Since 1926 — Only a small number of companies matter
$35 Trillion

one-
month
treasury

A

bill

24,240 Companies

Source: Bessembinder, Hendrik, Do Stocks Outperform Treasury Bills? (November, 2017). Available at SSRN: https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2900447. The data includes all
25,967 CRSP common stocks from July 1926 to December 2016. In cases where stocks list or delist within a calendar period the return is computed for the portion of the period where data is
available. These 25,967 stocks were issued by 25,332 firms owing to dual share classes; dollar wealth is therefore assessed at the company level. Beyond the best-performing 1092 firms, an
additional 9,579 firms (37.8%) of stocks created positive wealth over their lifetimes. The wealth creation of these stocks was just offset by the wealth destruction of the remaining 14,661 (57.9% of
total) firms, so that the top 1092 firms created the same wealth as the overall market. US dollars.

797 .
Companies
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205
Companies

90

Companies
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Recalibrate Time Horizons

1 2 3 4 5 6 7 8 9 10
Today  year years  years years  years  years years  years  years  years
—@ @ @ @ @ \ L @ L @ @—

As of March 31, 2019.
Average holding periods based on the previous three years turnover for a representative

Long Term Global Growth portfolio.
Stockmarket’'s Focus based on Baillie Gifford’s views.
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Engage With Reality Rather Than The Finance CQrﬁmunity'

There are more people
living inside this circle
than outside of it

There is more financial
information coming from
inside this oval than

S - outside of it
Source: Baillie Gifford & Co and Brilliant Maps.
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Engage With Reality Rather Than The Finance CQrﬁmunity.

A -

Some of Our Academic Partnerships

Y1 q Deep Transitions Book Festivals
Partners;gx:m?;s;?g:ﬂ;n:ﬁstitule _ Working with Scienc_:e Policy Sponsorship of Iitpralure— Insights from
research into the ethics and ) Research Unit - \Qad_mg h\stt_)rlans, p_»h\\osophers,
applications of Al Societal responses to structural change scientists, artists, policy makers and
: and research into sustainability engineers
The Structure of Returns Inguisitive Research Distributed Ledgers
Existential Change Partnership with Arizona State q and Healthcare

Recent example: social networks in

Santa Fe Institute - Complexity Theory, University — Skewed stock market - Tsinghua University tie up -
Innovation and how economies adapt returns and characteristics Alrcs hovtvhaereét:sg l;isoe:;nd D Understanding possibilities
of outliers P P : in healthcare
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Understand That Threats Will Come From__Lef't‘FieId |

The private markets

lgﬂ e Spotify 22 Dropbox @ IL}H w

I\

\"\_/
==Elilr%?éng a NIO @ HeartFlow: %ﬂ%@ﬁ&
€L : z7
#.com| Alibaba Group @ airbnb TransferWise
GRA:L
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Stress test the upside

Amazon.com [
Tencent

Hermés
International

HDFC
Kering
Teslalnc
Netflix
Intuitive Surgical Rocket Internet
[ I [ [ I I [ [ [ I
-100 100 300 500 700 900 1100 1300 1500 1700 1900 2100 4500
o
Currently held Not currently held Yo

Source: StatPro. US dollars. February 29, 2004 to March 31, 2019. Absolute returns of Long Term Global Growth composite.
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Learn From History

Extrapolating the present is dangerous

In 50 years, every street in London will be buried under nine feet of manure

he Times, 1894
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Conclusions

An explosion of data globalisation is upon us

Business models will multiply and the pace of disruptors and
opportunity will accelerate

Sleepy companies face a great extinction

Only disruptors and adaptors with a long term perspective will survive

For long term stockpickers, the payoffs for the winners will be huge
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Legal Notices

MSCI

Source: MSCI. The MSCI information may only be used for your internal
use, may not be reproduced or disseminated in any form and may not be
used as a basis for or a component of any financial instruments or
products or indices. None of the MSCI information 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.
Historical data and analysis should not be taken as an indication or
guarantee of any future performance analysis, forecast or prediction.

The MSCI information is provided on an ‘as is’ basis and the user of this
information assumes the entire risk of any use made of this information.

MSCI, each of its affiliates and each other person involved in or related to
compiling, computing or creating any MSCI information (collectively, the
‘MSCI Parties’) expressly disclaims all warranties (including, without
limitation, any warranties of originality, accuracy, completeness,
timeliness, non-infringement, merchantability and fitness for a particular
purpose) with respect to this information. Without limiting any of the
foregoing, in no event shall any MSCI Party have any liability for any
direct, indirect, special, incidental, punitive, consequential (including,
without limitation, lost profits) or any other damages. (www.msci.com)
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FTSE

Source: FTSE International Limited (‘(FTSE’) © FTSE 2019. ‘FTSE®' is a
trade mark of the London Stock Exchange Group companies and is used
by FTSE International Limited under licence. All rights in the FTSE indices
and/or FTSE ratings vest in FTSE and/or its licensors. Neither FTSE nor
its licensors accept any liability for any errors or omissions in the FTSE
indices and/or FTSE ratings or underlying data and no party may rely on
any FTSE indices, ratings and/or data underlying data contained in this
communication. No further distribution of FTSE Data is permitted without
FTSE’s express written consent. FTSE does not promote, sponsor or
endorse the content of this communication.
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