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A history of investing in smaller companies

Smaller 
Companies 

strategies – an 
incubator of ideas 
for Baillie Gifford’s 
wider investment 

strategies



Our credentials

US dollars. Circles representative of increase in market cap from when stock first bought in a representative portfolio to 30 June 2021. 
Figures show how many times the market cap has grown since first bought as at 30 June 2021.

Proven experience in investing in smaller, innovative companies

Initial position taken 
in other BG strategies, 
now all held in 
International Growth

Wix: Oct 2015 
M3: Jul 2005
Ambu: May 2016 
Ocado: Mar 2012

Global Discovery

Alnylam: May 2011 
MarketAxess: Jan 2012 
Wayfair: Aug 2015 
Tesla: Jan 2013



Investment universe
Portfolio characteristics

Stocks 40–75

Market 
capitalisation

$10bn or lower at time 
of purchase
At least 80% of net assets 
invested in securities of 
small and mid-capitalisation
companies with a market 
cap of $30bn or less
Scope to retain exposure to 
rare exceptional companies

Time horizon 5–10 years

Comparative index Russell 2500 Growth Index

US Discovery



Portfolio characteristics

Stocks At least 75 holdings

Market 
capitalisation

$2bn or smaller at time 
of purchase
$10bn upper threshold

Time horizon 5–10 years

Comparative index MSCI ACWI ex US 
Small Cap

International Smaller Companies

Investment universe



Identifying potential

Opportunity

Problem solvers looking 
to drive change

Competitive 
edge

Scope for innovation and 
meaningful differentiation 

from peers

Culture

Management with a sense 
of purpose, skill and vision to 
identify and execute against 

an opportunity

Scalability

Business models with 
a scaling advantage

Svetlana Viteva
Portfolio Manager

Douglas Brodie
Portfolio Manager

+ broader Discovery Investment Team

US Discovery



Identifying potential

Portfolio Construction Group

Brian Lum Richard Gall Steve Vaughan

Praveen Kumar

+ 3 analysts

International Smaller Companies

Charlie Broughton



Pace of growth 
is underestimated

Impact of growth 
is underestimated

Example: capital-light online 
platforms which can benefit 

from network effects and can 
sale rapidly and profitably 

Example: businesses depending 
on a specific catalyst, such as 
a biotech business receiving 

approval for one of its candidates 

Flavours of growth
US Discovery

Earnings

Time

Rapid

Earnings

Time

Transformational



Flavours of growth
International Smaller Companies

Pace of growth 
is underestimated

Change is 
underestimated

Longevity and durability of 
growth is underestimated

Impact of growth 
is underestimated

Example: capital-light online 
platforms which can benefit 

from network effects and can 
sale rapidly and profitably 

Example: companies exposed 
to product cycles, such as 
semiconductor companies 
supplying components for 

consumer electronics products 

Example: niche industrial 
engineering businesses with 
strong customer relationships 

and technology 

Example: businesses depending 
on a specific catalyst, such as 
a biotech business receiving 

approval for one of its candidates 

Earnings EarningsEarnings Earnings

Time TimeTime Time

Rapid Cyclical Enduring Transformational
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Important information and risk factors
This presentation is intended 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.
Baillie Gifford & Co and Baillie Gifford & Co Limited are authorised and regulated by the 
Financial Conduct Authority.
Baillie Gifford & Co Limited is an Authorised Corporate Director of OEICs.
Baillie Gifford & Co claims compliance with the Global Investment Performance Standards 
(GIPS®). All performance data presented is supplementary to an appropriate compliant 
composite presentation. An example of a compliant composite and a complete list of the 
Firm’s composites and performance results is available on request.
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.

Past Performance 
Past performance is not a guide to future returns. Changes in investment strategies, 
contributions or withdrawals may materially alter the performance, strategy and results of 
the portfolio. 
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 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.

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



The Roaring Twenties
Baillie Gifford Client Conference
Gleneagles, 21–23 September 2021


