LWM Consultants Ltd
Meeting the Fund Manager
Baillie Gifford European Fund – Tom Coutts
This is going to be a new addition to our portfolios. We met with Tom Coutts who is the
senior Investment Manager and the phrase “trying to do the best job for clients” was
something that resonated with us.
What does the fund look to achieve?
The fund looks to drive growth by investing in companies in Continental Europe, including
the Republic of Ireland, in any economic sector. The aim is to protect and grow wealth.
Introducing the fund manager
Tom has worked for Baillie Gifford for 13 years and moved to the European team five years
ago. In 2008 he specialised in the Banking Sector and certainly came into it during a very
interesting period. He is supported by two other investment managers and each manager
has responsibility for a percentage of the fund which provides both structure and stability
long term.
How the fund is managed?
The general ethos of Baillie Gifford flows through into this fund; effectively they are looking
for good businesses, with good franchises and good management. They focus less on the
macro side because this doesn’t tell you whether a business is good and like the American
Fund they are not index huggers so they are not afraid to take big bets if they believe in a
company. They are long term investors with low turnover of stock.
They will sometimes take contrarian bets where they see opportunities but these are
normally only small holdings.
The discussion fell onto banks and Tom is not a great fan of banks and in particular those
that are at the whims of government policy. However, he does have holdings in a Swedish
Bank called Svenska Handelsbanken. Each branch is effectively a franchise with a church
square approach so the managers are empowered to make decisions around lending

normally to people they “know”. So loans are made at a local level and responsibility is
taken at a local level. The result is low loan losses.
The business is expanding with 100 new branches in England. In summary some of the
highlights of the business include:





Industry background – banking is a cyclical, capital intensive industry and most
competitors are struggling. Against this backdrop Svenska Handelsbanken is growing
Competitive advantage – they have a highly decentralised culture with a focus on
customer satisfaction
Financial characteristics – low loan losses, high returns, good through-cycle growth
Management – stick to a clear, consistent strategy. No bonuses, no budgets and no
advertising

This is a good example which shows their approach to investments, to beat the index they
need to differ from it, to find growth they need to find growing, durable businesses, run by
sensible people and to get growth they need to look long-term, investing is not speculation.
Conclusion
We have always liked the Baillie Gifford style to investing and this fund is no different. We
think this new addition will be a good blend in the European stable.

The source of information in this note has been provided by Baillie Gifford and is correct to
the end of March 2012. These are notes from meeting the fund manager and should not be
seen as a recommendation to purchase this fund. Any reference to shares is not a
recommendation to buy or sell. Should you wish to make a decision based on these notes
we cannot take responsibility for this and you should carry out your own research before
making a decision. You should also note that past performance is not a reliable indicator of
future returns and the value of your investments can fall as well as rise.

