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Luxury fashion conglomerate Kering has become a powerhouse by applying a similar formula to
each of its brands. Investment manager Stephen Paice explains why we believe this classic
‘compounder’ will continue to stand out from the competition.

Your capital is at risk.

Stephen Paice: Luxury brands aim to grow desire faster than demand, and demand faster than
supply. We don’t really need their products, but they are the ultimate social signalling tool. They
tap into aspiration, into emotion and capture the imagination.

Many of the world’s most prestigious brands are parts of conglomerates like Kering, a company
we have been invested in since 2008. It actually began as a timber trading business and only
made its way into luxury in 1999 when it rescued Gucci from near bankruptcy.

Since then, it has grown to include brands like Boucheron, Balenciaga and Saint Laurent. Part
of Kering’s success has been how it applies a similar formula to each of its brands. It hires a
bold creative director and combines them with a talented CEO and a great merchandising team,
something which has consistently led their brands to stand out from the competition. You can
see this in how Gucci and Balenciaga have defined the luxury streetwear trend, leading them to
be ranked the top two brands in the Hottest Brands Index in recent years.

Kering owns some of the most attractive brands in the world that exhibit returns to scale - the
bigger they get, the more powerful they become. The biggest brands today can almost dictate
what we buy, and their scale can be leveraged across marketing, prime real estate and talent.

Gucci is going through a transition as a new designer comes on board, however it has long
been the jewel in Kering’s crown. It shows its other brands - and those it will acquire in the
future - what is possible when it comes to growth and profitability.

With any long-term investment, it’s important to trust the people running the business. Like in
many of our investments, this is a family-controlled company. The Pinault family has steered
Kering to be valued at more than €60bn and is managing the business to be fit for the future,
something which is clear in how it ranks among the leaders in sustainable materials design.

We've already held Kering for 15 years because companies like Kering capture generations of
growth, with pricing power and high margins, and yet have minimal competitive threats. This
makes it a classic ‘compounder’, affording us the luxury of time to understand the company and
its management, and the other aspects that make this such a unique asset.
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This communication was produced and approved in August 2023 and has not been updated
subsequently. It represents views held at the time and may not reflect current thinking.

Risk factors

The views expressed should not be considered as advice or a recommendation to buy, sell or
hold a particular investment. They reflect opinion and should not be taken as statements of fact
nor should any reliance be placed on them when making investment decisions.

All investment strategies have the potential for profit and loss, your or your clients’ capital may
be at risk. Past performance is not a guide to future returns.

This communication contains information on investments which does not constitute
independent research. Accordingly, it is not subject to the protections afforded to independent
research, but is classified as advertising under Art 68 of the Financial Services Act (‘FinSA’) and
Baillie Gifford and its staff may have dealt in the investments concerned.

All information is sourced from Baillie Gifford & Co and is current unless otherwise stated.

The images used in this communication are for illustrative purposes only.

Important information

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 & Co and Baillie Gifford Overseas Limited are authorised
and regulated by the FCA in the UK.

Persons resident or domiciled outside 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.

Financial intermediaries

This communication 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.
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Europe

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 (“FinlA”). 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.

China

Baillie Gifford Investment Management (Shanghai) Limited #13£#% % & 2 (_Ei) 5 R A 7 (‘BGIMS’)
is wholly owned by Baillie Gifford Overseas Limited and may provide investment research to the
Baillie Gifford Group pursuant to applicable laws. BGIMS is incorporated in Shanghai in the
People’s Republic of China (‘PRC’) as a wholly foreign-owned limited liability company with a
unified social credit code of 91310000MA1FL6KQ30. BGIMS is a registered Private Fund
Manager with the Asset Management Association of China ((AMAC’) and manages private
security investment fund in the PRC, with a registration code of P1071226.

Baillie Gifford Overseas Investment Fund Management (Shanghai) Limited

HIFEE AN R I &S H (L) AR AT ('BGQS) is a wholly owned subsidiary of BGIMS
incorporated in Shanghai as a limited liability company with its unified social credit code of
91310000MA1FL7JFXQ. BGQS is a registered Private Fund Manager with AMAC with a
registration code of P1071708. BGQS has been approved by Shanghai Municipal Financial
Regulatory Bureau for the Qualified Domestic Limited Partners (QDLP) Pilot Program, under
which it may raise funds from PRC investors for making overseas investments.
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Hong Kong

Baillie Gifford Asia (Hong Kong) Limited A& 5 H(&F#)B R /2 7] is wholly owned by Baillie
Gifford Overseas Limited and holds a Type 1 and a Type 2 license 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 #A%55;M(F#) B R /2 T can be contacted at Suites 2713-2715, Two International
Finance Centre, 8 Finance Street, Central, Hong Kong. Telephone +852 3756 5700.

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 material 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.

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
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.
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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.

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.

Israel

Baillie Gifford Overseas Limited 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 material is only intended for
those categories of Israeli residents who are qualified clients listed on the First Addendum to
the Advice Law.
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