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Scottish Mortgage aims to identify, own and support the world'’s
most exceptional growth companies. We aim to provide long-term
funding and support for the companies and entrepreneurs building
the future of our economy.
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Investor disclosure document

The UK Alternative Investment Fund Managers Regulations requires certain information to be made available to investors prior to
their investment in the Company. The Company’s Investor Disclosure Document is available for viewing at scottishmortgage.com.

Notes
None of the views expressed in this document should be construed as advice to buy or sell a particular investment.

Investment trusts are UK public listed companies and as such comply with the requirements of the UK Listing Authority. They are not authorised
or regulated by the Financial Conduct Authority.

Scottish Mortgage Investment Trust PLC currently conducts its affairs, and intends to continue to conduct its affairs, so that the Company’s
ordinary shares can qualify to be considered as a mainstream investment product and can be recommended by Independent Financial Advisers
to ordinary retail investors in accordance with the rules of the Financial Conduct Authority in relation to non-mainstream investment products.

THIS DOCUMENT IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION.

If you are in any doubt as to the action you should take you should consult your stockbroker, bank manager, solicitor, accountant or other
independent financial advisor authorised under the Financial Services and Markets Act 2000 immediately if you are in the United Kingdom
or, if not, another appropriately authorised financial adviser.

If you have sold or otherwise transferred all of your holding in Scottish Mortgage Investment Trust PLC, please forward this document, together
with accompanying documents, but not your personalised Form of Proxy, as soon as possible to the purchaser or transferee, or to the stockbroker,
bank or other agent through whom the sale or transfer was or is being effected for delivery to the purchaser or transferee.


https://www.bailliegifford.com/en/uk/individual-investors/literature-library/funds/investment-trusts/scottish-mortgage/scottish-mortgage-investor-disclosure-document/
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Financial headlines
Year to 31 March 2023

NAV" (19.7%)

(borrowings at book value)

NAV" (17.8%)

(borrowings at fair value#)

Share Price” (33.5%) Benchmark™ (0.9%)

* Source: Refinitiv/Baillie Gifford. All figures are stated on a total return basis. Total return is an Alternative Performance Measure — see Glossary of Terms and
Alternative Performance Measures on pages 106 to 108. Comparatives for 2022 can be found on page 20.

Share price, NAV and 10

benchmark

(figures rebased to 100 100
at 31 March 2022) e
© Share price total return# -

@® NAV total return (after
deducting borrowings 70
at fair value)#

60
Benchmarkttotal return# M A M J J A S o N D J = M
2022 2023
Premium/(Discount)+ 5%
© Premium/(Discount) 0%
(after deducting
borrowings at fair (5%)
value#) plotted as at
month end dates (10%)
(15%)
(20%)
M A A N F M
2022 2023
Longer term performance
1year 3 years Syears 10 years
Share price (33.5%) 19.7% 571% 347.0%
NAV (17.8%) 50.8% 96.3% 431.5%
Benchmarkt (0.9%) 56.0% 62.0% 180.8%

All figures are stated on a total return basis* for period to 31 March 2023,

Source: Refinitiv/Baillie Gifford. See disclaimer on page 104.
tBenchmark: FTSE All-World Index (in sterling terms).

#Alternative Performance Measure — see Glossary of Terms and Alternative Performance Measures on pages 106 to 108.

Past performance is not a guide to future performance.
See disclaimer on page 104.
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An introduction to Scottish Mortgage

Our purpose Who helps us

Scottish Mortgage aims to identify, own and support the External insights — academics, scientists and founders
world’s most exceptional growth companies. We want to build relationships with people far more
We aim to provide long-term funding and support for clever and interesting than ourselves.

the companies and entrepreneurs building the future of We can learn so much more about the future by

our economy. engaging with those whose timeframes and

Our unconstrained approach enables us to have the perspectives are aligned with ours.

broadest opportunity set spanning both public and private By engaging with the ‘philosophers of change’ie.
companies across the globe. academics and scientists, we get diversity of thought
We see it as our duty to maximise total returns and limit which is largely lacking in financial markets.

fees so that shareholders keep more of the returns. When we do it

Our philosophy Public and private companies

What d We seek to break down the artificial divide that exists
atwedo between public and private companies by partnering

Finding outliers with great growth companies on all stages
The core of what we do is try to identify those big of their journey.

drivers of change and exploit those opportunities. )
As an investment company, our evergreen structure

Identifying robust companies with visionary leadership means we are not time limited and thus have the
—can we find a company that can scale, run by people flexibility to hold companies for as long as we see there
we trust? is an opportunity for them to make outsized returns.
Only a small number of companies matter, what we Private companies offer a lens into the future — this
aim to dois find the few that generate those extreme gives us differentiated insights into how we manage
returns. shareholders' capital. Our reputation as a long-term,

patient and committed investor gives us access to an
inner sanctum of knowledge as to which companies are
emerging that have the potential to shape our future.

How we do it
Long-term patient capital
We believe that the long-time horizon with which we

approach investing is the source of much of our Why we do it

distinctiveness and edge versus the market. Being partners not investors will have a genuine impact
We are resolutely long term through the good times While on paper we may be called investors, our mindset
and the bad. is not that. We see ourselves as partners for the long

. . . term to our companies.
Progress is rarely a straight line; we are comfortable

with the notion that extreme returns and smooth We believe that the most promising ideas will always

performance are mutually exclusive. begin small, with an individual or group of individuals,
a massive opportunity, and an audacious idea. We look
to align ourselves with companies whose trajectory
looks promising and where our support, influence, and
shareholders' capital, can accelerate their progress.

Innovation has the potential to change the world and
| have genuine impact. We, as providers of capital, can
Our mission is to identify accelerate that change.

forward-thinking
companies, often still led
by their visionary founders.
Companies that are set to
change the world. Why?
Because we believe these
outliers create the most

exceptional growth |



Invest in progress

As a shareholder you will be a part of...

Providing capital
to the most
INNOVATIVE

growth companies
in the world.

Our structure
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Supporting those
visionary entrepreneurs
who are IMAGINING
what the future
might look like.

Engaging with
INTRIGUING minds in
academic, scientific
and entrepreneurial
communities.

(o)

Participating in true,
long-term IMPACT
through engaging with
companies who are
transforming industries
which will benefit
societies and our
environment.

Scottish Mortgage is an investment trust but how does this structure benefit our shareholders?

Company status

Just like other public
companies, Scottish
Mortgage can and does
borrow money to make
additional investments.
This financial gearing can
amplify investment returns.

Our shareholders have rights,
and we seek their approval,
via votes, if we want to make
significant changes.

A board of directors looks
after the interests of our
shareholders. They meet
several times a year and
are responsible for various
things, such as overseeing
performance.

Scottish Mortgage has

paid a modest but growing
dividend for several decades.
Our structure means we can
utilise reserves and smooth
income payments over time.

Permanent capital

The closed-ended structure
provides a pool of permanent
capital. Unlike open-ended
funds, the portfolio remains
intact and is not impacted

by shareholder demand.

We have the freedom to
invest for the long term

and hold assets that can be
harder to buy and sell — such
as private companies.

Our extended time horizons
are matched by our
companies. This alignment
underpins the prospect of
enduring relationships.

Accessibility

Listed on the London Stock
Exchange, Scottish Mortgage
provides intra-day liquid
access, and our shares are
openly tradeable for investors
from around the world.

There are no performance
fees or minimum investment
restrictions.

Shareholders could benefit
from simplified tax reporting
when compared with other
structures that hold private
companies.

Democratising access
to private companies

We offer shareholders liquid
access to private companies
—adistinct offering in today’s
market.

We own companies
uninterrupted on their
journey from private to public
—shareholders benefit from
long-term compounded
returns.

Access to private companies
is dependent upon
relationships and reputation
- our shareholders benefit
from the access we enjoy
but without paying fees
normally associated with
private equity funds.

Underpinning everything is a genuine commitment to low costs. We believe our duty to shareholders is to limit fees.
Put simply, lower charges directly translate into shareholders keeping more of the returns generated from their investment.

Our scale and commitment to low costs enables us to offer genuine value for money.

Although there are benefits to the investment trust structure, there are also risks involved. To make sure you are
comfortable with these risks, please see page 102 for more information.
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Strategic report

This strategic report, which includes pages 4 to 46 and incorporates the statement

from the Chair, has been prepared in accordance with the Companies Act 2006.

Statement from the Chair

Introduction
Scottish Mortgage was founded after the
market crash of 1909 to provide capital to
businesses that had huge potential but
limited access to funding. Over the course of
our 14-year history, we've seen many market
highs and lows. Each time we have faced challenge,
we have emerged in strong shape with a renewed
determination to deliver value to our shareholders.

Today is no different. This has been a year of continued
economic, political, and social disruption in many parts of
the world. Whilst there were good signs of recovery from
COVID-19, the war in Ukraine led to significant uncertainty
and contributed to soaring inflation and rising interest rates,
creating challenging conditions for many companies. The
current headwinds are not a new economic phenomenon,
and we are confident in our ability to navigate through to
calmer waters.

However, we recognise that — notwithstanding the
macro-economic headwinds — performance in recent years
has been disappointing. The Board shares this disappointment
but remains confident that Scottish Mortgage is a strong
long-term investment. We firmly believe in the fundamentals
of our investment portfolio, which has delivered so much
value over many decades.

The challenges we have faced have not been unique to
Scottish Mortgage. Market turbulence has impacted all
companies, and it would be wrong to allow short-term
market volatility to influence our long-term investment
decisions. That is why the Managers have continued to do
what they do best — engaging with portfolio companies
through the cycle, as well as selecting and patiently
investing in new growth businesses with extraordinary
potential from around the world.

Portfolio update

Your capital has benefitted hundreds of businesses over
many decades, providing much needed equity to high-
potential, high-growth companies. The Managers have
identified some truly ground-breaking businesses that are
building the future of the global economy. These companies
have the potential to be category winners, and their visions
for the future need long-term capital to become a reality.

Our investments span a wide range of companies in
technology and healthcare, decarbonisation, and digitalisation,
as well as entrepreneurs pioneering brand new frontiers.

A significant proportion of the Company is invested in
publicly listed equities, including Moderna, whose vaccines
played a critical role in addressing the pandemic, and which
remains our largest holding. Other significant listed holdings
include ASML, an innovation leader in the semiconductor
industry; Tesla which continues to transform battery energy

Past performance is not a guide to future performance.
See disclaimer on page 104.

storage solutions for the automotive and clean energy
industries; and MercadolLibre, Latin America's most popular
ecommerce site.

Increasingly often, high-growth companies are found in
private markets. Investing in private companies has formed
part of the Company’s investment strategy since 2012.
Scottish Mortgage does not invest in start-ups, and as such,
we are not venture capitalists. We invest in large, late-stage
companies, with an average size of US$10 billion and a
global footprint. There are some very exciting companies in
the private company investment portfolio, including
Zipline, a drone company which began by delivering blood
supplies in Rwanda and is scaling up its operations in the
United States. UPSIDE Foods which is revolutionising food as
one of the leading cultivated meat companies in the United
States; and Denali Therapeutics, a biotechnology company
focused on finding a cure for neurodegenerative diseases
such as Alzheimer's and Parkinson's.

Five companies make up nearly half of the Company's
overall exposure to private firms, and they have generally
performed better than their publicly listed peers, raising
money at higher valuations than last year, despite the
market turmoil. We employ a rigorous valuation process,
which is described in the Managers' report on page 12; in
summary it involves a dedicated team at Baillie Gifford,
independent of the fund managers, plus valuation reports
prepared by an independent third party, S&P Global.

At the 2020 AGM shareholders approved a limit on private
investments of 30% of the total assets of the Company,
measured at the time of purchase, and we continue to believe
that this provides the Company with the appropriate flexibility
to invest in some of the world's most exceptional growth
companies that have chosen to remain private. The exposure
at 31 March 2023 was 28.6% and the Board and the Manager
will continue to monitor this closely.

Performance

12 months to

Total return* (%) 31 March 2023

NAV (17.8%)
Share price (33.5%)
FTSE All-World Index (0.9%)
GClobal Sector Average — NAV (8.2%)
Global Sector Average —share price (13.6%)

Source: AIC/Refinitiv/Baillie Gifford. NAV after deducting borrowings
at fair value*.

* Alternative Performmance Measure — see Glossary of Terms and
Alternative Performance Measures on pages 106 to 108.

The Company posted a negative return in the year to

31 March 2023. Whilst this is a disappointing result, our view
is that this represents too short a time frame on which to judge
returns given the long-term nature of the investment strategy.



Over the last 10 years, Scottish Mortgage's net asset value
(NAV) per share has increased by 432% compared to a 181%
increase in the FTSE All-World index. This track record of
delivering strong returns and our reputation for identifying
high-growth companies that will transform society means
that we continue to be regarded as one of the UK's leading
investment trusts. We are a long-term investment, and
investors who share our belief in the underlying strengths
of the portfolio expect to benefit from future out-performance.

Five years to
31 March 2023

Ten years to

Total return* (%) 31 March 2023

NAV 96.3% 431.5%
Share price 571% 347.0%
FTSE All-World Index 62.0% 180.8%
GClobal Sector Average — NAV 70.2% 2777%
Global Sector Average — share price 49.4% 244.0%

Source: AlIC/Refinitiv/Baillie Gifford. NAV after deducting borrowings
at fair value*.

* Alternative Performance Measure — see Glossary of Terms and
Alternative Performance Measures on pages 106 to 108.

Value for money

We strive to keep the cost of investing low for shareholders
to retain as much of the return on their investment as
possible. Ongoing charges for the year were 0.34%,
representing a small rise on the previous financial year
(0.32%). This is due to reduction in the proportion of

total assets above £4 billion, which attracts the lowest
management fee rate of 0.25%. The ongoing charge figure
remains less than most actively managed funds in public
funds, and significantly less than private equity funds.
Notwithstanding recent performance, the Board and
Managers continue to believe that Scottish Mortgage
offers shareholders excellent value for money.

Financial position

The Board remains committed to the strategic use of
borrowing, which is one of the principal advantages of
the investment trust structure. The extent and range of
gearing is discussed by the Board and Managers at each
Board meeting.

With a backdrop of falling equity markets, the absolute
level of borrowing was actively gradually reduced over the
period to remain within an appropriate range with net
asset value. The Board and Managers repaid US$396 million
(£322.2 million) of revolving variable-rate bank facilities.

The weighted average cost of debt, based on drawn down
borrowings is 2.98% as at 31 March 2023 (2.58% as at 31 March
2022). Additionally, the £75 million 6.875% debenture was
redeemed on maturity on 31 January 2023 and not refinanced.

At the end of the year gearing was 14%, a small increase
from 13% at 31 March 2022.

Earnings and dividend

The Managers seek to maximise total return by providing
growth capital to a global portfolio of public and private
companies. One common characteristic across these
companies is that many choose to retain and reinvest most
of their earnings to support future growth. This results in

a relatively low level of dividend income for your Company.
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However, over the year income received by the Company
more than doubled in value to £49.0 million. This can

be accounted for by increased income from the portfolio
companies — most notably Ant Group, Kering and ASML,
which raised dividends following good operational
performance. Additionally, the rising interest rate
environment increased the level of deposit income
received.

As a Board we acknowledge the importance of providing
a predictable and growing level of dividend income, to
help shareholders plan for their own overall portfolio
income needs. The requirement for investment trusts to
retain no more than 15% of income has necessitated a
significantly larger increase, in percentage terms, in the
dividend than would otherwise have been proposed.
Accordingly, the Directors are recommending that this
year the total dividend be increased by 14.2% to 4.10 pence
per share (2022 — 3.59 pence per share). Future increases
to the dividend are however, expected to be consistent
with the more modest uplifts in recent years unless higher
levels are required to maintain investment trust status.
Liquidity

With a backdrop of heightened market anxiety, particularly
around growth and private company investing — the share
price moved from a discount to net asset value of 0.5% to
19.6%. The Board is acutely aware that such moves can be
discomfiting for shareholders. Over the year, we sought to
address the excess supply of shares by buying back

36.5 million shares at a total cost of £283.3 million, which
represented 2.5% of the share capital in issue at the start of
the year.

The Board remains committed to facilitating trading
around net asset value over the long term and under
normal market conditions, but it is important to note that
the Liquidity Policy does not imply any guarantees. The
Board and the Managers take a pragmatic approach in
making capital allocation calls between buying back shares
and other uses of capital such as making new investments
and reducing debt. All of this with an aim of enhancing
shareholder returns over the long term.

Environmental, Social and Governance (ESG)
The Board recognises the importance of considering
ESG factors when making investments and has asked
the Managers to take these issues into account.

The Managers' approach to sustainable investing is
underpinned by five core beliefs that are detailed in
‘Our Approach to Governance'. We recommend this as a
valuable reading to all shareholders, and it can be found
on the website scottishmortgage.com.

Some examples of the Managers' engagement with portfolio
holdings on governance matters are provided in the
Stewardship and Governance Engagement report on page 18.

It is the Board's responsibility to monitor activity and
progress in areas such as voting and engagement, and the
Company's voting record can also be found on the website.

Shareholder engagement

The Annual General Meeting will be held at 4.30pm on
Tuesday 27 June 2023 at The Royal College of Physicians
of Edinburgh, 11 Queen Street, Edinburgh EH2 1JQ.


https://www.scottishmortgage.com/en/uk/individual-investors/insights/ic-article/2022-q2-scottish-mortgage-our-approach-to-governance-10010365
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As always, | would invite shareholders to attend, raise

any questions they may have and exercise their votes.
Shareholders are also able to submit proxy voting forms
before the applicable deadline and to direct any comments
or questions for the Board in advance of the meeting through
the Company’'s Managers, Baillie Gifford. Alternatively, they
may also get in touch via either of the Corporate Brokers,
Jefferies International and Numis Securities. Contact details
for all three firms are included in the Annual Report and
are available on their respective websites.

I would also encourage shareholders to maintain an
active dialogue with the Company throughout the year.
The Company's Managers hold multiple shareholder
meetings and events around the country throughout the
year, as well as via webinars and ‘Insight’ pieces published
on the Company’s website.

Board update

As announced in March, | will be retiring from the Board
at this year's AGM. | first signalled my intention to step
down in 2020 but remained as Chair at the request of my
fellow Board members to provide continuity given the
extraordinary circumstances of the pandemic and a period
of transition with the Board and Managers.

This has allowed us to plan for succession, and following a
process led by the Nomination Committee, the Board was
unanimous in supporting Justin Dowley, our current Senior
Independent Director, as the Company's new Chair. Subject
to his re-election by shareholders, Justin will take over as
Chair following the AGM on 27 June.

Professor Paola Subacchi will also step down at the AGM
after nine years on the Board. | extend my sincere thanks
to Paola for her dedication to Scottish Mortgage during
her tenure. On behalf of the Board, | would like to wish
her every success in her future non-executive roles and
distinguished executive career.

Professor Amar Bhidé left the Board in March following a
fundamental difference in view on the ongoing suitability
of the Company'’s investment policy as it relates to the
Company's ability to invest in companies not listed on a
public market (see ‘Investment policy’ on page 40), and

on whether the Board should maintain its stance on
managing the discount/premium (see ‘Liquidity policy’

on page 40). The Directors discussed these matters on a
number of occasions during Professor Bhidé's tenure and
the Board does not currently intend to change its stance or
to recommend to shareholders any proposed changes to
the Company’s investment policy, although it continues to
keep the ongoing suitability of the investment policy under
regular review. The Board welcomes two new Non-Executive
Directors, Sharon Flood and Vikram Kumaraswamy. Sharon’s
and Vikram's appointments are subject to shareholder
ratification at the forthcoming AGM.

Sharon is a Non-Executive Director of Getlink SE, where
she is Chair of Safety and Security, and Pets at Home PLC,
where she is Chair of the Remuneration Committee and
formerly Chair of the Audit Committee. Sharon previously
served as Chair of Seraphine Group PLC and ST Dupont SA,

and as non-executive director and Chair of the Audit
Committees at Crest Nicolson PLC, and Network Rail.

A Fellow of the Chartered Institute of Management
Accountants, Sharon has also held leadership roles at

Sun European Partners and the John Lewis Partnership.
She is currently a Trustee of the University of Cambridge
and formerly a Trustee of both the Science Museum Group
and Shelter. On appointment, Sharon will join the Audit
Committee and Nomination Committee.

Vikram Kumaraswamy is the Head of Strategy and Corporate
Development at Unilever. He leads portfolio development
and capital allocation for the group, with responsibility for
strategy, M&A sourcing and execution, competitor intelligence
and corporate venturing. A chartered accountant, Vikram
was responsible for significant changes to Unilever's portfolio,
positioning the company for superior long-term growth
and involved in other strategic transformation initiatives.
Vikram was previously CFO of PT Unilever Indonesia Tok,
based in Jakarta. On appointment, Vikram will join the
Audit Committee and Nomination Committee.

I am delighted to welcome Sharon and Vikram and subject
to their election at the AGM, | am sure that the Board will
greatly benefit from their contributions.

Outlook

We remain confident that Scottish Mortgage merits a
place in all portfolios and that shareholders benefit from
the patient, long-term approach taken by your Managers.
The Company has a clearly defined investment philosophy
and process, owning and supporting the world's most
exceptional growth companies. The Company will continue
to pursue its unconstrained approach to investing in the
broadest opportunity set, spanning both public and private
companies across the globe. We are resolute in our duty to
maximise total returns and limit fees so that shareholders
enjoy the maximum benefit of their investment. Whilst
there is no doubt that the year ahead will present challenges,
we have plenty of reasons for optimism as we continue to
invest in companies that are building a better future.

It has been my very great privilege to serve on the Board.
As | step down as your Chair, | would like to thank my fellow
Directors for their commitment and dedication to Scottish
Mortgage. | would also like to thank Tom Slater, Lawrence
Burns, and each of the teams at Baillie Gifford. We refer to
‘The Managers', but in truth, there are many people behind
the scenes working tirelessly to deliver for our shareholders.

The Board will continue to act in the interest of shareholders
to ensure an appropriate balance of opportunity and risk.
We are grateful to you for the trust you place in us and
for your ongoing and consistent support of the Company.
I am confident that Scottish Mortgage will continue to
create long-term sustainable value for shareholders in
2023 and beyond.

Fiona McBain
Chair
16 May 2023



Managers' review — Tom Slater

Geopolitical tensions have escalated this year, most notably
with Russia’'s invasion of Ukraine, which marked the return of
major war to Europe and had significant global repercussions.
The invasion exposed the fault lines between nations and
created economic challenges such as price shocks, supply
disruptions and food shortages. Inflation emerged as a
global concern, affecting both developed and developing
nations alike. Meanwhile, the great power competition
between the United States and China intensified, with both
countries adopting increasingly adversarial stances and
actions, further straining their relationship. On a more
positive note, many countries abandoned lockdowns, travel
restrictions, and other pandemic-related measures due to
the success of vaccines and therapeutic treatments.

Having initially been slow to respond to rising inflation,
central banks raised interest rates aggressively. The US
Federal Reserve was holding the federal funds rate at
around zero as recently as the first quarter of 2022 and
buying billions of dollars of bonds every month to stimulate
the economy. This started to change in March 2022 with
the first of a series of rate increases that summed close to
five percentage points over the company'’s financial year,
one of the steepest increases on record. This has led to
strain in the banking sector and the collapse of several US
regional banks. The impact of tighter financial conditions
on consumers, inflation and the broader economy will be
felt over the coming year, given the delays in the system.

Northvolt — producing lithium-ion batteries in a sustainable way for use in
electric vehicles. © Northvolt.
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In this environment, investors have flocked to assets that
are already proven and profitable. Predictability can have a
deep allure as uncertainty grows and people are fearful.
INnvesting in such assets may be appropriate for others, but
we are sceptical that our shareholders will benefit in the
long run if we too resort to following the crowd. Buying
predictability may provide temporary comfort, but it is by
embracing discomfort that we can entertain the possibility
of outsized returns from exceptional companies. The
universe of businesses with bounded opportunities and
well-analysed competitive positions is unlikely to yield
extraordinary outcomes.

The sharp increase in interest rates and associated collapse
in the supply of capital has led to a fearful mood in financial
markets. This negative disposition ignores the exciting
progress in several key technologies and companies. The
deterioration in markets has a greater impact in the near
term, both through the immediate prospects for corporate
profitability and the decline in our stock price relative to the
value of our assets. However, over the longer term, the more
profound consequences will come from developments in
areas such as mMRNA-based medicines or artificial intelligence.

Progress

Growth and innovation are not dependent on the direction
of macro-economic developments. Instead, we pay close
attention to exponential trends such as Moore's Law in
semiconductors, Carlson's curve in genomic sequencing or
Wright's Law in manufacturing. These predictable
trajectories of progress are a valuable way to understand
what is happening in the world. A feature of these laws is
that progress each year can underwhelm but cumulative
progress over a decade or more is remarkable. The past year
was an exception because there were breakthroughs across
various industries and technologies.

One striking example came from healthcare and our
largest holding, Moderna. The company has demonstrated
that mRNA technology can be used to create effective
personalised cancer vaccines. Phase 2 trials in advanced
melanoma showed a 44% increase in survival for those
taking the therapy in addition to the current standard of
care. Pharmaceutical giant Merck paid US$250 million to
co-develop the technology with Moderna, and we expect
Phase 3 trials in various cancer types to launch this year.
Moderna now has 30 vaccines in clinical trials for infectious
diseases and with the addition of therapies for cancer, liver
disease and lung disease, the number of potential
applications for Moderna's technology is multiplying.

While the focus of energy markets was on the immediate
impact of the crisis in Ukraine, the long-term trajectory
away from carbon remains. The Inflation Reduction Act in
the United States has created a framework for significant
investment in electrification, aiming to prevent Chinese
companies from dominating the supply chain. Europe
must respond with an equivalent strategy to avoid all the
industrial capacity being built elsewhere.

Our holding Northvolt, the European battery manufacturer,
made its first commmercial deliveries in 2022 as its production
facilities in Northern Sweden ramped up. It is tapping into
enormous latent demand for electrification and has
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SpaceX Starship rocket. © SpaceX.

announced US$55 billion of contracts to supply major
automotive manufacturers. It is expanding its
manufacturing footprint outside Sweden as it scales up
rapidly to meet the industry's needs.

Solar generating capacity doubled in the three years to
2022 although it remains less than 5% of the global energy
mix. In December, there was the first confirmed example
of net power production from a nuclear fusion reaction.
This result has proven elusive for several decades and is
an important milestone on the path to harnessing the
technology. The price deflation that will eventually flow
from renewable generation makes identifying direct
investments challenging, but it is crucial to consider

how abundant clean energy will impact society's ability
to innovate.

The Henry Adams curve describes the 7% annual growth in
energy available to civilisation since the invention of the
steam engine 300 years ago. However, since the 1970s oil
price shocks, we have fallen off the curve and energy
consumption in Western economies has stagnated. As a
result, we have seen significant innovation in areas where
we can do more with less. Semiconductors have turned
some science fiction predictions into reality, but advances
in other areas have lagged. We have few space stations, no
lunar landings or bases, no interplanetary travel or colonies
and no supersonic aircraft or flying cars. Amidst the many
challenges, a missing ingredient for all these endeavours
has been abundant, low-cost, clean energy.



Our largest private holding, Space Exploration Technologies
(SpaceX) made 60 launches in 2022, more than one per
week and twice the number it achieved the previous year.
The commercial space market has finally become a reality
thanks to SpaceX's reusable rockets, which have reduced
launch costs by 95% from those of the space shuttle. This is
even more striking when you consider that Moore's law
and associated software have made each kilogram of payload
much more productive. The first iterations of extra-terrestrial
services have been focused on sectors such as agriculture
and mining. Consumer applications are now appearing,
including T-Mobile and SpaceX’s collaboration to eliminate
the mobile-reception dead zones that still cover 20% of the
US landmass. Over time, R&D, manufacturing, tourism, and
other space-based applications will become more common.

We have been commenting on progress in Artificial
Intelligence (Al) for some time, and we saw some meaningful
breakthroughs this year. At the risk of hyperbole, this could
be the start of another computing paradigm akin to the
personal computer or smartphone. Most noteworthy was
the success of OpenAl in making Al technology available to
non-technical users with the release of ChatGPT. The service
signed up a hundred million users in just two months as
engineers and entrepreneurs recognised the potential
offered by this approach to computation. Al can already
augment human software programmers and enhance
productivity, and Al services will likely write most computer
code in the future. The implications of Al-generated student
essays are less encouraging and only a minor example of
the governance challenges these systems will create.

Al will likely transform many parts of the economy, but it
would be foolhardy to make specific predictions. We can,
however, say with some certainty that Al systems will
require a lot of silicon. OpenAl has suggested that the
computing power needed to run the latest models doubles
every 14 weeks. Our holding NVIDIA is a key supplier and
enjoys formidable advantages, as the chip technology it
has built over decades for computer games has proven
ideally suited for Al computation. The semiconductor
industry depends on ASML's exceptional engineering skills
to produce cutting-edge chips, and Al is just one driver of
the strong demand we anticipate over the next decade.

One of the largest Al companies in the world, Tesla, rolled
out initial access to its full self-driving software in the US
this year. It has now driven 150 million autonomous miles,
providing it with a vast data advantage over the rest of the
automotive industry. The system’s capability is already
impressive, but the pace of improvement will be most
important over time. In the short run, new vehicle sales will
face headwinds from higher interest rates, but electric
vehicles continue to gain share and Tesla, as the market
leader, has the scale and profitability to invest and grow in
challenging conditions. In the long run, its software and Al
capabilities will be deployed to a much larger fleet of
vehicles, and others will struggle to compete.
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Portfolio

Turnover in the portfolio remains low, reflecting our belief
in the companies we own. The lone sale from last year's top
thirty was Alibaba. We reduced other Chinese holdings and
sold two smaller positions, KE Holdings and Full Truck
Alliance. These sales were driven by concerns about the
growth of big online platform companies in China after
several regulatory interventions, as well as reflecting
disquiet about deteriorating Sino-US relations. China
remains an important market for stockpickers. It is one of
the world's largest economies and home to some of the
most innovative management teams we know (our best-
performing stock last year was the Chinese ecommerce
company PDD). However, we will continue to manage the
overall exposure of the Company in light of the geopolitical
environment.

We have substantially reduced our holding in [llumina,
the sequencing machine company. We still believe gene-
sequencing is a fundamental building-block for advances
in healthcare, but the company's execution has been
disappointing, which has been reflected in a weak stock
price. We have retained positions in other companies
where valuation declines have hurt us in the short run.
Ginkgo, the synthetic biology company, has struggled to
explain its story to public market investors since listing in
2021 but has delivered operationally and is well placed to
consolidate its nascent market. Blockchain.com, the crypto
banking business, has been hit by the weak digital asset
market and the bankruptcy of a large customer but ought
to have a much stronger competitive position in the next
up-cycle given the larger problems experienced by its
peers. We are confident that Affirm, the US point-of-sale
lender, will be able to navigate the interest rate cycle while
maintaining credit quality and growing its loan book.

We purchased a new holding in the g