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Q: How does your team develop a theme?
Our thematic approach is a disciplined framework for idea generation. We’re looking for inflection points in
industries—whether they’re secular, cyclical or structural—because we believe inflection points allow us to
have a divergent view on an industry’s long-term return on capital, which is what we need to deliver alpha.
When we identify a potential inflection point, we build an industry model so we can understand what is
driving that inflection point—whether it’s units, price, margins, etc.—and the change that driver could have on
the entire industry’s return profile. We then try to quantify the potential differentiation from that driver, along
with the change in the return on capital of the industry to forecast whether we can profit from having both
earnings upside and multiple expansion for the industry.

Q: How does your thematic work translate into stock selection and portfolio construction?
Our industry work is underpinned by the detailed, fundamental bottom-up models we build on all our
investments—consistent across every industry. We forecast the earnings power and the ROIC for each
company on a five-year forward basis. We establish an expected outcome for each company that’s based
on a discounted cash flow analysis and our estimates of the forward ROIC and ROIIC. We also quantify the
earnings power differentiation potential based on our thematic work. We use this target and the differentiation
to size holdings and optimize the portfolio. Our aim is to continuously seek the best risk-adjusted returns while
eliminating subjectivity from our process.
To recap, we start at the theme level. We do rigorous, bottom-up research on each company we invest in.
And then we optimize the portfolio to naturally reflect our process and to help maintain objectivity around
our research.

Q: Where are some areas you are finding thematic inflection now?
A key area of inflection we are seeing is data and the growing role it plays in society and across various sectors.
Low-cost sensors, along with cheaper and faster computing resources, are enabling the connectivity of the
real world in a paradigm shift to what is called the Internet of things, or the IoT.
We’ve gone from smartphones and smart TVs to smart factories, smart health, smart cars and smart homes—
connectivity has become deeply ingrained in our society. And with that connectivity comes still more data—
we’re just scratching the surface on the scale of what data generation will be. Data creation in general is already
doubling every two years, and it’s estimated machine data will grow 50 times over the next five years.

Q: What investment opportunities are you finding based on the growth of data?
We’re focused on companies providing the core infrastructure to individuals and enterprises to better capture,
analyze and derive insights through their data.
From an investment perspective, there’s three buckets where we think we can find differentiation. We’re
looking into companies providing core infrastructure that enables connectivity and storage. We’re interested
in enterprise beneficiaries that are exposed to the growth of new IoT devices. And we’re looking at software
and applications that provide the data analytics to enable real-time decision-making.
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As it relates to infrastructure, the 5G network is estimated to accelerate the IoT by providing a 10-times boost in speed and reliability of wireless
networks. This means data stored in data centers should nearly quintuple by 2021 globally, and it’s expected to stimulate over $1 trillion of
economic activity.
As for enterprise beneficiaries, we are cognizant that while there are approximately 1.5 billion PC users and 7 billion smartphone users, there may
be over 100 billion IoT devices. And the data stored on them could be five times higher than that of today.
And as for software and applications, the digitization of the enterprise is a driving force for tech budgets right now. CIOs are prioritizing spend to
better understand their data and enable real-time decision-making to drive business agility and cost optimization. We believe we’ll continue to see
a large inflection in software spend to process this information.
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Investment Risks: A non-diversified portfolio may invest a larger portion of assets in securities of a smaller number of issuers and performance of a single issuer may affect overall portfolio performance greater than in a diversified
portfolio. The portfolio’s use of derivative instruments may create additional leverage and involve risks different from, or greater than, the risks associated with investing in more traditional investments. High portfolio turnover may
adversely affect returns due to increased transaction costs and creation of additional tax consequences. Securities of small- and medium-sized companies tend to have a shorter history of operations, be more volatile and less liquid
and may have underperformed securities of large companies during some periods. International investments involve special risks, including currency fluctuation, lower liquidity, different accounting methods and economic and political
systems, and higher transaction costs. These risks typically are greater in emerging markets. Investors investing in strategies denominated in non-local currency should be aware of the risk of currency exchange fluctuations that may
cause a loss of principal. These risks, among others, are further described in Artisan Partners Form ADV, which is available upon request.
Unless otherwise indicated, the Artisan Strategy characteristics relate to that of an investment composite or a representative account managed within a composite. It is intended to provide a general illustration of the investment strategy and
considerations used by Artisan Partners in managing that strategy. Individual accounts may differ, at times significantly, from the reference data shown due to varying account restrictions, fees and expenses, and since-inception time periods, among
others. Where applicable, this information is supplemental to, and not to be construed with, a current or prospective client’s investment account information.
This commentary represents the views of the manager as of 31 Mar 2019 and do not necessarily represent those of Artisan Partners. The views and opinions expressed are based on current market conditions, which will fluctuate and those views
are subject to change without notice. While the information contained herein is believed to be reliable, there is no guarantee to the accuracy or completeness of any statement in the discussion. Any forecasts contained herein are for illustrative
purposes only and are not to be relied upon as advice or interpreted as a recommendation.
This material is provided for informational purposes without regard to your particular investment needs. This material shall not be construed as investment or tax advice on which you may rely for your investment decisions. Investors should consult their
financial and tax adviser before making investments in order to determine the appropriateness of any investment product discussed herein. In no event shall Artisan Partners have any liability for direct, indirect, special, incidental, punitive, consequential
(including, without limitation, lost profits) losses or any other damages resulting from the use of this material.
Alpha is a quantitative measure of the volatility of the portfolio relative to a designated index. A positive alpha of 1.0 means the fund has outperformed its designated index by 1%. Correspondingly, a similar negative alpha would indicate an
underperformance of 1%. Return on Invested Capital (ROIC) is a measure of how well a company generates cash flow relative to capital invested in the business. Return on Incremental Invested Capital (ROIIC) is a measure of how well a
company generates cash flow relative to each additional unit of capital invested in the business.
Artisan Partners Limited Partnership (APLP) is an investment adviser registered with the U.S. Securities and Exchange Commission (SEC). Artisan Partners UK LLP (APUK) is authorized and regulated by the Financial Conduct Authority and is a registered
investment adviser with the SEC. APEL Financial Distribution Services Limited (AP Europe) is regulated by the Central Bank of Ireland. APLP, APUK and AP Europe are collectively, with their parent company and affiliates, referred to as Artisan Partners
herein. Artisan Partners is not registered, authorised or eligible for an exemption from registration in all jurisdictions. Therefore, services described herein may not be available in certain jurisdictions. This material does not constitute an offer or solicitation
where such actions are not authorised or lawful. Further limitations on the availability of products or services described herein may be imposed.
This material is only intended for investors which meet qualifications as institutional investors as defined in the applicable jurisdiction where this material is received, which includes only Professional Clients or Eligible Counterparties as defined by the
Markets in Financial Instruments Directive (MiFID) where this material is issued by APUK or AP Europe. This material is not for use by retail investors and may not be reproduced or distributed without Artisan Partners’ permission.
In the United Kingdom, issued by APUK, 25 St. James’s St., Floor 3, London SW1A 1HA, registered in England and Wales (LLP#: OC351201). Registered office: Reading Bridge House, Floor 4, George St., Reading, Berkshire RG1 8LS. In Ireland,
issued by AP Europe. Location and registered office: Fitzwilliam Hall Office Suites, Suites 202 to 204, Upper Pembroke Street, Dublin 2, Ireland (Company Registration Number 637966).
Australia: This material is directed at wholesale clients only and is not intended for, or to be relied upon by, private individuals or retail investors. Artisan Partners Australia Pty Ltd is a representative of APLP (ARBN 153 777 292) and APUK (ARBN
603 522 649). APLP and APUK are respectively regulated under US and UK laws which differ from Australian laws and are exempt from the requirement to hold an Australian financial services license under the Australian Corporations Act 2001 in
respect to financial services provided in Australia.
Bailiwick of Guernsey: The financial services referred to in this material and this document are not being made available in the Bailiwick of Guernsey (Guernsey) to more than 50 persons in Guernsey and the financial services may not be accepted
by more than 50 persons in Guernsey.
Canada: This material is distributed in Canada by APLP and/or Artisan Partners Distributors LLC, which conduct activities in Canada under exemptions from the dealer, portfolio manager and investment fund manager registration requirements of
applicable Canadian securities laws. This material does not constitute an offer of services in circumstances where such exemptions are not available. APLP advisory services are available only to investors that qualify as “permitted clients” under
applicable Canadian securities laws.
© 2019 Artisan Partners. All rights reserved.
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