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Daniel J. O’Keefe, lead portfolio manager of the Artisan Partners
Global Value Team, recently sat down with a panel of legendary value
investors to discuss the current environment and offer perspectives on a
post-pandemic world. The conversation ranged from fiscal and monetary
action to shifts in consumer spending patterns and the prospects for
commercial airlines. The panelists turned introspective as well, offering
thoughts on what behaviors can help lead to longevity in the business
and deliver alpha over time. We’ve shared Dan’s insights here.
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On the markets’ recovery…
		We’ve likely had the largest and swiftest injection of money from both monetary policy and
the fiscal side. Usually in a crisis, it can take a year before the government reacts. Certainly
in the financial crisis of 2007-2008, it took a long time before there was huge fiscal and
monetary intervention. I would guess it happened faster this time because authorities
have become accustomed to injecting money in the economy over the last 10 years. This
is certainly true in the US, where we injected close to what we spent on World War II over
three years, in 2020 dollars, into the economy during the pandemic, so don’t underestimate
that. That is absolutely unprecedented and massive—and I think more than anything else—
speaks to the very quick recovery in the equity markets.
On broad fiscal and monetary support…
		Now we have a Democratic Senate, and every American is going to get a $2,000 check. What
are they going to do? They’re going to spend it. It was a luxury for precision. The second time,
you should have learned a lot. You’ve had six or seven months to learn to be more efficient
and effective with what we have. And I think that’s what is missing. Let’s remember, a good
chunk of the country is doing as well or better than they ever have, so why are we showering
money on people who don’t need it? [In discussing the lack of precision so far…] It doesn’t
really make any sense. Send the money in meaningful amounts to where it’s really needed.
On consumption spending…
		I think one of the most important ways to understand the potential for the economy to take
off and the latent power of the consumer to spend is to look at the banking system. We’ve
gone through this tremendous economic dislocation and had a period of extremely high
unemployment, and we still have high unemployment, but not as high as it was in March
or April. But if you look at banks, loans have not gone bad yet. I own Citigroup and it’s taken
enormous provisions, but it hasn’t written off any loans in any meaningful ways, and American
Express is the same way.
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		Typically, in a crisis, you see loan losses go up, which is just another way of demonstrating the pain the consumer has suffered. In a
crisis, that reflects consumers’ basically stepping backwards. Then, in order for the economy to go forward, those same consumers
have to sort of rebuild before they can go forward again from the prior peak.
		We haven’t seen a step down. We’ve seen loans retain their quality even though banks have provided for them—which is another way
of saying consumers have not really gone backward in a significant way in terms of their potential to spend. Once the coast is clear,
I think you’re going to see just an incredible amount of money being pushed into discretionary areas—particularly travel, vacations,
those types of things—because there hasn’t been with a large portion of the population the type of retrenchment you normally see.
On investing in Chinese stocks…
		You look at the FTC’s action against Facebook and Google, and you can read hundreds of pages of Congressional committee
conclusions. You can compare it against legal precedent, and you can compare it against the law. With China going after Alibaba—
into which they’re currently pursuing antitrust investigations—it’s a one-page press release with a few bullet points. There’s no rule
of law behind it, and you have no idea. They’re going to do whatever they want. They can’t do that in the US.
		I’ve always been leery of Chinese stocks because it’s a totalitarian dictatorship. If you invest in Alibaba or Baidu, you don’t actually
own the company. You own this bizarre variable interest entity structure, which doesn’t give you any real rights, so anybody who
owns that should be cautious.
On airline stocks…
		Southwest is in a better position than most of the other airlines in the US to recover because it’s a purely domestic business. It’s less
reliant on business travelers and has virtually no international exposure. It’s all domestic and mostly leisure, and it has a very strong
balance sheet. It went in with the strongest balance sheet [among the major carriers]. It went in [to the pandemic] with a net cash
balance sheet, and it continues to be in a very strong position.
		You’re actually seeing Southwest start to play a little bit of offense, adding some new routes, so that it’s in a structurally better
position to grow as demand comes back. I think the business will do very well. It’s recovered a lot from the bottom, and for this
stock to do really well from here, there does need to be a surge of travel such that we see even higher than normal travel rates. We
need to get back to 2019 very quickly and above it. I think it’s possible, given the pent-up demand, that we see an extraordinary
surge, which would make the valuation attractive. If we don’t see that, then the valuation is decent but not great.
On missed opportunities…
		We have errors of commission and we have errors of omission, and the errors of omission are virtually infinite. You learn in your
money management career relatively early to not go too far down that route at all, because it can literally drive you insane.
		The biggest mistake I’ve made over the last probably year or 10 years is just not having bought enough of these very strongly
growing technology companies. We looked at Amazon earlier this year and passed on it. I think it’s done very well from March
on and certainly done very well from three years ago. That’s probably the biggest single mistake, as a value investor, is just not
having recognized [that opportunity]. Even though I’ve owned Google and Facebook as some of my biggest positions, it hasn’t
been enough given the shift in the economy and the value creation and destruction that creation has caused in other parts of the
economy. That’s my biggest mistake.
On essential characteristics of a great value investor…
		You have to be extremely stubborn on the one hand, and you need to be extremely flexible on the other hand. You need to be able
to go into a situation and say, “OK, the stock is price is going down. I don’t care. I see value here where others don’t.” That’s where the
stubbornness comes in. On the other hand, you have to be extremely flexible when new information comes in and you’re wrong.
You need to say, “OK. I was wrong. I’m done. I’m moving on.” Those two characteristics reside very uncomfortably inside all of us
individuals, and that’s what we have to deal with.
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Past performance is not indicative of future results.
The views and opinions expressed are those of the speaker as of 7 Jan 2021, and do not necessarily represent those of Artisan Partners and 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. This material is for informational purposes only and should not be considered as investment advice or a recommendation of any investment
service, product or individual security. Any forecasts contained herein are for illustrative purposes only and are not to be relied upon as advice or interpreted as a recommendation.
Investment Risks: Current and future portfolio holdings are subject to risk. 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. Securities of small- and medium-sized companies tend to have a shorter history of operations, be more volatile and less
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and investor capital is at risk. 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.
For the purpose of determining the portfolio’s holdings, securities of the same issuer are aggregated to determine the weight in the portfolio. The discussion of portfolio holdings does not constitute a recommendation of any individual
security. The holdings mentioned above comprise the following percentages of a representative account within the Composite’s total net assets as of 31 Mar 2021: Artisan Global Value Strategy—Alphabet Inc 4.1%, Facebook Inc 3.8%,
Citigroup Inc 3.5%, Berkshire Hathaway Inc 3.1%, American Express Co 3.4%, Southwest Airlines Co 2.3%. Artisan Select Equity Strategy—Alphabet Inc 4.9%, Berkshire Hathaway Inc 5.1%, American Express Co 5.2%, Citigroup Inc
4.9%, Facebook Inc 4.7%, Southwest Airlines Co 2.2%. This discussion is not intended to be a recommendation of any individual security. Securities mentioned that are not listed here are no longer held in the portfolio as of the period
end. The portfolio managers views and portfolio holdings are subject to change and Artisan Partners disclaims any obligation to advise investors of such changes.
A variable interest entity (VIE) refers to a legal business structure in which an investor has a controlling interest despite not having a majority of voting rights. Alpha is a term used in investing to describe an investment strategy’s ability
to beat the market.
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. We expressly confirm that neither Artisan Partners nor its affiliates have made or are
making an investment recommendation, or have provided or are providing investment advice of any kind whatsoever (whether impartial or otherwise), in connection with any decision to hire Artisan Partners as an investment adviser, invest
in or remain invested in any portfolios to which we serve as investment adviser or otherwise engage with Artisan Partners in a business relationship. 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.
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 authorized and 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, authorized 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 authorized or lawful, and in some cases may only be provided at the initiative of the prospect. Further limitations on the availability of products or services described herein may be imposed.
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.
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 No. OC351201). Registered office: Reading Bridge House, Floor 4, George St., Reading, Berkshire RG1 8LS.
In Ireland, issued by AP Europe, Fitzwilliam Hall, Fitzwilliam Pl, Ste. 202, Dublin 2, D02 T292. Registered office: 70 Sir John Rogerson’s Quay, Dublin 2, D02 R296 (Company No. 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
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