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Investment Process

We seek to invest in high-quality, undervalued companies with strong balance sheets and shareholder-oriented
management teams.

Undervaluation

Determining the intrinsic value of a business is the heart of our research process. Intrinsic value represents the amount that a buyer
would pay to own a company’s future cash flows. We seek to invest at a significant discount to our estimate of the intrinsic value of
a business.

Business Quality

We seek to invest in companies with histories of generating strong free cash flow, improving returns on capital and strong
competitive positions in their industries.

Financial Strength

We believe that investing in companies with strong balance sheets helps to reduce the potential for capital risk and provides
company management the ability to build value when attractive opportunities are available.

Shareholder-Oriented Management

Our research process attempts to identify management teams with a history of building value for shareholders.

Team Overview

Our team has worked together for many years and has implemented a consistent and disciplined investment process. Our team is
organized by geographic regions, but within those regions we are generalists who look across all industries. We believe this model
enables our analysts to become broad thinkers and gain critical insight across all economic sectors.

Portfolio Management

Daniel J. O'Keefe

Portfolio Manager (Lead)
Managing Director

Michael J. McKinnon, CFA

Portfolio Manager
Managing Director
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Source: Artisan Partners/MSCI. Returns for periods less than one year are not annualized.

Past performance does not guarantee and is not a reliable indicator of future results. The portfolio's returns may very greatly over shorter periods due to the limited operating period
since inception. Performance is NAV to NAV, including reinvestment of dividends and capital gains, if any, and is net of fees and expenses, excluding any subscription or redemption charges which
may be levied. At the moment, the Fund does not intend to charge subscription or redemption fees. The Fund may be offered in different share classes, which are subject to different fees, expenses
and inception dates (which may affect performance), have different minimum investment requirements and are entitled to different services. An investor cannot invest directly in an index.

Investment Risks: Investments will rise and fall with market fluctuations and investor capital is at risk. Investors investing in funds 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 on the last page, which should be read in conjunction with this material.

Performance commentary is provided in relation to the Fund's USD share class.
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Market Overview

When you’re chewing on life’s gristle, don’t grumble, give a whistle.

Always look on the bright side of life.

—Monty Python, The Life of Brian

We bravely choose to look on the bright side in this farewell to

2020: At least stocks finished the year up, in many cases up a lot.

The US market returned 18% for the year and 12% for the quarter

while most developed markets outside the US returned 8% and

16% in dollars. But performance diverged widely based on style.

While the US market was up 18%, US value stocks were flat for the

year. Non-US developed world value stocks were down 9% for the

year in local currency. We will return to this divergence in

a moment.

We certainly did not expect this outcome in March when we stood

on the precipice of the largest GDP contraction in a hundred years.

We believed stocks were significantly undervalued in the first half of

2020 and said so in a letter we sent to our clients in March. But we

would never have predicted share prices would recover their losses,

or in many cases exceed pre-pandemic peaks, in less than a year. Do

asset prices make any sense given the damaged state of the

economy? It’s the question we receive more than any other lately.

In many respects, yes, they do. Never before have we seen such

fiscal and monetary support. The US government has injected $3

trillion of stimulus through direct borrowing and spending and

another $3 trillion through monetary stimulus in the form of bond

buying (quantitative easing). European governments have

responded in similar proportion. For comparison purposes, the US

spent the equivalent of over $4 trillion in today’s dollars fighting

WWII. And the stimulus has not ended. The recently approved

stimulus bill is just nowmaking its way into the economy, and there

is broad consensus the Biden administration will pursue further

aggressive fiscal stimulus. There is literally a tidal wave of money

pushing the COVID-stricken economic boat out and away from

rocky shores.

We see the effects in the banking system. Typically, when

unemployment spikes to 2020’s levels, consumers and corporations

default on their loans and banks have to absorb those losses either

through the capital base or profits or both. The ensuing balance

sheet repair process delays economic recovery. But in this recession

we have not yet seen any meaningful increase in loan write-offs. For

the year ended December 2020, Citigroup, a global consumer and

business bank, reported a 2% decline in net loan losses. At ING, a

diversified European consumer and business bank, Stage 3 (i.e.,

impaired) loans as a percent of total loans have remained relatively

flat throughout the whole crisis. In short, government support both

through direct payments to individuals and central bank-provided

liquidity to credit markets has thus far prevented meaningful credit

deterioration. That means the banking system, rather than

absorbing large losses into its capital base, continues to hold strong

capital levels which can be used to support the economy coming

out of the crisis. In addition, unburdened by the inability to service

debt and sustained by government support, most consumers have

continued to spend and/or have built up savings during the

pandemic. This bodes well for a strong recovery once pandemic-

related restrictions on travel and entertainment are lifted.

Therefore, many share prices are essentially anticipating a post-

pandemic economic boom fueled by easy money and the support

of the federal balance sheet. We don’t believe this is an

unreasonable assumption. And interestingly, one of 2020’s best

performing assets was Treasury Inflation Protected Securities (TIPS),

which are bonds whose coupon adjusts for inflation. They were up

29% this year, clearly in anticipation of a resurgence in inflation.

But as we alluded to earlier, not all asset prices have followed the

same path. And this leads us to the second most frequently asked

question: Will value ever recover relative to growth? As followers of

these letters are well aware, value has underperformed growth for

12 years, a trend which accelerated dramatically in 2020.

Some of this divergence is certainly justified, particularly this year as

many technology businesses benefited from economic lockdowns

as they enabled shopping and working from home or benefited

from shifts in consumer behavior. But businesses that fall into the

value category—which is to say those that are more economically

sensitive and slower growing—have been hard hit by the

pandemic. This shift of the economy toward information

technology is a trend that has now been going on for 10 or more

years. There have been winners and losers. Without Amazon, brick

and mortar retailers would be bigger. Without Google and

Facebook and Twitter, newspapers and magazines would still be

generating huge profits and returns. Without Tesla, the returns of

the legacy car makers would not be under pressure from the

massive investments needed to transition to EV technology. And

so on.

But even a structural trend can go to dangerous extremes in share

prices and valuations. Tesla has certainly disrupted the auto

industry and helped make EVs mainstream. But howmany cars and

at what profit margin does Tesla need to deliver and when to justify

an $800 billion equity value? Currently, it is barely profitable and

generates little to no free cash flow. The combined market values of

Daimler, BMW and GM are about $175 billion, though they generate

tens of billions of profits. Or howmany successful space voyages

per year will Virgin Galactic Holdings need to justify its $7 billion

valuation? It has not yet had one, though its share price roughly

doubled in 2020.

There are indeed warnings signs of a growth stock frenzy—from the

IPO market to the SPAC market to the share prices of Tesla and

Zoom. A recent IPO struck us. Affirm is an Internet-based consumer

finance business seeking to disrupt the industry. Readers who have

recently bought a Peloton bicycle may remember the offer from

Affirm at checkout to finance their purchase. Affirm is growing its

lending rapidly, has negative book value (pre-IPO) and is not

profitable. Peloton is also 30% of its revenue. Putting aside the

question of what could possibly go wrong with a debt-financed

consumer lender growing at nearly 100% with a large customer

currently benefiting from the shutdown of gyms, we thought the

comparison to one of the leaders in the consumer credit and

payments space worth noting. American Express is an iconic brand



with near-universal consumer and merchant acceptance that has

earned attractive returns with outstanding credit quality. The fact

that Affirm is valued at about one-quarter the market value of

American Express despite having 1% of the revenue generation is

what we would diplomatically call interesting.

Exhibit 1: American Express vs. Affirm

Source: Bloomberg, Artisan Partners Global Value Team. 1Data as of 21 Jan 2021; 212 months ending 
30 Jun 2020; 3Q3 2020 run rate; 4Q3 2020.

 

(in millions) American Express Affirm

Market Capitalization1 $102,607  $26,854 

  

Merchant Network Revenue $  23,248  $     257 

Net Interest Income $     8,701  $     187 

Other $     8,390  $        66 

Total Revenues2 $  40,339  $     510 

  

Gross Merchandise Value/Billed Business3 $994,800 $  5,904

Active Customers/Cards-in-Force4 111.5 3.9

Certainly not all non-technology industries are on the losing side of

an inexorable zero-sum game. Whether people shop at Amazon or

a local bookstore or drive an electric or gas-powered car, demand

for cement and aggregates is not going away. Neither is demand

for out-of-home food services, health care, travel, insurance and

wealth management services. These are just some of the industries

to which we are exposed. And yet, because these business do not

show the staggering growth of an emerging business, they are

afforded valuations that pale in comparison to the market leaders

of the past 1 and 10 years. The American Express vs. Affirm example

is a case in point. And interestingly, the valuations of some market

leaders are not necessarily correlated with rapid growth. Apple has

shown virtually zero growth in operating profit for the past five

years. Yet it trades at more than 35X earnings and has a market cap

of more than $2 trillion dollars. Investors appear excited that Apple

may enter the auto industry—an idea that years ago would have

sent most investors running for the hills, given that industry’s

propensity to destroy value rather than create it.

But there is some reason for us value investors to whistle rather

than grumble lately. In the fourth quarter, we saw value squeak past

broadly diversified indices as well as growth indices for the first

time since 2008.This makes sense to us. The hardest hit stocks

during the pandemic were those generally viewed as value

stocks—cyclical businesses with broad exposure to the economy.

As vaccines have been approved and started to roll out, investors

are increasingly confident the businesses hardest hit by the

pandemic have the greatest recovery potential. Share prices

reacted accordingly. Whether this continues and for how long is of

course unknown. But we can certainly say this with confidence: We

would rather own American Express than Affirm. And we would

rather own anything in our portfolio than Virgin Galactic Holdings.

Portfolio Discussion

The portfolio changed only modestly during the quarter.

In the fourth quarter, we added one new position. Novartis is a

Swiss-based pharmaceuticals company. It has a diversified portfolio

of drugs in attractive, growing therapeutic areas. It also has a good

mix of new and recently launched products which in combination

with a strong pipeline puts it in a good position to grow revenues at

a low-to-mid single digit rate for several years, in our view. It is not

immune to the pressures of the pandemic, however, as a few of its

product areas are suffering from lower health care utilization as

people stay home to wait out the pandemic, rather than visit

doctors and hospitals if it can be avoided. Novartis’ recently

released fourth quarter results showed a slowdown as the second

wave of the virus pressured utilization. We believe, however, that

the pandemic will largely be in the rear-view mirror by the second

half of 2021 and the strength of Novartis’ portfolio will shine

through. We paid about 13X earnings for this strong and

growing business.

Our top performers during the quarter were Samsung Electronics,

Citigroup and Expedia.

Samsung shares rose 49% during the quarterdue to signs that the

market for memory semiconductors, which represent most of

Samsung’s profits, is strengthening. The outlook for demand is

strong, driven by growth in cloud, sales of new 5Gmobile phones

and new gaming consoles. At the same time, the industry has been

diligently controlling supply. The combination should lead to a nice

pricing environment and profit growth in 2021. In addition,

investors are anticipating the company will announce a more

generous shareholder return policy with year-end results early in

2021. We have been actively engaging with the company on this

issue for several years and view it as an important step to drive a

higher valuation for the shares.

Citigroup shares rose 45% in the quarter. We believe this was

primarily driven by the approval and rollout of COVID-19 vaccines

and the pandemic’s end coming into sight. Citigroup was hard hit

during the selloff earlier in the year for two reasons: One, its net

interest revenue is under pressure as rates have collapsed; two,

credit costs rose significantly as the company took large credit

reserves for potential credit losses. However, while the reserves sit

on the balance sheet, they have not converted into actual losses.

For the year, Citigroup’s net credit losses actually declined 2%.

Citigroup finished the year with a profit and grew tangible book

value per share, demonstrating its resilience during a difficult

economic period. The stock sells for about 80% of tangible book

value, which we believe is very attractive for a business that should

generate double-digit return on equity as the economy recovers.

Expedia shares increased 44% during the quarterafter Pfizer

announced the results of phase III studies for its COVID-19 vaccine

that showed 90%+ efficacy at preventing symptoms. The

availability of effective vaccines should accelerate the recovery in

the travel industry and fueled the share prices of Expedia and our

other travel-related investments.



Our worst performers for the quarter were Marsh & McLennan,

Advance Auto Parts and Progressive Corp.None of them declined in

value,but they merely appreciated the least in a portfolio of

companies that generally saw strong appreciation.

We cannot close the year without commenting on a bit of internal

news. One of our partners, Justin Bandy, has recently announced his

retirement from Artisan Partners. Justin has been a member of the

team since 2009 when he joined as an analyst, rising through the

ranks to co-portfolio manager. Justin has decided to take some time

off from the investing business to assess what he wants to do with

the rest of his life. I will say that I am personally proud that he is in a

position in life at such a young age to be able to do so: It reflects the

success of our partnership and our business over the years in

serving our clients. I wish him the very best.

ARTISAN CANVAS—NOW AVAILABLE

Timely insights and updates from our investment teams and             

9rm leadership

Visit www.artisancanvas.com 
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Investment Risks: 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 liquid and may have underperformed securities of large
companies during some periods. Value securities may underperform other asset types during a given period. These risks, among others, are further described in the Fund Documents.

Further details, including risks, fees and expenses, are set out in the current Prospectus, Supplements and Key Investor Information Documents (KIIDs), which can be obtained by calling +44 (0) 20 7766
7130 or visiting www.artisanpartnersglobal.com. Read carefully before investing.

This summary represents the views of the portfolio managers as of 31 Dec 2020. Those views may change, and the Fund disclaims any obligation to advise investors of such changes. For the purpose of determining the Fund’s holdings,
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2.7%. Securities named in the Commentary,  but not listed here are not held in the Fund as of  the date of  this  report.  Portfolio holdings are subject  to change without notice and are not intended as recommendations of  individual
securities.

The Global Industry Classification Standard (GICS®) is the exclusive intellectual property of MSCI Inc. (MSCI) and Standard & Poor’s Financial Services, LLC (S&P). Neither MSCI, S&P, their affiliates, nor any of their third party providers
(“GICS Parties”) makes any representations or warranties, express or implied, with respect to GICS or the results to be obtained by the use thereof, and expressly disclaim all warranties, including warranties of accuracy, completeness,
merchantability and fitness for a particular purpose. The GICS Parties shall not have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of such damages.

The S&P 500® (“Index”) is a product of S&P Dow Jones Indices LLC (“S&P DJI”) and/or its affiliates and has been licensed for use. Copyright © 2021 S&P Dow Jones Indices LLC, a division of S&P Global, Inc. All rights reserved.
Redistribution  or  reproduction  in  whole  or  in  part  are  prohibited  without  written  permission  of  S&P Dow Jones  Indices  LLC.  S&P®  is  a  registered  trademark  of  S&P Global  and  Dow Jones®  is  a  registered  trademark  of  Dow Jones
Trademark Holdings LLC (“Dow Jones”). None of S&P DJI, Dow Jones, their affiliates or third party licensors makes any representation or warranty, express or implied, as to the ability of any index to accurately represent the asset class
or market sector that it purports to represent and none shall have any liability for any errors, omissions, or interruptions of any index or the data included therein.

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.

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,  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, 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.

APLP is the investment manager of Artisan Partners Global Funds Plc (APGF). APGF is an umbrella type open-ended investment company with variable capital having segregated liability between its sub-funds, incorporated with limited
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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 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 or professional clients 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
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