
QUARTERLY

Fact Sheet
QUARTERLY 
Commentary
QUARTERLY 
CommentaryArtisan U.S. Mid-Cap Value Strategy

As of 30 September 2018

Investment Process

We seek to invest in companies that are undervalued, in solid financial condition and have attractive business economics. We believe
that companies with these characteristics are less likely to experience eroding values over the long term.

Attractive Valuation

We value a business using what we believe are reasonable expectations for the long-term earnings power and capitalization rates of that
business. This results in a range of values for the company that we believe would be reasonable. We generally will purchase a security if
the stock price falls below or toward the lower end of that range.

Sound Financial Condition

We prefer companies with an acceptable level of debt and positive cash flow. At a minimum, we seek to avoid companies that have so
much debt that management may be unable to make decisions that would be in the best interest of the companies’ shareholders.

Attractive Business Economics

We favor cash-producing businesses that we believe are capable of earning acceptable returns on capital over the company's
business cycle.

Team Overview

Everyone on the team functions as a generalist with respect to investment research and the entire team works together on considering
potential investments.

Portfolio Management

James C. Kieffer, CFA
Portfolio Manager

Thomas A. Reynolds IV
Portfolio Manager

Daniel L. Kane, CFA
Portfolio Manager

Investment Results (%) Average Annual Total Returns

9.6512.3011.6514.5013.987.465.00Russell Midcap® Index

9.9611.2810.7113.088.813.133.30Russell Midcap® Value Index

12.1610.227.2012.788.713.792.46Composite — Net

13.2211.248.1913.839.724.512.69Composite — Gross
Inception210 Yr5 Yr3 Yr1 YrYTDQTDAs of 30 September 2018

Annual Returns (%) 12 months ended 30 September

9.7216.5215.41-7.378.49Composite — Gross

20182017201620152014

Source: Artisan Partners/Russell. Returns for periods less than one year are not annualized. 2Composite inception: 1 April 1999.

Past performance does not guarantee and is not a reliable indicator of future results. Current performance may be lower or higher than the performance shown. Composite performance has
been presented in both gross and net of investment management fees.
Investment Risks: Investments will rise and fall with market fluctuations 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 on the second to last page, which should be read in conjunction with this material.
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Investing Environment
At least since Q2 2009, which the National Bureau of Economic
Research marks as the official end of the last recession, value stocks
have underperformed growth stocks. The trend continued through
Q3, with the Russell Midcap® Growth Index hitting a 13.5% 10-year
annualized return versus 11.3% for the Russell Midcap® Value Index.
Even as value underperformed growth, equity markets have soared in
the decade since the crisis, pushing multiples higher and squeezing
the margin of safety out of many value stocks. So with the investment
style beaten down and the opportunity set narrowed, investors
looking to put new money to work may be viewing the value
approach with a bit of skepticism. Add to this the proliferation of
passive, index-tracking products that appeal to the cost-conscience
allocator, and it may seem like the method of profiting from out-of-
favor stocks is, itself, out-of-favor.

To us, this is no woe-is-me time for active value investors with a
disciplined approach. In fact, it’s the exact kind of market environment
that tests our mettle—allowing us to focus on the research process
and pick our targets for when margins of safety start widening again.
Some of these targets will be names outside the index, like top QTD
contributor IAC/Interactive Corp, because that’s one crucial way an
active manager can add value. Other names will see their valuations
only get even more undemanding as we enter and build the position,
like bottom QTD contributor and new portfolio addition
Delphi Technologies.

A disciplined investment process should be thoughtful and probably
requires a real-life person (or persons) to think and make informed
decisions amid risk and uncertainty. Simply tracking an index can take
you places you may never have intended to go. A good example is
this year’s top contributor to the Russell Midcap® Value Index’s total
return, everyone’s favorite digital songbird, Twitter. How many
passive mid-cap value investors do you think would be surprised to
find out their 2018 performance hinged on a social media platform
that’s been public for the whole of five years, trades at 81X analyst
estimates of 2018 GAAP net earnings, 30X pre-tax operating profit and
almost 50X per share free-cash-flow estimates? Many, we would
suggest. What’s more, in a worst-case scenario, and this is not without
precedent, a passive ETF may even be buying companies that turn out
to be frauds, simply because those companies are in the index.

Performance Discussion
Overall, investor fears creeped into the market’s return profile as
defensive sectors benefited and those exposed to policy uncertainty
lagged. Industrials performed well in the index, notably the airlines,
aerospace & defense and machinery sectors. Health care was also a
strong performer, a traditionally defensive play for investors since it is
largely a non-tradable sector with relatively inelastic demand for
much of its goods and services.

QTD our portfolio trailed the Russell Midcap® Value Index, as poor
performance among a few consumer discretionary and traditional
media names weighed on results. Below-benchmark exposure to a
robust health care sector also detracted from relative returns.

Conversely, stock selection among financials and our off-benchmark
exposure to interactive media were beneficial.

Financials were one of the weaker performers for the index in
absolute terms over the quarter, but the strongest relative performer
for our portfolio. Why? Because banks take up the bulk of the index
sector weight, and they had worse performance than insurers, a sector
where our bottom-up approach has identified a handful of strong
stocks, many of which are off-benchmark.

Among our top detractors QTD was Delphi Technologies, which is an
automotive parts supplier to auto manufacturers. Delphi is a new
name in the portfolio. We were initially attracted to the business due
to an undemanding valuation coupled with what looks like a
misunderstanding in the market regarding Delphi’s future growth
opportunities. The business fell further out of favor after our initial
purchase due to rising investor concern over the auto market slowing,
emission regulations in Europe negatively impacting sales on the
continent, and a decline in the expected second-half growth rate of
auto sales in China. We continue to believe Delphi is executing well
amid a challenging backdrop and that it remains poised to benefit
from the trend toward electric vehicles.

Like Delphi, car dealer AutoNation was another notable detractor in
the face of cyclical pressures, weakening US auto sales and the
potential negative effects of tariffs. Despite policy uncertainty and
weaker-than-expected Q2 earnings, AutoNation continues to be a
highly profitable, well-financed, cash-generating business, with
management engaged in creating per-share value for shareholders.
When considering a range of outcomes in earnings power and a
variety of macroeconomic scenarios, the business looks attractively
valued. We believe this is an opportunity to own a quality franchise at
an undemanding valuation.

Among our top QTD contributors was IAC/InterActive Corp, whose
stock price reached a record high in September. We have been
trimming our position in IAC during the quarter on our belief that
portions of the business—namely Match.com and Angie’s List—are
aggressively valued. Even still, we believe management’s track record
of unlocking value for shareholders makes it worth holding while
remaining mindful of our margin of safety.

Also among our top Q3 contributors were Fluor and Jacobs
Engineering, engineering and construction services firms. Weak
energy prices over several years kept industry capex low, negatively
impacting these companies’ backlogs. But as prices have started
stabilizing and moving higher, firms are expanding downstream
capacity, and firms like Fluor and Jacobs Engineering stand to benefit
from this increased pace of activity.

Share prices for Fluor are also benefiting from an increase in awarded
contracts and a rapidly rising backlog of work. Prices recovered
sharply into quarter-end, reaching a fair level as we continued to trim
holdings on strength.



By migrating the mix of their backlog away from the more volatile
energy industry, specifically servicing downstream petrochemical
facilities, Jacobs has benefited from improving execution, rising
backlogs and a shift of the portfolio toward better target profitability
in areas like government services, information systems, cybersecurity,
infrastructure and water. The market appears to agree with this shift in
focus, and we have trimmed our position here as well on some of
this strength.

Andeavor, a refiner and marketer of petroleum products, was another
top QTD contributor, still trading largely in sync with Marathon
Petroleum as they neared completion of their merger and crude oil
prices remained relatively strong.

Portfolio Activity
With valuations broadly uninspiring, patience remains a virtue in this
market environment. However, we did find opportunity in a few new
names: Delphi Technologies, Synchrony Financial and Pinnacle
Financial Partners.

We added Synchrony Financial, a consumer financial services
company, to the portfolio as its share price fell early in the quarter,
pressured lower when the company failed to renew its Walmart
partnership. While losing Walmart caused some pain early on, our
view is Synchrony is a value-added partner and remains conscious of
earning an appropriate rate of return on its capital. Additionally, the
PayPal partnership, which was announced earlier this year, closed on
July 2. The $7.6 billion portfolio balance offsets a great deal of the $10
billion Walmart loss. We believe PayPal is a higher-quality partner to
grow with, and the profitability of the contract is likely better over the
long run. Synchrony’s balance sheet remains solid, credit metrics are
improving, and we believe management can validate their value
proposition to customers by renewing a few key contracts in the
coming year.

We also added Pinnacle Financial Partners to the portfolio, a bank
holding company focused on community banking in the Nashville, TN
area. Pinnacle has notably lagged over the past year due to concerns
on higher deposit costs, digestion of a large M&A transaction
completed in January 2017, transitioning from a growth multiple to a
value multiple and turnover of the shareholder base.

It’s an increasingly challenging auto insurance environment, and we
sold our stake in the Allstate Corporation because of it. When viewed
through the lens of normalized earnings, rather than reported
earnings, we determined the valuation reflected the company’s full
potential at present. Furthermore, we fear the company’s deep
interest in pursuing growth for its own sake could lead to a profitless
prosperity, a phenomenon we will be all too happy to avoid.

We also completely closed our position in World Fuel Services. With
the cost of capital remaining so cheap, the business’s supposedly
durable competitive advantages waned over the years as competitors
were able to chip away at excess industry profits. As fuel prices
continue to rise and profits become more difficult to achieve, the

company's financial condition gets more perilous. Management is in
the middle of a multi-year fix-up effort—something that remains
complicated and is fraught with risk. We chose to exit in favor of
other opportunities.

We continued trimming our Alleghany Corp position, as it reached a
larger-than-intended size in our portfolio and valuations
remain elevated.

Perspective
It’s late in the economic cycle. How late? We can’t rightly say. But we
do know that cyclicality will prevail, and recent peaks will eventually
become troughs. Our process is designed to take advantage of the
discounts that will manifest. Until then, we still see a large number of
individual names that are selling at much higher valuations than
normal. We like how the portfolio is positioned, and at this point in
the economic cycle, we believe avoiding some of these high-valuation
areas can be a source of alpha for the portfolio.

Managing risk is at the core of our process. We manage business risk
by looking for companies that have solid return on capital and cash
flow capabilities. We manage financial risk by focusing on balance
sheet strength. We manage valuation risk by seeking stocks that are
out of favor and are selling cheaply. We believe that sticking to our
investment discipline—seeking cash-producing businesses in strong
financial condition that are selling at undemanding valuations—is the
best approach for compounding returns over a market cycle.



For more information: Visit www.artisanpartners.com

Investment Risks: 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 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.

Securities of the same issuer are aggregated to determine a holding’s weight in the portfolio.  Securities referenced may not represent all  of  the securities in the portfolio.  If  certain information is  unavailable for a particular  security Artisan
Partners may use data from a related security to calculate portfolio characteristics. All information in this report is as of the date shown in the upper right hand corner unless otherwise indicated and is subject to change without notice. Totals may
not sum due to rounding.

Attribution  is  used  to  evaluate  the  investment  management  decisions  which  affected  the  portfolio’s  performance  when  compared  to  a  benchmark  index.  Attribution  is  not  exact,  but  should  be  considered  an  approximation  of  the  relative
contribution of each of the factors considered.

Net-of-fees  composite  returns  were  calculated  using  the  highest  model  investment  advisory  fees  applicable  to  portfolios  within  the  composite.  Fees  may  be  higher  for  certain  pooled  vehicles  and  the  composite  may  include  accounts  with
performance-based fees. All performance results are net of commissions and transaction costs, and have been presented gross and net of investment advisory fees. Dividend income is recorded net of foreign withholding taxes on ex-dividend date
or as soon after the ex-dividend date as the information becomes available to Artisan Partners. Interest income is recorded on the accrual basis. Performance results for the Index include reinvested dividends and are presented net of foreign
withholding taxes but, unlike the portfolio's returns, do not reflect the payment of sales commissions or other expenses incurred in the purchase or sale of the securities included in the indices.

Russell Midcap® Value Index measures the performance of US mid-cap companies with lower price/book ratios and forecasted growth values. Russell Midcap® Index measures the performance of roughly 800 US mid-cap companies. Russell
Midcap® Growth Index measures the performance of US mid-cap companies with higher price/book ratios and forecasted growth values. Cboe Volatility Index® (VIX) measures the market's expectation of 30-day volatility based on the implied
volatilities of a wide range of S&P 500® Index options.

Frank Russell Company (“Russell”) is the source and owner of the trademarks, service marks and copyrights related to the Russell Indexes. Russell® is a trademark of Frank Russell Company. Neither Russell nor its licensors accept any liability
for any errors or omissions in the Russell Indexes and/or Russell ratings or underlying data and no party may rely on any Russell Indexes and/or Russell ratings and/or underlying data contained in this communication. No further distribution of
Russell  Data  is  permitted  without  Russell’s  express  written  consent.  Russell  does  not  promote,  sponsor  or  endorse  the  content  of  this  communication.  The index(es)  are  unmanaged;  include net  reinvested dividends;  do not  reflect  fees  or
expenses; and are not available for direct investment.

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.

This summary represents the views of the portfolio manager as of 30 Sep 2018. Those views and portfolio holdings are subject to change and Artisan Partners disclaims any obligation to advise investors of such changes. The discussion of
portfolio holdings does not constitute a recommendation of any individual security. For a complete list of holdings by contribution to the strategy, refer to the Contributors to Return chart.

Free Cash Flow is a measure of financial performance calculated as operating cash flow minus capital expenditures. Return on Capital (ROC) is a measure of how effectively a company uses the money (borrowed or owned) invested in its
operations. Margin of Safety, a concept developed by Benjamin Graham, is the difference between the market price and the estimated intrinsic value of a business. A large margin of safety may help guard against permanent capital loss and
improve the probability of capital appreciation. Margin of safety does not prevent market loss—all investments contain risk and may lose value. Generally Accepted Accounting Principles (GAAP) are the common set of accounting principles,
standards and procedures that companies use to compile their financial statements. 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%.

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 authorised and regulated by the Financial Conduct Authority and is a
registered  investment  adviser  with  the  SEC.  APLP  and  APUK  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 UK Financial Conduct Authority where this material is issued by APUK. 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.

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.

© 2018 Artisan Partners. All rights reserved.

For Institutional Investors Only—Not for Onward Distribution
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Artisan U.S. Mid-Cap Value Strategy
As of 30 September 2018Quarterly Contribution to Return (%)

Ending WeightContribution to
ReturnAverage WeightTop Contributors

2.380.062.28CBS Corp

2.120.062.18Ryder System Inc

1.490.061.47Loews Corp

0.000.080.13World Fuel Services Corp

1.080.081.00AmerisourceBergen Corp

1.230.081.22Liberty Expedia Holdings Inc

2.990.093.02The Kroger Co

1.190.101.18Expedia Group Inc

3.660.113.62Celanese Corp

2.630.122.41Qurate Retail Inc

2.000.131.89Nutrien Ltd

1.280.161.27Alleghany Corp

2.590.172.69Hess Corp

2.690.172.64Torchmark Corp

2.080.191.79H&R Block Inc

1.860.231.84Aon PLC

2.100.241.97GCI Liberty Inc

2.180.252.14Arch Capital Group Ltd

1.630.271.46The Progressive Corp

3.210.283.06Air Lease Corp

2.010.412.13Jacobs Engineering Group Inc

2.080.432.34Andeavor

2.240.442.45Fluor Corp

3.581.043.10IAC/InterActiveCorp

Ending WeightContribution to
ReturnAverage WeightBottom Contributors

1.250.051.21Rockwell Collins Inc

1.960.041.92Equity Commonwealth

6.020.047.14Cash Holdings

0.000.030.16The Allstate Corp

1.570.031.55Intercontinental Exchange Inc

0.780.020.79STORE Capital Corp

2.480.022.53AMERCO

1.570.011.65Apache Corp

0.57-0.030.87Fairfax Financial Holdings Ltd

2.44-0.042.38Kirby Corp

2.07-0.042.13Arrow Electronics Inc

2.49-0.052.58Fifth Third Bancorp

1.26-0.050.44Pinnacle Financial Partners Inc

2.18-0.062.26M&T Bank Corp

2.38-0.082.44Analog Devices Inc

2.02-0.082.05Axalta Coating Systems Ltd

2.10-0.121.87Synchrony Financial

2.18-0.131.92Cimarex Energy Co

2.25-0.152.39Gentex Corp

1.81-0.161.91TripAdvisor Inc

1.98-0.232.03Omnicom Group Inc

2.26-0.232.65Devon Energy Corp

1.70-0.281.79News Corp

2.67-0.452.98AutoNation Inc

1.69-0.571.09Delphi Technologies PLC

Source: Artisan Partners/FactSet. Performance is historical and is not a reliable indicator of future results. As of 30 Sep 2018. These investments made the greatest contribution to, or detracted most from, performance during the period
based on a representative account within the strategy Composite. Upon request, Artisan will provide: (i) the calculation methodology and/or (ii) a list showing the contribution of each holding to overall performance during the measurement
period. Securities of the same issuer are aggregated to determine the weight in the portfolio. % Contribution to Return is calculated by FactSet by multiplying a security’s weight in the portfolio by its in portfolio return for the period referenced
and does not take into account expenses of the portfolio. Purchases/sales are accounted for by using end of the day prices, which may or may not reflect the actual purchase/sale price realized by the portfolio.


