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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

Craig Inman, CFA
Portfolio Manager

Investment Results (%) Average Annual Total Returns

8.8416.0410.6313.529.3014.0014.00Russell 1000® Index

7.2514.517.7210.455.6711.9311.93Russell 1000® Value Index

7.1513.526.2910.361.6313.2913.29Composite — Net

7.9814.347.0211.122.3313.4813.48Composite — Gross
Inception110 Yr5 Yr3 Yr1 YrYTDQTDAs of 31 March 2019

Annual Returns (%) 12 months ended 31 March

2.337.7824.40-2.825.34Composite — Gross

20192018201720162015

Source: Artisan Partners/Russell. Returns for periods less than one year are not annualized. 1Composite inception: 1 July 2005.

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 near the back of this document, which should be read in conjunction with this material.
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Investing Environment
In Q1 2019, equity markets rebounded almost as sharply as they fell at
the end of 2018. If you had entered a position in the S&P 500® Index
on the first trading day of the year and held it for the next three
months, you would have benefited from the market’s best price
appreciation since 2009. The market levitated all equities, but it was
technology stocks that soared ahead of other sectors, and small-cap
equities generally beat larger-cap counterparts.

The story was similar for the Russell 1000® Value Index. Seven of the
11 sectors reached double-digit total returns. Communication services
and information technology were among the top performers while
health care lagged. Financials was the top-performing sector, and
energy put in a good quarter as well. Strong performances here
suggest steady-to-high economic growth prospects, a healthy pace of
technological innovation and stability in the financials sector. If risk
appetites seemed robust, it’s because they were—at least initially. The
index earned the vast majority of its quarterly gains by the end of
February but traded mostly flat during March and into quarter end.

Perhaps it was an increasingly dovish Fed, or a spate of weaker-than-
expected economic data, or maybe the continued geopolitical
uncertainty around Brexit or China trade. Whatever the cause, the
market’s risk appetite flipped mid-quarter, sapping strength from the
rally and pressuring cyclicals while boosting defensive sectors. As
interest rates fell, real estate also found its footing. This stark reversal
in market sentiment had notable effects on our relative returns.

Interest-rate sensitive and defensive sectors—utilities, consumer
staples and real estate—were the stars in the latter half of Q1, and
each earned double-digit total returns in the Russell 1000® Value
Index for the whole quarter. Together, they comprise some 19% of the
total index. By comparison, we don’t hold any names in these sectors.

While there were sector specific forces that whipsawed the
benchmark, there were also broad investment style trends pressuring
value stocks more generally. Over the last decade, the Russell 1000®
Growth Index has annually beaten the Russell 1000® Value Index
seven times. This trend carried through Q1 2019 as well. Growth’s
dramatic outperformance over value reveals itself most clearly in a
historically wide valuation spread, which for the uninitiated is the
differential between the highest multiple (i.e., most expensive) and
the lowest multiple (i.e., least expensive) stocks. Experience suggests
that rich stocks can’t stay rich forever and cheap stocks don’t stay
cheap forever. But for the time being, value remains out of favor.

Performance Discussion
Solid stock picking led our portfolio to outpace the Russell 1000®
Value Index in Q1. Our financials, communication services and
technology holdings contributed prominently to relative returns.
Consumer discretionary exposures dragged modestly
on performance.

Top contributor consumer financial services company Synchrony
Financial benefited from settling a protracted legal dispute with
Walmart and from renewing contracts with related partners (e.g.,
Sam’s Club). Additionally, the share price has appreciated based on
expectations of hearty stock repurchases—approximately $5bn—over
the next 18 months. Adding to this momentum are a solid balance
sheet, still-improving credit metrics and a record of profitability.
Synchrony’s low valuation combined with healthy business
fundamentals and strong capital return have been favorable for the
stock price.

As financials led the index, global financial services holding company
Citigroup was another top performer. The company is highly
diversified by region and product, and it has one of the strongest
balance sheets among all international banks. Cost-cutting efforts
have succeeded at raising profits above expectations, and
management continues to repurchase shares at a discount to tangible
book value, which should keep adding value for shareholders.

Among all our communication services holdings, which was a top
performing sector, off-benchmark name Facebook was the top
contributor. Facebook, whose stock price has yet to recover fully from
a tough Q2 2018, is a dominant social media platform with a robust
net cash position and consistent free cash flow. It’s likely to face
heightened scrutiny into the 2020 election cycle—an intensifying
focus on “fake news” and bad actors using the platform—which can
raise concern of potential regulatory fines or penalties. Additionally,
the transition from the traditional Facebook news feed model to
“stories” will take time and lead to lower revenue per user as
advertisers adjust to the new medium. We take the concerns around
privacy and compliance seriously and expect higher expenses and
capital expenditures. The company is taking these challenges
seriously as well, with higher headcount, capex and expenses to
address the problems. In addition, Facebook is focusing its efforts to
develop private communications options. Facebook platforms have
traditionally been the “town square,” and now it is trying to develop
the social media equivalent of “the living room.”

Television and online retailer Qurate (parent company of QVC and
HSN) was the largest detractor from relative returns. After rallying with
the market in January, the stock traded flat until the last couple days
of February, and then it continued falling in March. Weighing broadly
on investor sentiment was both a worse-than-expected earnings
report and growing evidence that efforts to gain traction in the digital
marketplace would pressure costs and margins. Unlike the successful
TV and telephone model of QVC’s past, this transition would likely cut
into margins—customer acquisition is expensive and pricing power
on the Internet is generally weaker.

Berkshire Hathaway was another top detractor on a relative basis, and
one of only two negative absolute return names in the portfolio
during Q1. Its exposure to a volatile Apple stock weighed on the



valuation. Perhaps more notably, it was Berkshire’s exposure to trains
(BNSF) and train wrecks (Kraft Heinz) that were drags on performance.

Portfolio Activity
In the quarter, we added the prime US defense contractor Raytheon to
our portfolio. After several years of safe haven-like performance, fear
and uncertainty grew around the business’s continued stability. Most
notably, it was concern that federal defense spending growth would
slow, especially after recently surging. Raytheon offers products and
services across the defense industry spectrum, from technical and
professional support to integrated combat and missile systems. Using
our rubric for evaluating companies, the clean balance sheet, modest
leverage and shareholder-oriented management put Raytheon right
in our sights. What’s more, the nature of the defense industry tends to
favor relatively few, well-established players, which means the
economic moat around this business is formidable. Not only does
Raytheon maintain top-flight engineering expertise and mission-
critical products, it has a deep understanding of the Byzantine federal
bureaucracy. We believe Raytheon is poised to deliver revenue
growth and strong free cash flow improvement in the coming years.

Other notable portfolio activity relates to our energy sector holdings.
When crude oil prices crashed in 2016, we considered that dislocation
a buying opportunity. However, secular shifts in the industry have
kept pressure on exploration and production firms despite some
recovery in oil prices. Valuations continue to lag the underlying
commodity, and we actively pared positions in this space on the post-
Q4 2018 recovery in oil prices.

Perspective
We often say alpha doesn’t know there is a calendar. And we don’t say
that just to rationalize underperformance. We say it because calendar
periods have no intrinsic meaning; they are merely reference points.
What’s more, over short time frames, randomness can have a strong
influence over market prices. We keep this adage top of mind because
extending our investment time horizon is a core tenet of our
philosophy. Experience suggests there is an advantage to a longer-
term view, and if alpha knows no calendar, neither should we.

Another pillar of our philosophy is remaining benchmark agnostic. We
are aware of the benchmark, of course, but still think what it owns is
its own problem. More specifically, we don’t invest in sectors. Our
portfolio’s sector allocations are simply a byproduct of our stock-
selection process. So, when large economic or style trends influence
benchmark performance, those pressures can be magnified within the
portfolio. By extending our time horizon and investing without
considering the index’s sector composition, we seek to produce value
over the long term. But sometimes, especially on a quarterly basis,
that means returns will deviate from the index.

Our process is designed to take advantage of the discounts that can
manifest when fear and uncertainty drive prices away from their
intrinsic values. These dislocations don’t occur at regular intervals or
coincide with standard return periods. Therefore, we remain

disciplined about the prices we are willing to pay, but as always, we
have an opportunistic attitude and will continue engaging in new
opportunities where valuations warrant. We believe avoiding high-
valuation areas can continue to 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: 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 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 1000® Value Index measures the performance of US large-cap companies with lower price/book ratios and forecasted growth values. Russell 1000® Index measures the performance of roughly 1,000 US large-cap companies. Russell
1000® Growth Index measures the performance of US large-cap companies with higher price/book ratios and forecasted growth values. S&P 500® Index measures the performance of 500 US companies focused on the large-cap sector of
the market.

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 31 Mar 2019. 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. 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%. Book Value is the net asset value of a company, calculated by total assets minus intangible assets
and liabilities. Return on Capital (ROC) is a measure of how effectively a company uses the money (borrowed or owned) invested in its operations.

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 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.

For Institutional Investors Only—Not for Onward Distribution
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Artisan Value Equity Strategy
As of 31 March 2019Quarterly Contribution to Return (%)

Ending WeightContribution to
ReturnAverage WeightTop Contributors

2.420.332.47Nutrien Ltd

2.620.332.64Samsung Electronics Co Ltd

2.820.362.74FedEx Corp

2.240.372.33The Goldman Sachs Group Inc

0.920.401.20Apache Corp

1.100.491.32Devon Energy Corp

2.940.512.90Cie Generale des Etablissements Michelin SCA

0.790.521.03Hess Corp

3.040.523.25Air Lease Corp

1.520.522.53Oracle Corp

3.290.543.20Comcast Corp

2.350.572.20Jacobs Engineering Group Inc

4.800.624.75Alphabet Inc

2.810.622.53Oaktree Capital Group LLC

3.180.643.26NXP Semiconductors NV

4.060.703.71Apple Inc

3.290.713.05Cisco Systems Inc

2.880.712.85Facebook Inc

3.530.743.64Citigroup Inc

3.040.962.98Synchrony Financial

Ending WeightContribution to
ReturnAverage WeightBottom Contributors

2.590.322.08Raytheon Co

2.460.282.62CBS Corp

0.990.280.93GCI Liberty Inc

2.240.272.30Allergan PLC

2.210.242.31Celanese Corp

1.520.221.22SunTrust Banks Inc

1.170.201.69Occidental Petroleum Corp

2.320.202.29Chubb Ltd

1.840.192.09Wells Fargo & Co

1.700.181.84Cardinal Health Inc

1.550.181.61EOG Resources Inc

0.000.090.79LyondellBasell Industries NV

2.930.072.72Booking Holdings Inc

2.540.032.57Sanofi

2.230.032.35AutoNation Inc

2.760.032.55DowDuPont Inc

7.400.024.24Cash Holdings

2.49-0.012.42Medtronic PLC

4.38-0.104.58Berkshire Hathaway Inc

1.04-0.312.23Qurate Retail Inc

Source: Artisan Partners/FactSet. Performance is historical and is not a reliable indicator of future results. As of 31 Mar 2019. 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.


