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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

Thomas A. Reynolds IV

Portfolio Manager

Daniel L. Kane, CFA

Portfolio Manager

Craig Inman, CFA

Portfolio Manager

Investment Results (% USD) Average Annual Total Returns

-4.324.84-7.84-3.69Dow Jones US Select Dividend Index

0.4121.6213.07-3.27S&P 500® Index

-4.85———10.940.76-3.36Composite—Net

-4.18———11.711.29-3.19Composite—Gross

Inception110 Yr5 Yr3 Yr1 YrYTDQTDAs of 30 September 2023

Annual Returns (% USD) 12 months ended 30 September

10.94————Composite—Net

20232022202120202019

Source: Artisan Partners/S&P/S&P DJI. Returns for periods less than one year are not annualized. 1Composite inception: 1 March 2022.

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

Following solid returns in the first half of the year, US equities

experienced a pullback in Q3 driven by the significant rise in long-

term interest rates and the higher for longer policy messaging from

the Federal Reserve and other major central banks. The rate on the

10-year US Treasury rose ~75bps in Q3 to 4.57%, eclipsing its previous

cycle highs of October 2022, and is now up over 400bps since it

bottomed in March 2020 at just 0.50%. It’s difficult to overstate the

severity of this bond bear market. According to Bank of America,

which examined available bond market data going back to the

country’s founding in the late 1700s, this is the worst bear market in

US bonds…ever. As a comparison, it’s on par with the bear market in

US equities following the tech bubble. Of course, like the tech bubble,

these types of market outcomes tend to occur when starting

valuations reach extremes, whether stock P/Es or interest rates.

As in 2022, rising long-term yields were a negative for equities in Q3

as long-term cost of capital assumptions were adjusted upward.

However, unlike in 2022 when yields moved higher due to inflation,

the recent market moves have been due more to supply/demand

pressures. Elevated fiscal spending is causing supply issues (i.e., high

Treasury issuance), while quantitative tightening by the Fed is

contributing to reduced demand. In the background, there are

increasing concerns about the long-term fiscal outlook given higher

funding costs in a higher for longer environment and little confidence

that budgetary solutions are imminent amid political dysfunction

in Washington.

After pausing at its June meeting, the Fed raised its benchmark rate

another 25bps in July and then held steady in September. Of course,

the higher for longer stance of the Fed is less about the level of peak

rates and more about how long rates will remain high before the Fed

reverses course. While inflation has continued cooling, the rate of

inflation is still well above the Fed’s 2% target, and labor markets

remain tight. Besides higher borrowing costs, the US economy is

facing multiple pressures from banks’ tightened lending standards to

the resumption in student loan payments and the increase in energy

prices. While we’re not economists, we know from history that

eventually tight policy and lending will slow the economy even if the

timing of “the long and variable lags” is tough to predict.

Aside from energy, which was a laggard in the first half of 2023, and

communication services, all other sectors in the S&P 500® Index

finished lower in Q3. The energy sector gained 12%. Rising oil prices

and investors’ seeking value among market segments that hadn’t

participated as much in the stock market’s YTD advance drove a broad

sector rotation to energy stocks. YTD, the energy sector is up 6%,

following its strong outperformance in 2022. The worst performing

sectors, utilities and real estate, were each down about 9% as these

sectors are most interest rate sensitive. There were few notable

performance patterns by market capitalization and style (value-

growth), though large caps tended to hold up a little better as

investors continued to favor quality.

Performance Discussion

Although it’s a relatively short time period, over the past year, the

portfolio has performed in line with our total return expectations—

delivering a total return of about 10.7%, with ~7.6% capital

appreciation and ~3.1% income (based on the Investor share class:

APFWX).Our portfolio performed in line with the broader US equity

market in Q3. As we would expect, in a down period, our capital

structure investments, which are those that comprise non-equity parts

of the capital structure (e.g., bonds and preferred securities)

dampened volatility as they generated a positive return in aggregate.

As a reminder, we classify holdings into five income categories: capital

structure, dividend growth, dividend recovery, bond proxy and core

value. The top contributors in the capital structure bucket were an Air

Lease perpetual preferred stock and a Redwood Trust corporate bond.

Our holdings in the core value bucket, which we expect should have

the largest portfolio weighting over most time periods, held up

slightly better than the broader US equity market as well but were still

down for the period. Our bond proxy holdings were the weakest

performing category as consumer staples and utilities stocks

underperformed in Q3.

Air Lease is an airplane leasing firm. We hold its perpetual preferred

stock paying a 4.125% coupon. A preferred is a hybrid security having

characteristics of both stocks and bonds. Like bonds, a preferred

typically pays a fixed quarterly coupon and is senior to common

equity in the capital structure; however, it’s not debt that must be

repaid. Preferreds can offer higher dividend yields than available on

common stocks but, like bonds, will fluctuate in price due to changes

in prevailing interest rates. This is what has occurred with our Air

Lease preferred. Rising interest rates caused the price to decline in

2022. Recent price gains have pared those losses. Air Lease’s business

has performed well as air travel has recovered and strong demand in

the secondary market has contributed to lease rates strengthening.

Tax preparer H&R Block (HRB) was our top Q3 individual contributor.

Revenues contracted in the recent quarter but were better than

expected, sending shares higher. Revenue growth was held back by

lighter US industry tax filing volumes during the 2023 tax season, due

in part to a year-over-year normalization of stimulus filers, in addition

to market share losses in the assisted category. Some share losses are

due to competition, but also a factor is a continued shift among filers

to HRB’s cheaper DIY (do-it-yourself) option. While recent growth has

been disappointing, HRB remains a dominant provider in assisted tax

prep, a cash cow that is a relatively predictable, non-cyclical business.

Prodigious cash flow continues to be faithfully returned to

shareholders via dividends and share buybacks. Further, expectations

remain muted as shares trade for less than 10X FY24 earnings.

Corebridge Financial, a provider of life insurance and retirement

solutions, was another standout. Corebridge was previously a unit of

AIG and a September 2022 IPO. Earnings and cash flow have been

solid, aided by increased spread income in the general account due to

higher reinvestment rates. We added Corebridge to the portfolio in



Q1 2023. Our thesis is now that Corebridge is not a part of a large

inefficient and capital-constrained parent, the company should have

plenty of room to improve its competitive position. Establishing new

processes that both improve capabilities and wring out efficiencies as

a standalone entity should help improve ROE in coming years. It has a

4%+ dividend yield and a double-digit free cash flow yield, even in

2022 when negative fixed income and equity markets reduced fee

revenue. In addition to the dividend, free cash flow will be used to

ensure holding company liquidity, repurchase stock and support

modest growth expectations.

On the downside, our biggest detractors included Lamar Advertising,

Omnicom Group and Heineken. Lamar Advertising operates outdoor

advertising structures such as billboards, digital billboards and transit

ads. Recent results have been steady, but management noted a

slowdown in activity heading into Q3, with clients hesitating to pull

the trigger on renewals and new contracts. While the near-term

growth outlook has softened, over the long term, the company has

experienced average annualized organic growth in the high single

digits, supplemented by small tuck-in acquisitions. With a record of

consistently generating free cash flow and growing dividends (the

current dividend yield is about 6%), we consider this company a good

fit within our process and our portfolio’s income objective.

Omnicom is a global advertising and marketing services holding

company. Organic growth came in slightly lighter than expected,

which caused the stock to sell off. Even after the pullback, the stock

has returned 22% over the prior one year. The business, while cyclical

due to its ties to ad spend, is a royalty on competition as clients

around the world seek Omnicom’s expertise in creating, managing

and tracking advertising campaigns. The business generates strong

free cash flow, which has funded capital return in the form of share

repurchases and dividends (3.8% current dividend yield), and is

mostly a cost-plus business, which lessens the risk of margin pressure.

Omnicom also has a flexible cost model allowing it to cut overhead

during economic downturns to protect operating profit. While we

cannot predict the economic cycle, Omnicom is a business that has

delivered high returns on equity over a full business cycle and is

currently selling at an attractive ~12X earnings.

Heineken, the second-largest brewer in the world behind Anheuser-

Busch InBev, has come under pressure due to weaker volumes owing

to challenging macro trends globally. Volume trends can ebb and

flow, but on the whole, the alcoholic beverage category has a highly

stable demand profile. Rather than sacrifice margins, Heineken has

remained focused on maintaining its premium positioning—

leveraging its strong brand portfolio and exposure to the premium

beer segment—to pass through cost inflation. Heineken’s brands and

scale provide it with competitive advantages on margins, cash flow

and the capacity to invest for growth. Also, Heineken's geographical

exposures provide growth tailwinds. It has a relatively small presence

in the competitive and shrinking US beer market and an outsized

presence in emerging markets. As a stable and higher quality

business, opportunities to purchase shares of Heineken at a discount

are infrequent, so we took advantage of the current market conditions

to add to our position.

Portfolio Activity

Wemade one new purchase in Q3, adding Cable One’s 4% coupon

bonds maturing in 2030. Cable One (CABO) is a small cable company

operating in rural US markets. We also hold CABO’s common equity,

as well as convertible bonds maturing in 2026 and 2028. The bonds

maturing in 2030 were yielding 8%+ when we purchased them in

August, providing a potential equity-type total return, in our view. We

believe CABO’s common shares and bonds have been punished due

to concerns about slowing subscriber growth and increasing

competition from fiber and fixed wireless providers. While wireless

companies are entering newmarkets, cable continues to have a

competitive advantage with respect to network speeds, reliability and

capital intensity. Cable is also a stable business due to its stickiness as

subscription cancellations are infrequent. CABO has high recurring

revenue, pricing power and healthy operating leverage—all desirable

characteristics. It also generates a lot of free cash flow, which can be

used to not only service debt and fund capital expenditures, but also

retire stock and pay a dividend (currently yielding ~1.8%). In fact,

CABO is generating over $300 million per year in free cash flow, even

with ongoing capex, while interest coverage is 5X. Even if the

company needed to refinance all its debt at today’s higher rates, it

could cover its interest burden and still have positive free cash flow.

Further, there are over $1 billion in long-term investments on the

balance sheet that aren’t included in leverage ratios. Leverage would

be much lower if included. These investments can be monetized over

time and would contribute to the company’s ability to fund growth

and service its debts. As a result, we believe CABO should be able to

meet its financial obligations.

The weightings across the five income buckets have evolved since the

portfolio incepted in early 2022, specifically our weightings in the

capital structure and dividend growth buckets. The weightings of the

core value, bond proxy and dividend recovery categories have

remained relatively stable over time. The dividend growth bucket

weighting has fallen from ~16% at portfolio launch, to 10% at the end

of September due to our selling into success. The proceeds of those

sales went into capital structure investments as yields that were paltry

in early 2022 have risen substantially over the past 18 months, with

our capital structure weighting increasing from about 5% to more

than 13%. The capital structure investments we hold are in companies

we already know well from our research managing three strategies. In

today’s rate environment, we have many more opportunities to

purchase fixed-rate securities with equity-like total return potential.

These securities should also assist in mitigating portfolio volatility,

which we know can help investors stick with their investment

programs over the long run, allowing them to benefit from the power

of compounding to preserve purchasing power. This is the benefit of

our flexible approach as we endeavor to provide a portfolio that

generates reliable opportunistic income.



Perspective

Value remains cheap. Aside from the pandemic years of 2020 to 2021,

large-cap value hasn’t been this cheap relative to large-cap growth

since the aftermath of the tech bubble. The Russell 1000® Value Index

trades for 14.7X FY1 estimated earnings. The Russell 1000® Growth

Index trades at 27.2X FY1 estimates. The average and median

valuation spreads between these indices have been 7.7 and 6.0

percentage points over the past 25 years. Today, it’s 12.5 percentage

points. Thus, we feel good about our opportunity set today and the

long-term forward return potential that exists among value stocks.

The valuation spread remains wide despite large-cap value closing the

gap over the past three years. As of the end of the quarter, the Russell

1000® Value Index’s 3-year annualized return of 11.1% was

3 percentage points higher than the Russell 1000® Growth Index’s 8.0%

return. This was driven by the extended starting valuations of growth

stocks and the influence of rising interest rates. This is a big shift, but

history has shown these value/growth cycles can persist for

several years.

ARTISAN CANVAS

Timely insights and updates from our investment teams and             

firm leadership

Visit www.artisancanvas.com 
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Investment Risks: There is no guarantee that the companies in which the portfolio invests will declare dividends in the future or that dividends, if declared, will remain at current levels or increase over time. The equity, fixed
income and derivative security types referenced each contain inherent risks, including the risk of loss like all investments, and capital appreciation and income is not guaranteed. 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 and less developed markets, including
frontier 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. References to individual security performance relate to a representative account
in the composite. Individual holding periods may differ.

For the purpose of determining the portfolio’s holdings, securities of the same issuer are aggregated to determine the weight in the Strategy. The holdings mentioned above comprised the following percentages of a representative account within
the Artisan Value Income Strategy Composite’s total net assets as of 30 Sep 2023: Air Lease Corp 1.7%, Redwood Trust Inc 1.5%, H&R Block Inc 1.8%, Corebridge Financial Inc 2.1%, Lamar Advertising Co 3.1%, Omnicom Group Inc 1.7%,
Heineken Holding NV 2.7%, Cable One Inc 3.9%. Securities named in the Commentary, but not listed here are not held in the portfolio as of the date of this report.

Securities referenced may not be representative of all portfolio holdings. Securities of the same issuer are aggregated to determine a holding’s portfolio weight. Portfolio statistics calculations exclude outlier data and certain securities which lack
applicable attributes, such as private securities. Artisan Partners may substitute information from a related security if unavailable for a particular security. This material is as of the date indicated and is subject to change without notice. Totals may
not sum due to rounding. Portfolio security yields are subject to market conditions and are not guaranteed.

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.

S&P 500® Index measures the performance of 500 US companies focused on the large-cap sector of the market. The Dow Jones US Select Dividend Index measures the performance of the US’s leading stocks by dividend yield. Russell 1000®

Growth Index measures the performance of US large-cap companies with higher price/book ratios and forecasted growth values. Russell 1000® Value Index measures the performance of US large-cap companies with lower price/book ratios
and forecasted growth values. The index(es) are unmanaged; include net reinvested dividends; do not reflect fees or expenses; and are not available for direct investment.

The S&P 500® and Dow Jones US Select Dividend ("Indices") are products of S&P Dow Jones Indices LLC ("S&P DJI") and/or its affiliates and has been licensed for use. Copyright © 2023 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.

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 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 2023. 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.

Spread  is  the difference in yield between two bonds of  similar  maturity but different credit  quality.  Free Cash Flow  is  a measure of  financial  performance calculated as operating cash flow minus capital  expenditures.  Dividend Yield  is  a
financial ratio that shows how much a company pays out in dividends each year relative to its share price. Price-to-Earnings (P/E) is a valuation ratio of a company's current share price compared to its per-share earnings. Interest coverage
measures a company’s ability to make interest payments on its debt by calculating earnings before interest and taxes divided by total interest expense. Return on Equity (ROE) is a profitability ratio that measures the amount of net income
returned as a percentage of shareholders' equity. Free Cash Flow Yield is an overall return evaluation ratio of a stock, which standardizes the free cash flow per share a company is expected to earn against its market price per share. The ratio
is calculated by taking the free cash flow per share divided by the share price.

This material is provided for informational purposes without regard to your particular investment needs and 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, 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.

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.

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.

© 2023 Artisan Partners. All rights reserved.

For Institutional Investors – Not for Onward Distribution


