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MANAGER PROFILE

The Artisan portfolio manager explains his approach to value investing,
discusses his winners and losers, and demystifies US valuations
J OHN COUMARI AN OS

A

rtisan’s head of global value, Dan O’Keefe, is one of a group of former
Morningstar analysts who have gone on to become successful fund managers.
His Artisan Global Value fund, which he runs with Michael McKinnon, has

delivered an 11.63% annualized return for the decade through September, outpacing the
MSCI ACWI Value index by nearly three percentage points.
In our interview, O’Keefe talked about the false distinction between growth and value,
opportunities in the US versus those in overseas markets, and how his fund is structured
for maximum flexibility, allowing him to find opportunities beyond large caps.

We also recently bought Philips, a medtech
company trading at about 18 times earnings
but with significant margin xpansion
potential as well as mid-to-high single-digit
growth. At margin levels comparable to
peers, the valuation is a mid-teens multiple of
earnings, a healthy discount to peers that
trade at more than 20 times. That’s about
twice the multiple of Royal Dutch and yet we
believe both are undervalued.
CW: Many value investors think emerging
markets, and Japan and the UK in the
developed world are cheap. They also think
the US is the most expensive market in the
world. Do you agree?

Citywire: Your approach seems to defy the
growth-value dichotomy. Can you give
examples of companies you own that may
look expensive on simplistic metrics, but
you view as cheap?
DO: I view growth versus value as a false
dichotomy. Growth is a characteristic of a
business. Value is a judgment about what a
business is worth. Our investment process is
focused on understanding the intrinsic value
of a business, and then buying at a discount
to that value. In order to understand the
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value of a business, you need to consider all
the financial characteristics holistically – and
this obviously includes whether a business
is growing or not.
For example, we recently bought Royal
Dutch Shell at what we believe is a roughly
15% free cashflow yield and about seve
times earnings. That is clearly very
inexpensive and, in our view, quite
undervalued. But it operates in a cyclical,
volatile industry with a number of long-term
headwinds. Perhaps the proper value of
the business is closer to 10 times earnings.

DO: It’s true that the US is optically more
expensive than other markets around the
world. However, much of the valuation
disparity is due to the mix of companies in
each market. The US market has a large
weighting of very high-quality technology
companies that trade at high multiples. Outside
the US, markets are weighted more towards
less attractive industries that trade at lower
multiples – banks, autos, and general industrial
businesses, for example. This explains a large
part of the superficial valuation differen . If
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you compare similar industries in the US to
their counterparts outside the US, the
valuations are generally comparable.
That said, we have been finding mor
value outside of the US. Our recent
purchases include Philips, Royal Dutch
Shell, Nintendo, and Alibaba.
CW: I once spoke to a famous investor who
at a certain point in his career had the
choice to move out of large-cap equities
and took it. He said: ‘I didn’t want to be the
guy who had to choose between Merck
and Lilly.’ But you are the guy who has to
make choices like that. So, why Novartis (a
5% position at the end of Q2) over other
large pharma companies?
DO: We have intentionally structured the
investment team and process to avoid this
issue. We run a relatively focused portfolio
with 35-40 investments. Our investment
universe includes the entire world, and we
have the full flexibility to not own sectors of
the market if we don’t find them attractive.
Our investment team is comprised of
generalists rather than sector specialists to
focus on what is attractive overall rather than
what may be attractive relatively within a single
industry of specialization. Therefore, if there
aren’t any attractive pharma investments, we
won’t own any of them.
Every investment
in the portfolio is

attractive on its own merit, and that is
certainly the case for Novartis. The company
has a very durable growth profile driven by
an attractive pipeline and manageable
patent expiration. When compared to other
drug companies, Novartis has far more
diversification across drugs, indications,
geographies, and payers. This means they
have far less concentration in a particular
area than almost all other pharma
companies, creating a more durable
business and reducing risk. Novartis has a
very strong balance sheet and trades at
12-13 times earnings. We haven’t found this
combination of growth, portfolio
diversification, balance sheet strength, an
valuation at other pharma companies.
CW: You own Booking Holdings, Expedia,
and Southwest Airlines – that seems brave
in this Covid-19 era. Lay out your thesis for
those stocks. And do Booking and Expedia
compete with each other?
DO: I wouldn’t use the term brave. Our job is to
exercise investment judgment amid
uncertainty. We develop beliefs based on
evidence and act when we believe there is an
attractive skew. Value investment is done best
when something is going wrong with a
fundamentally good business. In that way, it’s
certainly uncomfortable, but it’s not brave.
This was definitely the case during th
pandemic when we added heavily to our travel
exposure. We thought the pandemic was
temporary and travel would ultimately rebound
to normal levels. We believed that leisure travel
was a fundamentally good and growing
industry. The companies we invested in were
the leaders and had great balance sheets that
would allow them to get through the pandemic.

This has played out pretty well over the
past year. In fact, Booking and Expedia
reached new all-time highs earlier this year.
As the investments revalued, we have
reduced our exposure to the sector and now
have 7-8% exposure to travel in the portfolio.
CW: It’s not a big part of the portfolio, but
you’ve held Telefonica Brasil for years, and
it hasn’t done much. What’s the thesis for a
telecom company like that?
DO: This has been a disappointing
investment. But just looking at the change in
the stock price doesn’t tell the entire story.
We bought the shares at R$30 per share in
2015. In local currency, the share price is up
modestly since then and the company has
paid out around R$17 per share in dividends.
In local currency, it’s been a decent total
return. The issue has been a significan
devaluation in the Brazilian real over that
period, so the US dollar return is mediocre.
Setting aside the currency, this is a good
company. They have a dominant share of the
post-pay mobile phone market in Brazil and
a fast-growing fiber broadband business
The balance sheet is excellent
with a large pile of net cash –
highly unusual for a telecom
company. The valuation is
attractive at 10-11 times earnings,
and they pay out all of their
earnings in a combination
of dividends and
interest on capital.

VALUE INVESTMENT IS DONE BEST WHEN SOMETHING
IS GOING WRONG WITH A FUNDAMENTALLY
GOOD BUSINESS. IT’S CERTAINLY
UNCOMFORTABLE, BUT IT’S NOT BRAVE
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This article represents the views of John Coumarianos of Citywire Selector and Dan O’Keefe as 6 Oct 2021, and those views and opinions presented are their own. Artisan Partners is not responsible for and cannot guarantee
the accuracy or completeness of any statement in the discussion. Any forecasts contained herein are for illustrative purposes only and are not to be relied upon as advice or interpreted as a recommendation. 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.
Investment Results as of 30 Sep 2021 (%)
Artisan Global Value Fund
Investor Class: ARTGX
Advisor Class: APDGX
MSCI All Country World Index
MSCI All Country World Value Index

Expense Ratios
Prospectus 30 Sep 2020
QTD
-3.19
-3.10
-1.05
-1.38

YTD
11.35
11.47
11.12
12.55

1 YR
35.46
35.70
27.44
31.27

3 YR
8.35
8.50
12.58
6.48

5 YR
9.71
9.86
13.20
8.38

10 YR
11.63
11.73
11.90
8.91

Inception
8.01
8.08
6.09
3.75

1.29
1.15
—
—

Source: Artisan Partners/MSCI. Returns less than one year are not annualized. Class inception: Investor (10 December 2007); Advisor (1 April 2015). For the period prior to inception, Advisor Class performance is the
Investor Class’s return for that period (“Linked Performance”). Linked Performance has not been restated to reflect expenses of the Advisor Class and the share class's returns during that period would be different if such
expenses were reflected.

Past performance does not guarantee and is not a reliable indicator of future results. Investment returns and principal values will fluctuate so that an investor's shares, when redeemed, may
be worth more or less than their original cost. Current performance may be lower or higher than that shown. Call 800.399.1770 for current to most recent month-end performance.
Carefully consider the Fund’s investment objective, risks and charges and expenses. This and other important information is contained in the Fund’s prospectus and summary prospectus, which
can be obtained by visiting www.artisanfunds.com. Read carefully before investing.
Investment Risks: Current and future portfolio holdings are subject to risk. International investments involve special risks, including currency fluctuation, lower liquidity, different accounting methods and economic and
political systems, and higher transaction costs. These risks typically are greater in emerging markets. Securities of small- and medium-sized companies tend to have a shorter history of operations, be more volatile and
less liquid and may have underperformed securities of large companies during some periods. Value securities may underperform other asset types during a given period.

MSCI All Country World Index measures the performance of developed and emerging markets. MSCI All Country World Value Index measures the performance of companies across developed and emerging markets
that exhibit value style characteristics according to MSCI. The indexes are unmanaged; include net reinvested dividends; do not reflect fees or expenses; and are not available for direct investment. MSCI makes no
express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained herein. The MSCI data may not be further redistributed or used to create indices or
financial products. This report is not approved or produced by MSCI.
The discussion of portfolio holdings does not constitute a recommendation of any individual security. These holdings comprise the following percentages of the Artisan Global Value Fund’s total net assets as of 30 Sep
2021: Novartis AG 5.0%, Expedia Group Inc 3.4%, Nintendo Co Ltd 3.0%, Booking Holdings Inc 2.9%, Koninklijke Philips NV 2.8%, Alibaba Group Holding Ltd 2.6%, Southwest Airlines Co 2.2%, Royal Dutch Shell PLC 1.4%,
Telefonica Brasil SA 1.4%. For the purpose of determining the Fund’s holdings, securities of the same issuer are aggregated to determine the weight in the Fund. Securities named but not listed here are not held in the
Fund as of the date noted. The portfolio holdings mentioned are subject to change and the Fund disclaims any obligation to advise investors of such changes.
Free cash flow is a measure of financial performance calculated as operating cash flow minus capital expenditures. Earnings per Share (EPS) is the portion of a company's profit allocated to each outstanding share of
common stock.

Artisan Partners Funds offered through Artisan Partners Distributors LLC (APDLLC), member FINRA. APDLLC is a wholly owned broker/dealer subsidiary of Artisan Partners Holdings LP. Artisan Partners Limited Partnership,
an investment advisory firm and adviser to Artisan Partners Funds, is wholly owned by Artisan Partners Holdings LP.
©2021 Artisan Partners. All rights reserved.
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