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In 2013, US stock prices 
ascended faster than 
underlying earnings. With 
corporate earnings growth 
ranging in the low to mid-single 
digits and most broad-based 
stock indices up over 30%, the 
bulk of the year’s gains came 
from an expansion in the price 
multiple rather than from 
growth in economic values.

Market appreciation has 
moderated thus far in 2014, 
but valuations have not 
materially changed since the 
start of the year. Most stocks 
are trading in a range of fair 
to full value now. As value 
investors, we are looking for 
companies that are cheaply 
valued – not fairly valued 
– so fi nding stocks trading 
at a distinct discount to 
underlying worth has become 
more challenging.

Though the long-term 
return potential has fallen, 
we still think there are select 
opportunities in US stocks, 

particularly in the tech sector.
When people think about 

technology, what often 
comes to mind is the bubble 
of the 1990s and early 
2000s where many of the 
companies were selling at 
skyhigh valuations despite 
unproven business models.

The sector was priced very 
high, and many companies 
lacked fi nancial discipline.

But tech companies have 
evolved a lot over the years. 
Following the tech bubble, 
many management teams 
learned to re-focus on return 
on capital and became more 
shareholder-friendly.

The technology sector is 
much less capital intensive 
than it was and has higher 
cashfl ow margins, leading to 
better returns on invested 
capital. Companies are 
returning cash to shareholders 
through dividends and 
buybacks, and are abusing 
shareholders less with 

issuance of stock options.
Fundamentals within the 

sector are vastly improved 
in terms of better fi nancial 
health, profi tability and 
cheaper valuation levels. 
Compared to the broader 
market, the technology sector 
has a lower debt-to-capital 
ratio, higher return on equity, 
and lower P/E ratios.

Within the technology 
sector, the risk/reward 
dynamic looks very 
interesting in the mega-
cap segment, defi ned as 
a market capitalisation 
of at least $100bn. Some 
examples include: Apple, 
Cisco Systems, IBM, 
Microsoft and Oracle.

These companies 
have dominant market 
positions, global reach and 
technological leadership.

Despite superior business 
economics and balance 
sheets, they each trade at 
below-average P/E multiples 

in the low-to-mid teens, 
compared to about 16 times 
for the broader market.

We think some people have 
written these companies off 
as future dinosaurs and even 
that is still open to debate, 
but they are being priced 
as though they are closer to 
death than they certainly are, 
so the risk/ reward balance 
looks quite attractive.

George Sertl is managing 
director of Artisan Partners 
and a portfolio manager on 
the US value team.
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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. 

International investments involve special risks, including currency fl uctuation, lower liquidity, different accounting methods and economic 
and political systems, and higher transaction costs. These risks typically are greater in emerging markets. Securities of 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.

This material represents the views of George Sertl as of 16 Jun 2014 and do not necessarily represent those of Artisan Partners. Mr. Sertl is portfolio 
manager for Artisan Value Fund. The views and opinions expressed are based on current market conditions, which will fl uctuate and those views 
are subject to change without notice. While the information contained herein is believed to be reliable, there is no guarantee to the accuracy or 
completeness of any statement in the discussion. This material is for informational purposes only and should not be considered as investment advice 
or a recommendation of any investment service, product or individual security. Any forecasts contained herein are for illustrative purposes only and 
are not to be relied upon as advice or interpreted as a recommendation.

For the purpose of determining the Fund’s holdings, securities of the same issuer are aggregated to determine the weight in the Funds. The holdings 
mentioned comprised the following percentages of the Funds’ total net assets as of 31 Mar 2014: Artisan Value Fund— Apple Inc 6.5%; Cisco 
Systems Inc 1.9%; International Business Machines Corp 2.7%; Microsoft Corp 2.0%; Oracle Corp 4.6%. Securities named in the Commentary, but 
not listed here are not held in the Funds as of the date of this report. Portfolio holdings are subject to change without notice and are not intended as 
recommendations of individual securities. 

Return on Equity (ROE) is a profi tability ratio that measures the amount of net income returned as a percentage of shareholders equity.

Price-to-Earnings (P/E) is a valuation ratio of a company’s current share price compared to its per-share earnings.

Artisan 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 fi rm and adviser to Artisan Funds, is wholly owned by 
Artisan Partners Holdings LP.
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