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Investment Process

We seek to invest in high-quality, undervalued companies with strong balance sheets and shareholder-oriented
management teams.

Undervaluation

Determining the intrinsic value of a business is the heart of our research process. Intrinsic value represents the amount that a buyer
would pay to own a company’s future cash flows. We seek to invest at a significant discount to our estimate of the intrinsic value of
a business.

Business Quality

We seek to invest in companies with histories of generating strong free cash flow, improving returns on capital and strong
competitive positions in their industries.

Financial Strength

We believe that investing in companies with strong balance sheets helps to reduce the potential for capital risk and provides
company management the ability to build value when attractive opportunities are available.

Shareholder-Oriented Management

Our research process attempts to identify management teams with a history of building value for shareholders.

Team Overview

Our team has worked together for many years and has implemented a consistent and disciplined investment process. Our team is
organized by geographic regions, but within those regions we are generalists who look across all industries. We believe this model
enables our analysts to become broad thinkers and gain critical insight across all economic sectors.

Portfolio Management

Daniel J. O'Keefe

Portfolio Manager (Lead)
Managing Director

Michael J. McKinnon, CFA

Portfolio Manager
Managing Director

Investment Results (%) Average Annual Total Returns

18.90——10.0124.5615.294.28S&P 500® Index (USD)

16.94——5.4319.3110.80-0.41Class I USD—Inception: 20 Apr 2020

Inception10 Yr5 Yr3 Yr1 YrYTDQTDAs of 30 June 2024

Annual Returns (%) Trailing 12 months ended 30 June

19.3119.70-17.9349.41—Class I USD

20242023202220212020

Source: Artisan Partners/MSCI. Returns for periods less than one year are not annualized.

Past  performance does not  predict  future returns.  Performance is  NAV to NAV,  including reinvestment  of  dividends and capital  gains,  if  any,  and is  net  of  fees  and expenses,  excluding any
subscription or redemption charges which may be levied. At the moment, the Fund does not intend to charge subscription or redemption fees. The Fund may be offered in different share classes,
which are subject to different fees, expenses and inception dates (which may affect performance), have different minimum investment requirements and are entitled to different services. Funds are
actively managed and are not managed to a benchmark index.

Investment Risks: Investments will rise and fall with market fluctuations and investor capital is at risk. Investors investing in funds 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 last page, which should be read in conjunction with this material.

Performance commentary is provided in relation to the Fund's USD share class.
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Market Overview

"Prudence is the knowledge of things to be sought, and those to

be shunned."—Cicero

During Q2 2024, our portfolio returned -0.4%. In comparison, the

S&P 500® Index increased by 4.3%, while the Russell 1000® Value

Index decreased by 2.2%. Year-to-date, our portfolio has risen by

10.8%, whereas the S&P 500® Index is up 15.3% and the Russell

1000® Value Index has grown by 6.6%.

These are great returns for a six-month period by any measure. But

the delta between our return and that of the S&P 500® Index

compels us to retread what has become familiar ground for us and

our readers: IT sector concentration.

This is not a new phenomenon. Over the past 20 years, the IT sector

represented 25% of the S&P 500® Index return. While much of this is

justified by the industry’s earnings growth, the concentration has

recently reached unprecedented levels, particularly in the US. In the

four years since the onset of the pandemic, the IT sector

represented 34% of the MSCI ACWI Index return and nearly 40% of

the S&P 500® Index return.

What’s more, returns are increasingly concentrated in just a few

names. Four companies—NVIDIA, Apple, Alphabet and Microsoft—

generated essentially all of the MSCI ACWI Index’s and S&P 500®

Index’s Q2 return. NVIDIA represented nearly 40% of the total return

for the MSCI ACWI Index and 44% of the total return for the S&P

500® Index. Said another way, excluding NVIDIA from these indices

would have reduced the benchmark’s return by nearly half.

Lest this increase in NVIDIA appear too abstract, consider this.

NVIDIA’s year-to-date dollar value increase is $1.8 trillion. That’s

equivalent to the 2023 increase in US GDP, which is, of course,

representative of the collective economic efforts of about 330

million people. NVIDIA’s market cap is now $3 trillion. So is the GDP

of France.

Does this make any sense? We wish that we could definitively say

that it doesn’t, given that we don’t own NVIDIA. But the answer is

more complicated. The growth in revenue and profits at NVIDIA has

been stunning. In the calendar year 2020, its revenue was about $17

billion. Estimates for 2024 are around $120 billion. Operating profit

is projected to reach about $80 billion in 2024 versus $4.5 billion in

2020. NVIDIA’s revenue essentially represents the capital spending

of a small number of very profitable, very cash-rich technology

companies buying up the processors necessary to power artificial

intelligence (AI) software programs. It’s an AI landgrab. In order for

NVIDIA to sustain these levels of revenue or grow them from here,

these AI investments must start to generate an ROI for those

splashing out $120 billion a year. And if not generating an ROI in

the near term, those companies must at least see the prospect of an

ROI, a clear sustainable competitive advantage or a moat of

some kind.

We are watching this unfold in real time through our holdings in

Alphabet and Meta. Both are spending very heavily on NVIDIA

processors. The returns from these investments are an abstraction

at this point. Said another way, we don’t see and are unable to

calculate a near-term return from these investments. But we do

believe that AI will increase the engagement levels for both

consumers of their respective platforms and advertisers on the

platforms. And given that enormous levels of capital spending are

required for these investments, we also believe that the barriers to

entry will be further raised for both Alphabet and Meta. A couple of

Stanford MBAs in their garage trying to create the next search

engine or social media platform are engaged in a hopeless task,

given the dollars required.

That being said, meaningful dollar returns for buyers of NVIDIA

chips must start to materialize in order to justify the company’s

market value. At this point, it appears to us to be mostly on

the come.

But let us zoom back out to the market at a higher level. Instances

of a NVIDIA concentration effect such as we have just seen are

extremely rare. For instance, over the past 33 years, in periods

where the market was up more than 5%, no single company

represented more than 10% of the S&P 500® Index's total return

until the late 1990s. Prior to the pandemic in 2020, this threshold

was breached only twice—once during the dotcom bubble in 1999

when Microsoft accounted for 11% of the index’s total return and

again in 2007 by Exxon. Since 2020, overall market returns have

becomemore concentrated, with a single company comprising

over 10% of the market return in three of the past four years. The

situation has become even more extreme this year, with NVIDIA

alone contributing ~45% of the market return in Q2 and ~30% of

the market return in the first six months.

Exhibit 1: Largest Single Stock Contribution to S&P 500® Index

Total Return (in up markets >5%)

Source: FactSet/Bloomberg. As of 30 Jun 2024. This chart represents the proportion of the S&P 500® 
Index return made by the largest single contributor in any year the index returned >5% since 1990.
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Has this material crowding effect changed the nature of passive

investing? As with the NVIDIA issue, the answer is complicated. The

attraction of index investing has always been twofold: low cost and

broad diversification. The low-cost component remains unchanged,

and it is meaningful. The diversification issue is where it gets messy.

Broad indices now represent a level of concentration, at least in

terms of sector- and stock-specific exposure, comparable to or even

exceeding what we might typically find in active portfolios. The top

five positions in the S&P 500® Index now represent 27% of the

index—arguably all in a single industry. If you buy an index fund,

chances are you are buying a lot of NVIDIA and a lot of tech. Of

course, this means index returns are now far more idiosyncratic

than perhaps many investors understand. So far, it has been an



excellent experience, but investing should be a

forward-looking exercise.

To put an even finer point on it, the index (either the S&P 500®

Index or the MSCI ACWI Index) arguably no longer provides broad

exposure to the economy or the broader market. It’s a lot of tech. A

lot of quite expensive tech. Is this the bogey that the industry

should be aspiring to match every quarter and every year? What is

the greater risk—underperforming a benchmark or taking excess

risk to keep up with a benchmark concentrated in a group of

investments that you don’t necessarily find attractive?

We will leave others to provide the answers. Our investment

approach is (and has always been) benchmark agnostic. We have

never paid any attention to the index, and clients shouldn’t expect

our portfolio to look anything like it. We do not seek to participate

in every exciting investment theme but rather emphasize building a

portfolio of sensible investments and avoiding losses. This involves

investing in a diversified group of companies that grow their

business value per share over time, have quality characteristics that

allow them to perform in a variety of economic environments, have

reasonable leverage and are available for purchase at

reasonable prices.

This is easy to write and hard to implement. Investing is often about

controlling your emotions and making sensible decisions. There is a

clear distinction between prudent investing and the fear of missing

out (FOMO). There are many agency risks and other biases that

cause people to make suboptimal decisions. But while the current

market concentration presents some unique challenges, we would

argue that maintaining prudent investing principles and focusing

on reasonable diversification, business quality, financial strength

and valuation remain the best strategies for building resilient

portfolios. As Cicero said, prudence is knowing what to seek and

knowing what to shun. In our view, at some point holding an overly

concentrated index where gains are driven by a few dominant

stocks might become—dare we say—imprudent.

In our view, our portfolio is more attractive on all these metrics than

what is currently represented by the benchmark, and we are very

content with our large personal investments in the strategy that sit

alongside our clients. But we encourage clients to scrutinize our top

holdings and compare them to any of the broader indices and

come to their own conclusions.

Portfolio Discussion

The top contributors to performance for the quarter were Alphabet,

Lam Research and Elevance.

Alphabet shares rose by 21% during the quarter, making it the

largest contributor to our performance. The company reported

excellent Q1 earnings, highlighting accelerating revenue growth,

strong profitability and effective capital allocation. Alphabet’s core

search business is growing at a mid-teens rate—the fastest growth

rate in nearly two years. Importantly, its non-search businesses have

reached significant scale, with its cloud and YouTube businesses

expected to reach a combined run-rate of $100 billion by the end

of 2024.

During the quarter, Alphabet also displayed meaningful progress in

its AI initiatives, and we believe it is well positioned to be a leader in

this field. The capital allocation is solid. It is returning all the free

cash flow to shareholders and announced that it will start paying a

dividend. Alphabet’s shares are trading at just over 20X next year's

earnings, which is a very reasonable valuation for a business with

such high-quality characteristics and growth potential.

Lam Research shares rose 10% during the quarter and are up 67%

over the past year, primarily due to optimism around the pending

investment cycle in semiconductor capital expenditures. Lam is one

of the largest equipment manufacturers used to make

semiconductor chips. This equipment, commonly referred to as

WFE (wafer fabrication equipment), is expected to experience

significant growth due to a combination of a cyclical rebound in

memory chips and growing demand for new AI-related chips. Lam’s

product portfolio is particularly well positioned to benefit from

both trends and should grow even faster than the overall market. Its

shares now trade at ~30X prior peak earnings, which suggests this

dynamic is well understood by the market and is mostly priced in.

Elevance shares rose 5% during the quarter. The business has been

performing well and has delivered good profit growth this year,

despite a flat top line. It has largely navigated the challenges related

to Medicaid redeterminations, which have caused temporary

volatility in membership and health care utilization levels. Its

vertical integration strategy is gaining traction, with strong revenue

and profit growth at its Carelon Services business. Elevance’s shares

are trading at 13X earnings, which is a very attractive investment

proposition for a durable business that expects long-term earnings

growth of over 12%.

The biggest detractors from performance during the quarter were

Harley-Davidson, Henry Schein and Expedia.

Harley’s share price declined 23% during the quarter after a strong

run in Q1. We had significantly reduced our position at higher share

prices over the past 12–18 months. The shares have been weak over

concerns that higher interest rates are impacting affordability and

retail sales. We share these concerns. Harley is likely to reduce its

forecasts for the year when it reports, though this now appears to

be discounted in the valuation. Famous last words. The shares now

trade at a single-digit multiple of earnings. We believe the brand is

strong, and management is able to adjust production and costs to

meet various demand environments. If interest rates begin to

decline as anticipated, demand should improve.

Henry Schein declined 15% during the quarter due primarily to

weak traffic trends in the overall dental market. In our view, the

concerns around near-term traffic trends are misplaced. The long-

term trends in the dental industry are favorable. Around 90% of US

dentists are currently operating at full capacity, and 50% of the US

population still isn’t regularly seeing a dentist. We see penetration

opportunities and demographic tailwinds in the US and



internationally. And while there will be puts and takes, the dental

market should grow nicely over time.

Schein’s business is performing well. It seems to have recovered

from the cyberattack in late 2023. Most importantly, it is making

good progress on its strategy to shift its business mix toward its

own branded products, which have higher growth and margins.

This shift benefits Schein by improving its margins, increasing its

value to customers and giving it more leverage with suppliers. This

year it expects to grow earnings 10%–15%. As it transforms from a

pure distributor of third-party products into a hybrid

distributor/manufacturer, we believe it will have more control over

its financial model and ability to drive attractive profit growth in a

variety of market environments. We find this combination very

attractive for a company trading at 11X–12X earnings.

Expedia shares declined 18% during the quarter after reducing its

full-year outlook. It lowered its revenue growth forecast to mid- to

high-single digits for 2024 and said margins will stay flat. On the

surface, a business growing in the high-single digits while

maintaining profitability isn’t bad. The issue is the company just

completed a major restructuring that was supposed to result in

accelerated revenue growth and significant margin expansion.

Neither is happening. The company continues to underperform the

industry and its peers. Importantly, management will not share with

us the important metrics and disclosures that might give us the

ability to understand why. It continues to just tell us that

improvement is coming. That is not enough for us, and we have lost

confidence that the changes will have the intended impact on the

company’s financial performance. As a result, we decided to exit the

investment at a modest profit.

During the quarter, we added a small investment in Aon Plc to

the portfolio.

Aon is a global leader in the insurance broking and consulting

industry. It’s the world’s second-largest insurance brokerage, which

is an attractive industry that we know well. The industry is relatively

consolidated and characterized by recurring revenue streams and

steady growth. Over the years, we have owned all three of the

major companies in this industry—Marsh & McLennan, Aon and

Willis Towers Watson.

In the course of our careers, we have developed a deep

appreciation for the insurance broking business. These businesses

have a resilient business model with many underlying growth

drivers. Commercial clients face many risks that they would prefer

to mitigate with insurance and risk management strategies.

Property and casualty risks, the cost of reinsurance, director and

officer risks, and workers’ compensation are likely to keep growing

as asset values and social inflation (i.e., litigation and lawsuit costs)

are likely to keep rising. Climate and cyber risks must also be

managed. Insurance brokers benefit from these trends as they are

paid fees and commissions to help clients craft the appropriate

blend of insurance coverage. The beauty of this business is that

insurance carriers bear the risk of loss, not brokers like Aon.

Aon's stock has declined 13% over the past year for two related

reasons. First, Aon’s business has been growing more slowly than its

primary competitor, Marsh & McLennan. Second, it announced a

relatively large and expensive acquisition of middle market

insurance broker NFP. Based on our analysis, we believe the recent

growth slowdown is mostly due to a business mix that will likely

normalize over time. Specifically, Aon has less exposure to the

middle market (which has been growing faster) and more exposure

to financial service lines (which have been weak due to the lack of

capital markets activity). Aon’s growth rate should normalize as IPO

and M&A activity normalizes and as it integrates the acquisition of

NFP to give it more exposure to the growing middle market. The

price it paid for NFP was high, but we have reason to believe the

synergies are understated, so the post-synergy valuation will look

more reasonable.

Aon is trading at 17X forward earnings, which is a significant

discount to peers and a reasonable price for a high-quality business

in a fantastic industry that should deliver high-single-digit profit

and free cash flow growth for a very long time.

During the quarter, we exited our investment in Expedia. Expedia is

discussed in detail earlier in this section.

ARTISAN CANVAS

Timely insights and updates from our investment teams and             

firm leadership

Visit www.artisancanvas.com 
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información pública respecto de los valores sobre los que versa esta oferta; estos valores no podrán ser objeto de oferta pública mientras no sean inscritos en el registro de valores correspondiente. Hong Kong: This material has not been
registered by the Registrar of Companies in Hong Kong. The Fund is a collective investment scheme as defined in the Securities and Futures Ordinance of Hong Kong (the “Ordinance”) but has not been authorised by the Securities and
Futures Commission pursuant to the Ordinance. Accordingly, the shares may only be offered or sold in Hong Kong to persons who are “professional investors” as defined in the Ordinance and any rules made under the Ordinance or in
circumstances which are permitted under the Companies (Winding Up and Miscellaneous Provisions) Ordinance of Hong Kong and the Ordinance. In addition, this material may not be issued or possessed for the purposes of issue,
whether in Hong Kong or elsewhere, and the shares may not be disposed of to any person unless such person is outside Hong Kong, such person is a “professional investor” as defined in the Ordinance and any rules made under the
Ordinance or as otherwise may be permitted by the Ordinance. Israel: This material has not been approved by the Israel Securities Authority and will only be distributed to Israeli residents in a manner that will not constitute "an offer to
the public" under sections 15 and 15a of the Israel Securities Law, 5728-1968 (the Securities Law) or section 25 of the Joint Investment Trusts Law, 5754-1994, as applicable. The Fund is being offered to a limited number of
investors and/or those categories of investors listed in the First Addendum to the Securities Law (Sophisticated Investors). This material may not be reproduced or used for any other purpose, nor be furnished to any other person other
than those to whom copies have been sent. Any offeree who purchases shares of a Fund is purchasing such Fund for its own benefit and account and not with the aim or intention of distributing or offering such Fund to other parties
(other than, in the case of an offeree which is a Sophisticated Investor by virtue of it being a banking corporation, portfolio manager or member of the Tel-Aviv Stock Exchange, as defined in the Addendum, where such offeree is
purchasing Fund for another party which is a Sophisticated Investor). Nothing in this material should be considered investment advice or investment marketing as defined in the Regulation of Investment Counselling, Investment Marketing
and Portfolio Management Law, 5755-1995 (the Investment Advice Law). Investors are encouraged to seek competent investment counselling from a locally licensed investment counsel prior to making the investment. Artisan Partners
does not hold a licence under the Investment Advice Law, nor does it carry the insurance as required of a licensee thereunder. Jersey: This material relates to a private placement and does not constitute an offer to the public in Jersey to
subscribe for the Fund offered hereby. No regulatory approval has been sought to the offer in Jersey and it must be distinctly understood that the Jersey Financial Services Commission does not accept any responsibility for the financial
soundness of or any representations made in connection with the Fund. The offer of shares is personal to the person to whom this material is being delivered by or on behalf of the Fund, and a subscription for the shares will only be
accepted from such person. The material may not be reproduced or used for any other purpose. Mexico: The Fund has not been and will not be registered with the National Registry of Securities, maintained by the Mexican National
Banking and Securities Commission and, as a result, may not be offered or sold publicly in Mexico. The Fund and any underwriter or purchaser may offer and sell the Fund in Mexico on a private placement basis to Institutional and
Accredited Investors pursuant to Article 8 of the Mexican Securities Market Law. New Zealand: This material is not a product disclosure statement for the purposes of the Financial Markets Conduct Act 2013 (the FMCA) and does not
contain all the information typically included in such offering documentation. This offer of shares in the Fund does not constitute “regulated offer” for the purposes of the FMCA and, accordingly, there is neither a product disclosure
statement nor a register entry available in respect of the offer. Shares in the Fund may only be offered in New Zealand in accordance with the FMCA and the Financial Markets Conduct Regulations 2014. Peru: The Fund has not been
registered before the Superintendencia del Mercado de Valores (SMV) and is therefore being placed by means of a private offer. SMV has not reviewed the information provided to the investor. This material is only for the exclusive use
of institutional investors in Peru and is not for public distribution. Qatar: The Funds are only being offered to a limited number of investors who are willing and able to conduct an independent investigation of the risks involved in an
investment in such Funds. This material does not constitute an offer to the public and is for the use only of the named addressee and should not be given or shown to any other person (other than employees, agents or consultants in
connection with the addressee’s consideration thereof). The Funds have not been and will not be registered with the Qatar Central Bank or under any laws of the State of Qatar. No transaction will be concluded in your jurisdiction and
any inquiries regarding the Funds should be made to Artisan Partners. Singapore: Artisan Partners Global Funds plc is currently entered into the Monetary Authority of Singapore’s (MAS) List of Restricted Schemes. This document has not
been registered as a prospectus with the MAS. Accordingly, this and any other material in connection with the offer or sale, or invitation for subscription or purchase, of shares of the sub-funds of Artisan Partners Global Funds plc may not
be circulated or distributed, nor may shares be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor under
Section 304 of the Securities and Futures Act, Chapter 289 of Singapore (SFA) or (ii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA. Switzerland: The Prospectus, the Key
Investor Information Document(s), the Articles of Association of the Company and the latest annual and semi-annual reports can be obtained free of charge from the representative in Switzerland, State Street Bank GmbH, Munich, Zurich
Branch, Beethovenstrasse 19, CH-8002 Zurich, Switzerland. The place of performance and jurisdiction is at the registered office of State Street Bank GmbH. State Street Bank GmbH is also the paying agent of the Company.
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