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BEST ETFS & MUTUAL FUNDS

How A Top Value Fund Beat the Competition

Artisan fund's focus on
out-of-favor asset classes
has let it outpace the pack

BY ADAM SHELL
FOR INVESTOR'S BUSINESS DAILY

alue investing is more than

just buying stocks that are

statistically cheap. Why

bother owning the clunk-
ers? This top mutual fund has
its reasons.

Loading up on marked-down
shares of good companies going
through a rough patch can pay
off if they fix things and regain
their winning form.

That’s the winning invest-
ment formula of David Samra,
portfolio manager of top-per-
forming Artisan International
Value (ARTKX). Samra, who’s been
managing money for three de-
cades and has piloted the fund
since its 2002 inception, and his
investment team have a time-
tested stock-buying blueprint
that’s proved profitable.

The total return of the $35.3
billion fund, an IBD 2024 Best
Mutual Funds Awards winner,
topped 97% of funds in its peer
group in the past three-, five-
and 10-year periods, according
to fund tracker Morningstar.
In 2024, Artisan International
Value posted a total return of
6.4%, ranking in the top quartile
of similar funds.

Samra and comanager Ian
McGonigle and  associate
manager Benjamin Herrick
don’t just look for stocks with
bombed-out price-to-earnings
ratios. They scour the globe
for the rare companies with
pedigree that for one reason or
another are trading way below

what the business is worth.

Most important, Samra only
buys value stocks that possess four
key qualities that boost the odds of
the company posting strong price
returns going forward.

A good value stock must trade
well below its intrinsic value. It
must also be a good business, have
astrong balance sheet and a strong
management team with a record
of building shareholder value.

“If you have all four things,”
Samra said, you’ve got the mak-
ings of a winning stock. “It’s
(like finding) a needle in a hay-
stack. You have to be patient.
They don’t come across your
desk every day.”

Samra is a self-described val-
ue investor. But he and the team
put their own twist on things.

“What we do is a little bit dif-
ferent,” said Samra. “We look for
better businesses. When we do
our jobs correctly, we not only
get the growth in the underly-
ing value of the business, but we
also get a kicker when it reval-
ues (to a higher P-E ratio).”

Artisan International Value
is filled with stocks that trade
at significant discounts to their
intrinsic value, have strong
competitive positions, strong
free cash flow and improving
returns on capital and financial
strength.

Samra does some quick math
to make clear how his approach
to picking value stocks can add
up to big gains.

Say you've got a business
that makes $1 in earnings per
year that’s growing at 10% and
trades at 15 times earnings.
That’s a $15 stock. A year later
you make 10%, and the stock
rises to $16.50 if the P-E holds.
“But if you recognize that this
business is way better and it’s
mispriced and it should trade at

20 times earnings, instead of a
$16.50 stock you could get a $22
stock as the year goes by,” Samra
said. The takeaway: instead of a
10% gain, you could earn a 47%
return if the stock rerates to the
higher P-E multiple.

Another plus to Samra’s ap-
proach is it can offer downside
protection, or what he calls “a
margin of safety.” Say that same
stock in the example above
doesn’t see its P-E rise to 20 but
stays at 15 times earnings. “I
avoid a permanent loss of capi-
tal” said Samra.

When picking stocks, Samra
says it’s all about value. But it’s
also about having reasonable
expectations of cash flow gen-
eration over the next few years.
And the stock must have poten-
tial upside. “We don’t try to allo-
cate money based on country or
investment themes or politics or
anything like that,” said Samra.

Samra abhors companies that
present financial risk. “We don’t
love companies that carry high-
er degrees of debt,” said Samra.

He prefers companies that
are overcapitalized. The reason:
they have more financial flex-
ibility — and less chance of run-
ning into financial trouble.

“If there is a problem, and of-
tentimes when we get involved
in a stock there is a problem,
they’re able to reinvest back
into the business to fix it,” said
Samra. “When things get tough
or opportunities become avail-
able, you can take advantage of
them if you have a strong bal-
ance sheet.”

What separates actively man-
aged Artisan International Value
from, say, an international value
index fund is that its intense
focus on research helps it avoid
stocks that are cheap for a rea-
son. “Index funds aren’t taking

out bad businesses,” said Samra.
“They’re not taking out com-
panies that are over-leveraged.
They’re not taking out compa-
nies with management teams
that have mediocre behavior.”

Staying Away From Value Traps

By doing the work and keep-
ing track of companies that
meet his four investment crite-
ria, Samra can pounce when a
good company runs into short-
term trouble.

A good example, Samra says,
is Ireland-based low-cost air-
line Ryanair (RYAAY). When the
pandemic hit, the stock suffered
a 50% haircut. But Samra, who
had been following Ryanair for
years, knew it was a good, well-
run company. He knew CEO
Michael O’Leary favors a conser-
vative balance sheet. The fund
pounced. The stock rebounded
from a pandemic low of $19 in
March 2020 to finish that year at
$43.99, a double off the bottom.

“We know exactly where to go
when the market blows up,” said
Samra.

The guiding force is the four
stock traits the team steering
Artisan  International Value
looks for — cheap stock, good
business, strong balance sheet
and solid management.

“Finding businesses like this
is very labor intensive, it’s like
coal mining,” said Samra, who
started his career meeting with
companies in search of hidden
gems selling on the cheap. “You
do a ton of work, you keep ask-
ing questions and valuing busi-
nesses, and you do it over and
over and over again until that
needle in a haystack shines. It’s
like a shiny pen.”

Finding these rare stocks is
hard. That’s why Samra’s Arti-
san International Value holds
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only around 50 stocks.

The latest shiny pen Samra is
bullish on is China-based e-com-
merce giant Alibaba (BABA), often
dubbed “The Amazon of China.”

“Nobody’s going to like it be-
cause it’s Alibaba,” said Samra.
“People are frightened to death
of investing in China.” Samra ad-
mits the China narrative is nega-
tive. There’s an economic down-
turn in China. People don’t care
for the communist government.
And many people, he notes, fear
the Chinese economy will be ter-
rible for years. That’s a complete
180 from a few years back when
Alibaba was all the rage.

“Five years ago, podcasts were
saying, ‘Alibaba would grow to
kingdom come. It has a big mul-
tiple, but it underestimates the
power of the fantastic business, ”
Samrarecalled. “Back then it was
trading at 30 times earnings. And
now, if you deconstruct it, the
core business is trading at about
six times earnings. And that’s su-
per attractive.”

Time is on his side, as invest-
ing in beaten-down companies
is about patience, not making a
quick buck, Samra says.

“We never think about invest-
ing in a one-year time frame,”
said Samra. “If you come across
a business that is struggling,

generally it takes awhile for it to
repair itself.”

Top Mutual Fund Is Patient

Samra is comfortable with
longer time frames for a payoff.
In fact, he bought the fund’s top
holding, Arch Capital Group
(ACGL), a Bermuda-based proper-
ty and casualty insurer, in 2003.

“That was 20 years ago, and
that company has been com-
pounding for us at about 15% per
year over that time,” said Samra,
adding that there have been ups
and downs along the way.

Another stock that fits Samra’s
value criteria is Philips (PHG),
a well-known Dutch company
that’s now a health-technology
conglomerate. The company’s
history dates to the 1890s, when
it profited from its affordable
electric incandescent light bulbs.
Philips is also known for inno-
vations, such as electric razors
in the 1930s, mass-market TVs
in the 1940s, cassette players in
the 1960s, VCRs in the 1970s and
CDs in the 1980s. Philips transi-
tioned into a leading health-tech
company in the 2010s.

Today, they sell a wide as-
sortment of medical equipment,
such as MRI machines and im-
aging devices used by hospitals,
CPAP machines used to treat

sleep apnea, as well as consumer
products such as Norelco shav-
ers and Sonicare toothbrushes.

Philips caught Samra’s eye
in mid-2021 when its shares
tumbled sharply after it recalled
millions of Respironics CPAP
machines and faced lawsuits
due to claims the machines’
insulating foam was causing
health problems. The stock fell
from more than $56 per share
in April 2021 to less than $11 a
share by November 2022. Phil-
ips stock has been moving high-
er since a $1.1 billion settlement
in April 2024 that was far less
costly than feared. The stock
now trades above $25, albeit off
its recovery high. The company,
which posts sales of around $20
billion per year, has a market
cap of $23.5 billion.

“So, call it one times revenue,”
said Samra. “It’s a very cheap
stock. They’re in fundamen-
tally good businesses. The bal-
ance sheet is OK, and it’s OK
only because they have to make
these litigation payments. But
the company is generating cash,
and the balance sheet should get
better.”

Samra says Philips is a poster
child for the kind of value stock
his team invests in.

“It’'s had problems,” said
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Samra. “The problems de-
stroyed the valuation. The valu-
ation is still cheap. There’s re-
pair going on. It has the people
(Roy Jakobs took over as CEO
in October 2022) and the bal-
ance sheet and the market po-
sition to be able to repair itself.
And once it’s repaired, people
will recognize it and should re-
value it (higher).”

It’s not lost on Samra that pick-
ing stocks and investing outside
the U.S. is challenging. Unlike
the capitalist U.S., which benefits
from wealth, a single language,
rule of law, and an innovative
economy that generates peppier
growth and higher returns, most
foreign countries lack the scale
and dynamism of the U.S.

Asked if international stocks
will start to outperform U.S.
stocks anytime soon, Samra
said: “We can’t bank on it,” cit-
ing reasons noted above.

But since there are fewer
money managers doing what
he does, international markets
make for “a really good hunting
ground,” Samra said. “It’s more
complicated than investing in
the U.S. Fewer people do it. So,
I have less competition. Foreign
stocks are mispriced because
people aren’t paying attention in
the right way.”



Investment Results as of 12/31/24 (%) 1year 5 year 10 year Inception Expense Ratio
Artisan International Value Fund

Investor Class: ARTKX 6.39 8.98 7.51 11.33 1.26%'
Advisor Class: APDKX 6.56 9.13 7.66 1141 1.12%'
MSCI EAFE Index 3.82 4.73 5.20 7.05
MSCI All Country World ex USA Index 5.53 4.10 4.80 7.30

Source: Artisan Partners/MSCI. Class inception: Investor (23 Sep 2002), 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.
Prospectus dated 30 Sep 2023. See prospectus for further details.

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 800.344.1770 for current to most recent month-end performance.

Artisan International Value Fund (Investor Class) ranked as follows as of 31 Dec 2024 in the M* Foreign Large Blend Category (absolute
rank/# of funds in category): Tyr (175/699), Syr (10/618), 10yr (12/421). Morningstar rankings are based on total return, are historical, and do
not represent future results. The number of funds in the category may include several share classes of the same mutual fund which may
have a material impact on the fund's ranking within the category.

Caretully 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 calling 800.344.1770. Read carefully before investing.

David Samra is a portfolio manager for Artisan International Value Fund. This article represents the views of Adam Shell of Investors’
Business Daily and David Samra as of 13 January 2025 and does not necessarily represent those of Artisan Partners. The views and opinions
expressed are based on current market conditions, which will fluctuate, 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. Any forecasts contained herein are for illustrative purposes only and are not to be relied upon as advice or interpreted as a
recommendation. Artisan Partners is not affiliated with Investors’ Business Daily.

Current and future portfolio holdings are subject to risk. The value of portfolio securities selected by the investment team may rise or fall in
response to company, market, economic, political, regulatory or other news, at times greater than the market or benchmark index.
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.

The discussion of portfolio holdings does not constitute a recommendation of any individual security. For the purpose of determining the
Fund'’s holdings, securities of the same issuer are aggregated to determine the weight in the Fund. The holdings mentioned comprised the
following percentages of the Artisan International Value Fund’s total net assets as of 31 December 2024: Arch Capital Group Ltd 5.4%,
Koninklijke Philips NV 4.2%, Alibaba Group Holding Ltd 2.7%, Ryanair Holdings PLC 2.3%. The discussion of portfolio holdings does not
constitute a recommendation of any individual security. Portfolio holdings are subject to change and Artisan Partners disclaims any
obligation to advise investors of such changes. Securities named in the commentary, but not listed here are not held in the portfolio as of
the date of this report.

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.

Artisan International Value Fund (ARTKX) was among several funds named as a recipient of the 2024 Investor’s Business Daily (IBD) awards
for Best International Stock Fund. In determining award winners, Investor Business Daily’s analysis uses Morningstar data for each fund’s
historical risk-adjusted return compared to the MSCI EAFE index as of 31 December 2023 over the preceding one-, three-, five- and ten-year
periods. Each winning fund has beat the benchmark for the noted periods. MSCI EAFE Index measures the performance of developed



markets, excluding the US and Canada. The indexes are unmanaged; includes net reinvested dividends; do not reflect fees or expenses; and
are not available for direct investment. Investor Business Daily (IBD) is a registered trademark of Investor's Business Daily, Inc.

Margin of safety, a concept developed by Benjamin Graham, is the difference between the market price and the estimated intrinsic value of
a business. A large margin of safety may help guard against permanent capital loss and improve the probability of capital appreciation.
Margin of safety does not prevent market loss—all investments contain risk and may lose value. Price-to-Earnings (P/E) is a valuation ratio of
a company's current share price compared to its per-share earnings. Free Cash Flow is a measure of financial performance calculated as
operating cash flow minus capital expenditures.

MSCI EAFE Index measures the performance of developed markets, excluding the US and Canada. MSCI All Country World ex USA Index
measures the performance of developed and emerging markets, excluding the US. The index(es) 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 MSC| 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.

© 2025 Morningstar. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2)
may not be copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers
are responsible for any damages or losses arising from any use of this information. Past performance is no guarantee of future results.

Artisan Partners Funds offered through Artisan Partners Distributors LLC, member FINRA.

© 2025 Artisan Partners. All rights reserved.



