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D on’t expect much equivocation 
when you ask Artisan Partners' 
Dan O’Keefe for his investment 

views. Investing in Japan is “terrible,” he 
says. The auto industry is a "miserable 
business and getting worse." And don’t 
get him started on corporate governance 
in China.
	 O’Keefe’s direct approach has translat-
ed nicely to investment success. The glob-
al-value strategy he's run since inception 
in 2007 now manages close to $18 bil-
lion and over that time the Artisan Global 
Value Fund has earned a net annualized 
6.9%, vs. 3.9% for the MSCI All Country 
World Index.
	 Looking to be greedy, as Warren Buffett 
has put it, when others are fearful, O’Keefe 
is finding what he considers unappreciated 
value today in such areas as semiconduc-
tors, banks, online travel and defense.   

Your defined strategy – “to invest in high-
quality, undervalued companies with 
strong balance sheets and shareholder-
oriented management teams” – sounds 
pretty familiar these days. Why do you 
consider that strategy as viable as ever?

Dan O’Keefe: We anchor our approach 
on buying businesses at discounts to their 
values based on the future cash flows 
they produce. If the stock trades at $75 
and we think it’s worth $100, our prima-
ry source of return comes from that $75 
approaching $100. 
	 We’ve learned the hard way, however, 
that there are pitfalls to buying underval-
ued securities. You can often gravitate to-
ward crummy businesses that rather than 
growing intrinsic value are shrinking in-
trinsic value. Price and value may con-

verge, but at a lower rather than higher 
level. Another key risk of buying cheaply 
is that it can often mean buying a highly 
levered business. Cheap multiples in such 
businesses can turn expensive in a hurry. 
	 That’s how we end up focusing on four 
characteristics: We start with undervalua-
tion. We try to buy better-quality business-
es so intrinsic value can grow and provide 
a second source of return. We try to stick 
to companies with balance sheets that re-
duce capital risk and improve operational 
and strategic flexibility. Then, of course, 
we also want to make sure that manage-
ment is working in our interest as well as 
theirs. With those principles guiding our 
way, we believe we’re traveling down an 
economically attractive road without big 
potholes that can destroy value.

What’s a classic example of the type of 

company and situation that attracts your 
interest?

DO: One good example would be Marsh 
& McLennan [MMC], which we’ve 
owned in the global strategy since 2007. 
It’s the world’s leading insurance and rein-
surance brokerage, one of only two com-
panies in the industry – along with Aon 
[AON] – that has the fully global capabili-
ties that the best of its customers require. 
The business isn’t balance-sheet intensive 
and benefits over time from the increasing 
value of assets that need to be insured. All 
that results in the company earning oper-
ating margins in the 20s and very good 
returns on capital. 
	 Our original opportunity to buy was 
the result of a fairly unique situation. The 
company had come under attack by the 
state of New York for using a common-
at-the-time commission structure in the 
industry that regulators thought created 
inappropriate conflicts of interest. In a 
panic to defend itself against the increased 
regulatory scrutiny, the board named a 
new CEO who happened to know a lot 
about compliance but very little about 
selling insurance. So even as the regulatory 
issues were addressed or otherwise went 
away, the underlying brokerage business 
was terribly mismanaged, causing profit-
ability and the stock’s valuation to fall off 
a cliff. 
	 We knew and liked the insurance-bro-
kerage industry and Marsh & McLennan’s 
position in it, and we were confident they 
would eventually have a CEO who could 
return the business to its potential. That’s 
what happened and the company has been 
extremely well run since.
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Are you relying on comparable “fairly 
unique situations” to create discounted 
opportunities today?

DO: Let me say a few things about the 
environment that help explain the stock 
market we live in. First, it’s basically a 
low-growth world. All major economies 
are growing less than they have historical-
ly and probably less than what's needed 
to maintain social peace. We’re seeing that 
reflected in politics, here and abroad.
	 The second important thing is how 
central banks and monetary authorities 
have responded to this low-growth envi-
ronment. The range of easy-money ma-
nipulation employed and the resulting 
generationally low interest rates are, in 
my opinion, toxic, distorting and coun-
terproductive. They significantly disrupt 
the normal pricing mechanism of capital 
markets, which is made worse in equities 
by the flood of money into passive strate-
gies. Passive money doesn’t have a pricing 
mechanism.
	 On top of all this, investors today are 
having to process nothing less than a new 
industrial revolution. Information tech-
nology writ large is destroying old indus-
tries as fast as it’s creating new ones. 
	 Putting those three things together, in-
vestors today are desperately in search of 
what I call the “holy trinity”: will the busi-
ness grow, will the business grow without 
being disrupted, and will it please provide 
me with some reliable income in the form 
of a dividend. That’s why the select num-
ber of companies meeting those criteria 
are extremely expensive, particularly in 
Europe. Heineken trades at 28x trailing 
earnings, Diageo at 26x, Hermes at 47x, 
L’Oreal at 36x, Beiersdorf at 32x. That is 
creating in some areas what appears to us 
to be a quality bubble.
 	 We’re finding stocks to buy, usually in 
situations where companies have run into 
one-off types of headwinds. If those head-
winds call into question one of the holy 
trinity, stocks can be very quick to fall in 
an environment where investors are jit-
tery and desperate to own things that are 
steady and won’t get disrupted. 
	 As an example, we were able to buy 

Facebook [FB] because of concerns that 
privacy restrictions and regulation would 
impair its business model. We don’t think 
they will. We were able to buy Dentsply 
Sirona [XRAY], the leading player in the 
dental-products industry, when growth 
wavered due to what we believe are fix-
able merger integration issues from put-
ting Dentsply and Sirona together. Speed-
bumps always cause people to dump 
stocks, but I’d argue that’s more pro-
nounced than ever today.

It took you until this year’s second quar-
ter to invest in Wells Fargo [WFC], which 
hasn’t exactly been firing on all cylinders 
for some time. Why did it start to make 
sense then?

DO: We’ve followed Wells Fargo to great-
er and lesser degrees over the years. We 
looked closely at it last year when the 
stock was in the low-$50s, attracted by 
its leading deposit franchise, great profit-
ability and strong balance sheet. It also 
had a number of company-specific prob-
lems and management upheaval that we 
thought were being addressed. But in the 
end we concluded the price wasn’t inter-
esting enough so we moved on.
	 The drumbeat of bad news kind of 
continued. To score points with her base, 
Elizabeth Warren attacked Wells on a con-
tinual basis from the campaign trail. They 
went through another CEO. Interest rates 
started going down again. The market 
seemed to sort of throw up its hands and 
we ended up buying the stock at around 
$45 or so.
	 Despite the market hating them with 
such a passion, we still think banks are 
good businesses over time. Even in this in-
terest-rate-suppression era, many of them 
are still nicely profitable and they are so 
capital-rich that they can return massive 
amounts of capital to shareholders. Wells 
also has meaningful room for improve-
ment in its cost structure. The cost/income 
ratio has bloated from the mid-50s to 
the mid-60s, in large part because they’re 
throwing money at regulatory infrastruc-
ture. We don’t think that goes on forever 
and see no reason they can’t get back to a 

mid-50s cost/income ratio. That’s a huge 
source of potential return.

You’re not worried about potential lasting 
damage to the franchise from all the criti-
cal news?
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Reboot

Dan O’Keefe’s investing partnership with 
David Samra was an unequivocal success. 
In 2002 they joined Artisan Partners to 
launch the firm’s International Value Fund 
and as of last September the duo was 
managing some $40 billion in assets. They 
twice shared Morningstar ”International 
Stock Fund Manager of the Year” awards. 

 A year ago they split up, with Samra tak-
ing over the firm's international-value team 
and O’Keefe the global-value one. The 
rationale? ‘Whenever you’ve had suc-
cess in investing, you should constantly 
be thinking about how to continue it,” says 
O’Keefe. “We thought the best way to do 
that was to make room in each team for 
the people below us to take more respon-
sibility and have a more direct stake in the 
team’s success.” 

One practical change under the new 
structure is that he’s built up the global 
team’s U.S. research effort, aligning it 
more closely with the strategy’s 50-60% 
exposure to U.S. stocks. On a more per-
sonal level, he adds: “Sometimes it’s valu-
able to shake things up a bit, especially in 
a business like this one which is inherently 
a creative one. I think it gives us all an op-
portunity to see things a bit differently and 
create an energy that is revitalizing."
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DO: We think the reality is that most 
Wells Fargo clients are not closely follow-
ing the latest news on Wells Fargo. Given 
how much attention we pay to it, I think 
investors can overemphasize that sort of 
headline stuff. Most people aren’t glued 
to a Bloomberg terminal all day and don’t 
read The New York Times and The Wall 
Street Journal. Another point I’d make is 
that there were banks in the aftermath of 
the financial crisis that had much worse 
reputational issues that have recovered.
	 If well managed, I’d expect Wells to 
similarly recover. And, by the way, if you 
look at the account trends and activity, 
there are signs of stability and improve-
ment. The difficulties have gone on long 
enough now that you’d likely see some 
impact by now if there were going to be 
any. [Note: As low as $43 in August, WFC 
shares, somewhat buoyed by the naming 
of Charles Scharf as CEO on September 
27, now trade at $50.75.]

Defense contractors have mostly been in 
favor of late. What made BAE Systems 
[London: BA] interesting to you earlier 
this year? 

DO: Defense companies in general have 
been highly rated by the market, but 
when we established our position in BAE 
in the first quarter we were buying in at 
11-12x earnings, almost half the level of 
many peers. Part of that reflected fear that 
the political upheaval in the U.K. might 
translate into the Labour party taking 
on a bigger role, and it has historically 
not been friendly to defense contractors. 
There was also specific concern over the 
company’s business with Saudi Arabia, 
which accounts for 10% or so of profits. 
The Saudi business is handled through a 
consortium of European companies and 
some countries, notably Germany, have 
called for a ban on selling military hard-
ware to the Saudis. The situation is obvi-
ously very fluid, but our view was and is 
that the valuation discount on the shares 
was too high relative to the actual threat 
of lost business. [Note: At a three-year low 
of £4.40 in May, BAE shares currently re-
cently traded at £5.70.]

You’ve shown no enthusiasm for low valu-
ations in the automotive industry. Why?

DO: It’s never been a great industry, 
plagued by chronic overcapacity, cost 
structures that are difficult to align with 
demand because of labor and political 
challenges, and overdependence on easy 
credit. Volumes don’t grow much over 
time so it’s always a fight for share. 
	 The industry is undergoing a great 
deal of change, which is arguably mak-
ing it even worse. The transition to more 
hybrid cars, to more all-electric cars and 
to autonomous driving requires enormous 

capital spending and it’s difficult for us to 
see any of those as being positive for the 
industry. What Volkswagen has commit-
ted to invest over the next several years 
relative to its market cap is simply mind-
boggling. And it’s all with uncertain re-
turn. As one auto-industry CEO explained 
to me, if he were launching a new diesel 
or gasoline model, he’d have a fairly good 
ability to forecast the demand for that 
model. With a hybrid or electric car, which 
might be highly dependent on governmen-
tal subsidies, forecasting is just much more 
difficult. It’s hard to get very excited about 
any of that. 

The list of other things you aren’t par-
ticularly excited about would appear to 
include emerging markets, Japan and en-
ergy stocks. Can you briefly explain why 
in each case?

DO: There are exceptions like Samsung 
Electronics [Seoul: 005930], which we’ll 
discuss later, but we just struggle in emerg-
ing markets to find high enough quality 
businesses with sufficiently shareholder-

oriented management teams. I don’t think 
emerging markets are ever going to have a 
starring role in this portfolio. 
	 Japan is just terrible all around. The 
economy is terrible and most of the com-
panies are terrible. They don’t care about 
shareholders. They aren’t transparent and 
disclosure is inadequate. You can sit in a 
meeting for an hour talking to the CEO 
through a translator, scraping for good 
information. At the end of the meeting 
he’ll say goodbye to you in perfect Eng-
lish and you really just want to bang your 
head against the wall. We recently had a 
failed investment there – Yahoo Japan – 
and it was a good reminder why we are 
so cautious about getting involved in Ja-
pan. Because of the disclosure barriers, we 
misunderstood the margin structure and 
a number of their re-investment require-
ments and it bit us pretty hard in the end.
	 With energy, I’ll tell you about anoth-
er unsuccessful investment that explains 
quite well why I don’t generally invest in 
the sector. We still own a position in Im-
perial Oil [IMO], which is Exxon Mobil’s 
Canadian operation. We bought it because 
the company was supposedly coming to 
the end of a heavy tar-sands investment 
cycle, which offered the prospect of sig-
nificant, long-lived and cash-generative 
production coming online. 
	 Expectations, however, ran into the re-
ality of the energy business. They’ve had 
never-ending production problems that 
have required additional capital to fix. The 
production there is has been less efficient 
than expected. There are transportation 
bottlenecks in Canada, and there are po-
litical issues in resolving those. It’s just a 
difficult environment in which to invest.

Turning to environments that you're find-
ing more amenable, describe your invest-
ment case for online travel agency Book-
ing Holdings [BKNG].

DO: What often happens in our research 
process is that we will do some work on a 
company and though we may fundamen-
tally like the business, we think the valu-
ation is unattractive. We’ll keep watching 
it and if the stock price goes down enough 
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ON THE AUTO INDUSTRY:

It's never been a great in-

dustry and it's undergoing a 

great deal of change, which 

is arguably making it worse.
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to make the valuation interesting, we’re 
ready to act.
	 That’s basically what happened with 
Booking. We did a considerable amount of 
research on the online travel agent (OTA) 
industry, focused on Booking and Expedia 
[EXPE], and while we concluded Book-
ing was the better business, we ended up 
only buying into Expedia at the time. But 
as Booking’s share price continued to lag 
behind, we were able to buy at what we 
considered an attractive price in the sec-
ond quarter.
	 The online travel agent industry is an 
attractive one. Travel generally grows 
faster than GDP and because more people 
are booking their hotels and airlines on-
line, OTAs will grow faster than the travel 
market. Operating margins are high, free-
cash-flow generation is high, and the busi-
ness should produce high-single-digit to 
low-double-digit revenue growth for a 
long period of time.
	 So why were we able to buy the stock at 
13x unlevered earnings, net of cash? The 
simple answer is that the business slowed 
down, primarily due to a relatively weak 
travel market in Europe, where Book-
ing is very well established. In addition, 
the company has been investing in brand 
marketing to drive more direct traffic to 
its sites and save on some of the expense 
of buying Google keywords to gener-
ate traffic. That has dampened operating 
margins slightly, but we ultimately think 
it’s the right strategy and direct traffic is 
starting to grow faster than that generated 
through Google. In any event, evidence of 
even a little pressure on revenue growth 
and operating margins seemed to shake 
out a lot of the momentum and growth 
investors, which ended up giving us the 
opportunity.

In what ways is Booking a better business 
than Expedia?

DO: Again, we like both of them, but the 
main difference is that Expedia is more of 
a U.S. business and Booking is more an 
international one. The hotel industry in 
the U.S. is far more consolidated than it is 
outside the U.S., with the result that non-

U.S. hotels rely more heavily on online 
travel agents because smaller players have 
fewer resources and less name recognition 
to drive direct business. That translates to 
commission structures, which are more 
attractive outside the U.S. than inside, 
which incrementally benefits Booking. 
Also, Booking has frankly so far been a 
better-run company, which has shown up 
in higher growth and profitability relative 
to Expedia.

How do you assess the risk of hotels over-
all trying to wean themselves of OTAs?

DO: Hotels definitely prefer if you book 
directly rather than booking through an 
OTA, where they have to pay a 10%-plus 
commission. That said, that’s only realistic 
for the very largest hotel companies in the 
world with strong brand recognition and 
for when people have a strong preference 
for where they want to stay. Most people 
don’t travel that much and don’t know the 
hotel they want. They want to see choices, 
which an OTA gives them. We think that 
will keep OTAs highly relevant.

Do you worry about Google getting more 
directly involved in selling travel?

DO: We do. It is a risk and something we 
watch and think about. But being an OTA 
is very different from what Google is. You 
have to have people calling on hotels and 
airlines. You have to negotiate capacity al-
locations. You have to negotiate commis-
sions. It’s a sales-intensive business rather 
than a purely digital one. Which isn’t to 
say Google can’t skim some off the top, 
but we think the OTAs have a different 
business model and have a competitive 
advantage.

How are you looking at upside in the 
stock from today’s $1,945 price?

DO: This is one where we don’t think we 
need to build a 40,000-page spreadsheet 
to make a judgement. We think revenue 
can grow sustainably at 5-10% per year. 
The margin structure is positive and the 
company is using its prodigious free cash 

flow to buy back up to 25% of the out-
standing shares. That should produce low-
teens or better annual growth in earnings 
per share. You also have a net cash bal-
ance sheet. 
	 We look at that and believe the business 
should be worth at least 20-22x unlevered 
earnings, which is a pretty steep discount 
to where it’s traded in the past. If we put 
that multiple on our earnings estimates a 
couple years out and discount it back to 
today, we think the fair share value now 
is in the $2,500 range. As is typically the 
case, we would expect to benefit both 
from the discount to value closing and the 
value continuing to grow nicely over time.

NXP Semiconductors [NXPI] would be 
another high flyer that in the past year 
came somewhat back to earth. Why are 
you bullish on its prospects?

DO: We bought the stock a year ago af-
ter the merger deal with Qualcomm fell 
apart. The deal had valued NXP at $120 
per share and the stock price fell into the 
low-$90s, which is around where we first 
bought in. The shares fell further from 
there as concern over a cyclical slowdown 
in the global auto industry – where NXP 
is the leading semiconductor and micro-
controller supplier – started to intensify. 
Back to the holy trinity I spoke about ear-
lier: Oh my God, are you telling me this is 
subject to cyclicality and may not grow no 
matter what? 
	 Automotive end markets account for 
about half of the overall business, with 
much of the rest consisting of selling in-
dustrial microcontrollers for a variety of 
applications and selling semiconductor 
components that go into mobile phones. 
All of the end markets have attractive  
growth prospects, but the auto business 
will be the biggest driver. Given the ongo-
ing electronification of cars – which only 
intensifies as more autonomous-driving 
functionality rolls out – auto semiconduc-
tors will grow at a rate significantly higher 
than auto production. We expect NXP’s 
automotive business to grow at something 
close to a 10% annual rate. 
	 Short-term, we estimate overall reve-
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nue will decline 5-6% this year as a result 
of the automotive market taking a cyclical 
hit. Going into the downturn inventories 
are depleted as automakers scale back 
production, but that will snap back as 
production picks up and inventories in the 
factories are replenished. But long-term, 
again, it’s hard to imagine autos not hav-
ing far more semiconductor content than 
they do right now. 

Did the company get off track at all 
through the drawn-out Qualcomm deal 
process?

DO: There was that concern and it prob-
ably contributed to the stock getting as 
cheap as it did, but we have not seen any 
evidence of it. Operating margins are in 
the mid-20s and the business produces 
prodigious free cash flow, 100% of which 
the company has committed to returning 
to shareholders through buybacks and 
dividends. It was and is a very well-run 
company.

Now at $106.50, what do you believe the 
shares are more reasonably worth?

DO: We factor in the cyclical downturn in 
2019 and then gradually normalize rev-
enue growth and earnings over the next 
couple of years. We assume high-single-
digit revenue growth coming out of the 
trough and margins scaling with the rev-
enues to come in higher than they were 
in 2018. Applying what we consider to 
be a conservative 16-17x unlevered earn-
ings multiple to our estimates two to three 
years out, and then discounting that back 
to today gives us a share price in the $120 
to $130 range.
	 With the revenue growth and operat-
ing leverage we estimate, EPS would com-
pound at a low-double-digit rate over 
time. We’d expect value to compound 
commensurately.

You mentioned earlier the potential you 
see in banks. Why is Citigroup [C] a good 
way to play that?

DO: Citi very much fits the profile of what 

we’re finding attractive in the sector. It’s 
roughly half a consumer bank and rough-
ly half a corporate bank. The consumer 
bank is focused on credit cards, where it’s 
the #1 global card issuer by loan balances, 
with the rest broadly diversified in retail 
banking across a number of geographies, 
primarily the U.S., Latin America and Asia 
Pacific.
	 The corporate side of the bank, called 
the Institutional Clients Group, is primar-
ily involved in things like treasury, trade 
finance, security services and foreign ex-
change. These tend to be flow businesses 
that are pretty deeply integrated into the 
day-to-day activities of their corporate cli-
ents. I won’t say they’re recession-proof, 
but they are recurring and ingrained ac-
tivities which make them somewhat more 
stable and valuable.
	 Overall, a bit less than half of the busi-
ness is in North America, with 15% or so 
each coming from Europe, Latin America 
and Asia. We think the diversification of 
the business mix by geography and other-
wise is quite attractive.

How would you characterize Citi's sensi-
tivity to interest-rate levels?

DO: The business is not that interest-rate 
sensitive. Credit-card books of business 
are far less sensitive to interest rates than 
are other commercial or retail loans. On 
the institutional side, as I mentioned, much 
of the revenue is flow related rather than 
balance-sheet related. A 25-basis-point cut 
in the federal funds rate translates overall 
into about a $50 million quarterly revenue 
decline. That’s basically irrelevant on a 
revenue base of $19 billion.

Describe the capital-return part of the the-
sis here.

DO: Over three years ending in mid-2020, 
Citigroup will have returned more than 
$60 billion in capital to shareholders, pri-
marily in the form of stock buybacks, but 
also dividends. That’s on a market cap of 
about $160 billion. Other banks are re-
turning similar levels of capital relative 
to market cap. We can’t think of a similar 

example in our careers of an industry or 
company returning this much capital rela-
tive to market value. And that won’t be 
the end of it. We expect Citi to continue 
with attractive capital returns through the 
next Comprehensive Capital Analysis and 
Review.

How cheap do you consider the shares at 
today’s $69.50 price?

DO: For a diversified global consumer 
and corporate bank you’re today paying 
roughly 9x current-year earnings. That’s 
assuming a 12% return on tangible eq-
uity. The company’s cost/income ratio has 
fallen for 11 quarters in a row and man-
agement is targeting a 13.5% return on 
tangible equity by 2020. If they hit that, 
and we think they can, the P/E at today’s 
stock price is around 7.5x.
	 Our view is that this business is worth 
closer to 12x earnings. If they hit their re-
turn-on-equity targets and the market rec-
ognizes it, on top of the dividends earned 
the stock would be roughly 50% higher 
than it is today. 

Returning to another global technology 
business, what’s behind your interest in 
Samsung? 

DO: Samsung is a leader in smartphones, 
semiconductors and other electronic com-
ponents, with global scale and vertical in-
tegration in key businesses that provide it 
with competitive advantage.
	 While people know the company may-
be more for its cellphones, our interest re-
volves around its memory-semiconductor 
business. Samsung is the leading global 
manufacturer of DRAM semiconductors 
with a roughly 50% share, in a consoli-
dated industry where two competitors, SK 
Hynix [Seoul: 000660] and Micron Tech-
nology [MU], split most of the rest of the 
market. Samsung is the technology and 
cost leader and by far the best operator.
	 The long-term demand picture for the 
company’s semiconductors is very good. 
Demand – in key areas such as data cen-
ters, mobile technology, personal comput-
ers and a variety of automotive and indus-
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trial applications – is driven by increasing 
need for memory in all kinds of products. 
	 What’s made the stock interesting is 
the market’s reaction to the memory- 
semiconductor cycle. The business is less 
cyclical than it used to be as the industry 
has consolidated and become more ratio-
nal, but it’s still prone to ups and downs. 
This year we’ve seen a big price drop in 
DRAM, a function of some slowdown 
in mobile demand and of the aftermath 
of significant buying for inventory in the 
datacenter market in 2018. Though vol-
umes this year are still up nicely, pricing is 
down a lot and Samsung’s semiconductor 
EBIT is likely to be more than cut in half. 
Semiconductors will still account for 50% 
of overall EBIT, but are typically closer to 
75% of the total on a normalized basis.
	 So you have a cyclical downturn, but 
an attractive long-term demand outlook. 
It’s in a highly consolidated industry. We 
don’t see any major threats of technology 
disintermediation. Even at the trough of 
the cycle the company is nicely profitable 
and generating cash. Combine that with 
a low multiple on current earnings and 
a very low multiple on a reasonable esti-
mate of more normalized earnings, and we 
think that lines up in our favor.

You’re generally not a fan of corporate 
governance in emerging markets. How 
does rate Samsung on that front?

DO: Poorly. There’s a complex cross-hold-
ing structure that allows the family to con-
trol the company with a small economic 
stake. J.Y. Lee, the vice chairman and the 
son of the founder, has spent time in jail 
for bribing South Korea’s president and 
recent headlines indicate he may have to 
go back again. They should also return far 
more capital to shareholders, given that 
net cash and investments on the balance 
sheet are 30% of the company’s current 
₩315 trillion market cap.
	 On the other hand, we’ve owned the 
stock since late 2013 and governance 
has actually improved a bit. At least it’s 
moving in the right direction, albeit more 
slowly than it should. And importantly, 
the company is very well run. We discount 

the valuation because of the governance 
issues, but they don’t keep us from own-
ing the stock.  

How attractive are the shares at today’s 
price of ₩48,500? 

DO: The enterprise value today is rough-
ly ₩235 trillion, which is about 8x our 
current-year estimate of EBIT and about 
5x our estimate of normalized EBIT two 
years out. At a 9x EV/EBIT multiple on 
our 2021 numbers, discounted to today, 
the stock would trade at ₩70,000. That 
works out to about 11x normal unlevered 
earnings. That’s a pretty cheap multiple 
for a business like this.

Speaking broadly again, what impacts do 
you see from the continued rise of passive 
and algorithmic investing?

DO: It’s made the market much more mo-
mentum-oriented. People pile into ETFs 
and indexes that have been working and 
that money just chases the winners, or vice 
versa. A few weeks ago when the market 
panicked about falling interest rates, all of 
my U.S. financials were at one point trad-
ing down 2.49%. All of them. This is not 
price discovery. This is a wave of money 
flushing out of some financials ETF.
	 We're just going to do what we we’ve 
always done. We’re looking for businesses 
that meet certain quality criteria when 
they’re trading at attractive prices. Over 
time we believe that will work as it his-
torically has.

You have an undergraduate degree in 
philosophy from Northwestern. With the 
benefit of hindsight, are you a strong ad-
vocate for a liberal arts education?

DO: I am a very strong advocate for a 
liberal arts education. In almost any pro-
fession – especially a competitive, analyti-
cally driven and communication-driven 
business like this one – your primary 
competitive advantage is how well you 
can think, how well you can analyze, how 
well you can organize information, and 
how well you can communicate that in-

formation. The way you get proficient at 
all those things is by reading and writing, 
and reading and writing, and reading and 
writing. You study a number of different 
things and learn how to look at them from 
different angles. All of that traces back to 
education in the liberal arts. 
	 That’s not an excuse for not learning 
about business, economics, accounting 
and finance. If I were to fashion an ideal 
candidate, it would be someone who dou-
ble-majored in something like History and 
something like Economics, with enough 
practical exposure to the world of busi-
ness and markets to know that they love 
all that stuff. 
	 I was a 50% failure with respect to my 
ideal model. I took only one Economics 
class and didn’t have that much exposure 
to the world of business. But I stumbled 
into a job at Morningstar as a mutual-
fund analyst and just fell in love with it 
all. I look back on it and can’t imagine a 
24-year-old me interviewing me today – 
what a joke! But that’s how I caught the 
bug – it turned out to be a perfect way to 
get started.  VII 



This article represents the views of Value Investor Insight and Dan O’Keefe as of the date of publication 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 2019 (%) 
Artisan Global Value Fund  1YR 3YR 5YR 10 YR ITD 

Expense Ratios  
Prospectus 30 Sep 2018 

Investor Class: ARTGX -0.50 7.52 5.88 10.04 7.17 1.28 
Advisor Class: APDGX -0.40 7.66 6.00 10.10 7.22 1.13 
Institutional Class: APHGX -0.30 7.76 6.11 10.21 7.32 1.04 
MSCI All Country World Index 1.38 9.71 6.65 8.35 4.10 

 

Source: Artisan Partners/MSCI. Returns less than one year are not annualized. Class inception: Artisan Global Value Fund Investor (10 Dec 2007); Artisan Global Value Fund Advisor (1 Apr 2015); Artisan Global Value Fund Institutional (17 
Jul 2012). For the period prior to inception, Institutional and 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 Institutional or 
Advisor Class and the share class' 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 800.344.1770 for current to most recent month-end performance. Performance 
may reflect agreements to limit a Fund’s expenses, which would reduce performance if not in effect. 

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 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. 
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 Jun 2019: Booking Holdings 
Inc 1.6%, NXP Semiconductors NV 3.3%, Citigroup Inc 3.3%, Samsung Electronics Co Ltd 4.7%, Marsh & McLennan Cos Inc 2.9%, Aon PLC 1.5%, Facebook Inc 3.3%, DENTSPLY SIRONA Inc 3.2%, Wells Fargo & Co 1.2%, BAE Systems PLC 1.8%, 
Imperial Oil Ltd 1.7%, Expedia Group Inc 3.3%, Alphabet Inc 2.0%. 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. 

Return on capital (ROC) is a measure of how effectively a company uses the money (borrowed or owned) invested in its operations. Free cash flow is a measure of financial performance calculated as operating cash flow minus capital 
expenditures. Price-to-Earnings (P/E) is a valuation ratio of a company's current share price compared to its per-share earnings. Earnings Before Interest and Taxes (EBIT) is an indicator of a company's financial performance which is 
calculated by looking at earnings before the deduction of interest expenses and taxes. Unlevered earnings is a company's earnings before interest payments are taken into account. Tangible equity is a measure of a company's physical 
capital, which is used to evaluate a financial institution's ability to deal with potential losses. 

MSCI All Country World Index measures the performance of developed and emerging markets. 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. 

Established in 1988, the Morningstar Fund Manager of the Year award recognizes portfolio managers who demonstrate excellent investment skill and the courage to differ from the consensus to benefit investors. To qualify for the award, 
managers' funds must have not only posted impressive returns for the year, but the managers also must have a record of delivering outstanding long-term risk-adjusted performance and of aligning their interests with shareholders'. Beginning 
in 2012, nominated funds must be Morningstar Medalists—a fund that has garnered a Morningstar Analyst Rating™ of Gold, Silver, or Bronze. The Fund Manager of the Year award winners are chosen based on Morningstar's proprietary 
research and in-depth qualitative evaluation by its fund analysts. 

Morningstar Inc.'s awards are based on qualitative evaluation and research, thus subjective in nature and should not be used as the sole basis for investment decisions. Morningstar's awards are not guarantees of a fund's future investment 
performance. Morningstar, Inc. does not sponsor, issue, sell, or promote any open-end mutual funds including the Artisan Funds. Winners are chosen by Morningstar based on relative results and an award does not guarantee positive fund  

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. 

©2019 Artisan Partners. All rights reserved. 
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