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Investment Process

We seek to invest in high-quality, undervalued businesses that offer the potential for superior risk/reward outcomes. The investment
universe is generally non-US equities with market caps below $5 billion.

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.

Portfolio Management

Beini Zhou, CFA

Co-Portfolio Manager

Anand Vasagiri

Co-Portfolio Manager

N. David Samra

Managing Director

Investment Results (% USD) Average Annual Total Returns

6.570.991.870.640.64
MSCI All Country World ex USA
Small Cap Index

11.98——4.836.304.484.48Composite—Net

14.19——6.588.225.645.64Composite—Gross

Inception110 Yr5 Yr3 Yr1 YrYTDQTDAs of 31 March 2025

Calendar Year Returns (% USD)

5.8920.33-15.0818.38—Composite—Net
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Source: Artisan Partners/MSCI. Returns for periods less than one year are not annualized. 1Composite inception: 1 November 2020.

Past performance does not guarantee and is not a reliable indicator of future results. Current performance may be lower or higher than the performance shown. Composite performance has
been presented in both gross and net of investment management fees.

Investment Risks: Investments will rise and fall with market fluctuations and investor capital is at risk. Investors investing in strategies 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 near the back of this document, which should be read in conjunction with this material.



Quarterly Commentary

Artisan International Explorer Strategy As of 31 March 2025

Move Over, AI

People often ask us: How is your portfolio positioned these days, and

what’s your exposure?

This question always makes us wonder what they hope to hear.

Sometimes, we think people just want to hear us mention the latest

buzzwords, such as GenAI, humanoids or GLP-1. As if us jumping onto

the latest bandwagon would somehowmean we’re fishing in the

right pond, regardless of whether or not it’s the surest way to

compound our clients’ money over time.

Well, longtime readers should not be surprised to hear that we do

almost the opposite. The majority of the businesses in our portfolio

have been anything but sexy. Among our top 10 positions at quarter-

end are an Irish homebuilder, a French outsourced engineering

service provider, a Dutch lighting company, a Japanese industrial and

architectural paints business, a Chinese industrial casting components

maker and an Australian insurance broker serving small business

owners. We’re not sure about you, but none of these gets our

adrenaline pumping, at least not by how we described them here.

That is not to say we’re not interested in the cool technologies that

are indeed making unprecedented impacts in our societies. We do

have material positions in software and semiconductor names. Both

are direct or indirect beneficiaries of the generative artificial

intelligence (AI) boom since ChatGPT launched in late 2022. But we

didn’t add them to our portfolio as a reaction to some emerging hot

theme. In every instance, we invested because the specific business

satisfies all four of our key criteria: good business, good management,

good balance sheet and good valuation. Each name needs to stand on

its own. We don’t consider any of them to be a source of so-called

“exposure” to related themes, sectors or regions, or their lack thereof.

If we have to speak to exposure, then we would say that we provide

exposure to about 35 individual businesses that we strongly believe,

as a whole, can generate superior risk/reward outcomes over the next

several years. This conviction about potential long-term wealth

creation does get our adrenaline pumping.

But we left out one industry above that turned out to be even hotter

than AI this quarter. Our material “exposure” to this industry, if you

will, has generated outsized returns for us in recent periods. We’re

talking about European defense. As the US seems to be pulling the

plug on funding, the region has begun scrambling to boost its own

defense budgets. As a result, the European defense sector’s valuation

soared in the quarter, notably on the trading day right after the widely

publicized meeting in the White House between Ukraine’s President

Volodymyr Zelenskyy and President Donald Trump.

What’s lost in the kudos behind our investments in the sector was

how it all started—quietly. We initiated our portfolio’s position in

Hensoldt, the German defense electronics company, in Q2 2021,

almost four years ago. We certainly didn’t have a crystal ball telling us

a war was about to start in Ukraine less than a year later. Our thesis on

Hensoldt back then was utterly boring. In other words, it was business

as usual for us—we bought it because the company satisfied all four

of our key criteria. It was trading at not much more than 10X P/E.

Whereas these days, we keep getting asked about the opportunities

we see in European defense, and we vividly remember most people

could not have cared less about our new “exposure” to the space four

years ago. Somemore ESG-conscious investors even questioned our

sanity. Times certainly have changed.

So, given unprecedented uncertainty post “Liberation Day,” what’s

our current exposure? We seek to combat variables with constants.

We do what we always do—buy and own undervalued businesses run

by sensible capital allocators with an underlevered balance sheet.

Hopefully, if we do it right, we’ll occasionally end up owning some

names that investors cannot buy enough of down the road, even if

they initially look downright boring or cause some raised eyebrows.

What We Bought and Sold in the Quarter

We initiated one new position in the quarter.

We bought Elementis, a UK-based specialty chemicals business. Its

core products are rheology modifiers. Rheology is the branch of

physics that deals with the flow of matter, so rheology modifiers are

used as additives to help adjust the viscosity of a final product.

Elementis sells into two major end markets—personal care (cosmetics

and skin care) and coatings (industrials and architectural paints).

When personal care products are applied on skin or paints on

surfaces, it’s the rheology modifiers mixed inside that ensure the

product has the right amount of stickiness.

Rheology modifiers can be produced in many ways, but what sets

Elementis apart is its ownership of a unique mine in California that has

decades’ worth of reserves in the natural mineral hectorite. It is a

white clay with superior characteristics to other clays, such as

bentonite. Thus, additives derived from hectorite give a final product

better viscosity. Our research has confirmed that Elementis’ mine is

one of the largest—if not the largest—high-quality hectorite mines in

the world, making it a scarce asset, in our view.

A good, high-level way to think about its core business flow is that

Elementis mines, processes and formulates hectorite into rheology

modifiers, and then it sells the additives to personal care or coatings

customers, who then blend them into their final products. In terms of

sales mix between the company’s two end markets, the personal care

segment only makes up approximately one third of its top line. But

that end market has higher margins and therefore accounts for ~45%

of its total profit. The entire business has ~40% gross margin and a

mid-teens operating margin. Management is aiming for 19%

operating margin over the medium term, which we believe should

be achievable.



On the management side, Elementis’ current CEO, who’s been at the

helm for close to a decade, is stepping down, and a division head is

being promoted to fill the role. We very much welcome the change

since capital allocation has been questionable under current

management. Its poor acquisitions track record in the past decade

resulted in a public revolt frommajor shareholders in the past year or

so. This likely led to the CEO transition and the recent appointment of

a new board member who represents a major shareholder and whose

interests, we believe, are aligned with ours.

When we initiated our position, the company was valued at low-to-

mid teens times free cash flow (FCF), but we believe the business is

worth mid-to-high teens times FCF, with a higher valuation multiple

attached to its personal care business and a lower one to its

coatings business.

We sold out of two names in the quarter.

We sold Denmark-based ALK-Abello after trimming most of our

position last year. It’s the global leader in allergen immunotherapy

with roughly 40%market share. Its FDA-approved oral tablets for

treating various respiratory allergies have been slowly but surely

gaining traction worldwide. It had a good 2024 as record-high sales

and earnings helped drive up its share price, so we took the

opportunity to exit.

We also sold Alzchem, a specialty chemicals business in Germany. We

sold the last major batch of shares at around 4X the initial share price

paid in May 2021. It’s probably no exaggeration to say that we kissed

something that looked like a frog, and it ultimately turned into a

princess. While it was unloved and neglected at the beginning of our

involvement, trading at only 8X P/E, these days, the market cannot

seem to praise its growth prospects enough. Besides its solid

fundamentals, the fact that it’s now become a European defense play

has further fueled its share price. One of its products can be dually

purposed in both civil (i.e., auto) and defense end markets, and

management has smartly moved capacity toward defense in recent

years as demand has boomed. We have to admit that we had no idea

this particular product could be repurposed for non-civil use when we

first bought its shares. As someone wisely said, good things can

happen when you buy undervalued businesses run by

sensible management.

Top Contributors and Detractors

We outperformed our benchmark by over 500bps this quarter.

Our top two contributors in Q1 were Impro Precision Industries

and Hensoldt.

Impro is a Chinese industrial precision components maker listed in

Hong Kong. It specializes in a manufacturing method called casting. If

you’re familiar with Precision Castparts, which Warren Buffett’s

Berkshire Hathaway owns, then you can loosely consider Impro as the

Precision Castparts of China. It inadvertently became our AI play in the

quarter as investors woke up to its role in the ongoing AI-driven data

center construction boom. Diesel engines are needed as a backup

power source for every data center, and Impro makes key

components for high-power diesel engines manufactured by US and

Europe-based companies. This part of the business boomed last year

and has rapidly grown to around 20% of its total revenue. This growth

trend should persist as long as power-hungry data centers continue to

be built. Its share price ended the quarter at a little over 10X P/E,

which we still regard as quite reasonable.

Hensoldt is a German defense electronics maker. We commented on

this name in the first section of this letter. As the US reconsiders its

priorities, including the role of NATO in Europe and negotiating a

ceasefire deal with Russia over Ukraine, Europe finds itself scrambling

to boost its military budget. This caused the share prices of many

European defense sector companies to soar in the quarter. When

euphoria arrives, we often move the other way—we trimmed our

position substantially during the quarter.

Our two biggest detractors in Q1 were FDM Group Holdings

and Essentra.

FDM is a UK-based company that provides training and staffing in

various IT services, risk management and compliance roles, mainly for

the financial services industry. Most traditional staffing companies

provide little, if any, training and only short-term (months-long) work.

But FDM recruits mainly college graduates, trains them for 6 to 12

weeks (often based on specific end clients’ requirements), and then

places them on-site at clients’ offices for 2 to 3 years. During the on-

site period, trainees are employed full-time by FDM, resulting in a

double-digit margin between what clients pay FDM and what FDM

pays trainees. At the end of the on-site period, many of the company’s

trainees either get hired full-time by the client they’ve worked for or

use the experience accumulated while employed by FDM to find a

job elsewhere.

Its business activity peaked around 2022–2023, driven by the

pandemic-period labor shortage. We first went to visit FDM in 2022.

We liked the founding management team with its owner-operator

mindset and the net cash balance sheet, but we deemed its valuation

too expensive. We waited on the sideline, watching the business

decline from its peak, and management aggressively cut its cost base.

We didn’t pull the trigger until about a year ago when its share price

tanked on a big profit warning. We’ve been subsequently averaging

our cost down in the past year, particularly in the latest quarter.

Toward the end of the quarter, its share price rebounded as its 2024

full-year earnings showed early signs of client demand stabilizing. It’s

now trading at around 10X what we consider fairly depressed

earnings ex-cash.



Essentra is an industrial components manufacturer and distributor in

the UK. It supplies a long list of small items to factories across the

world. Think of fasteners, protection caps, plugs and hinges. These

components either go inside end products or are used during

production runs. Common characteristics across all the components it

sells are that they’re typically very low-priced (often costing cents or

less apiece) but play a critical role that factories cannot run without.

Because they’re so far down the bill of materials in terms of total

spending for a factory, reliable delivery service matters as much as, if

not more than, pricing. Hence, Essentra has price bargaining power

over its customers as its average pricing typically increased in the low-

single digits even before inflation reared its head in recent years.

Essentra used to be a much larger three-segment industrial

conglomerate, which did not interest us. We became involved in late

2022 when it sold the two other segments to become a pure play. In

hindsight, we got in too early. Weak European industrial production

since the Ukraine war broke out has hurt its performance, and the

sentiment around the stock was further dampened by the cautious

outlook given in its more recent earnings report. The stock price has

fallen, and it now trades at an earnings multiple in the low teens. We

gradually added to our position in the past year at what we believe is

an attractive discount.

ARTISAN CANVAS

Timely insights and updates from our investment teams and             

firm leadership

Visit www.artisancanvas.com 
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Investment Risks: 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. Such risks include new and rapidly changing political and economic structures, which may cause instability; underdeveloped securities markets; and
higher likelihood of high levels  of  inflation,  deflation or currency devaluations.  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. These risks, among others, are further described in Artisan Partners Form ADV,
which is available upon request. This is a marketing communication.

Unless otherwise indicated, the Artisan Strategy characteristics relate to that of an investment composite or a representative account managed within a composite. It is intended to provide a general illustration of the investment strategy and
considerations used by Artisan Partners in managing that strategy. Individual accounts may differ, at times significantly, from the reference data shown due to varying account restrictions, fees and expenses, and since-inception time periods,
among others. Where applicable, this information is supplemental to, and not to be construed with, a current or prospective client’s investment account information. References to individual security performance relate to a representative account
in the composite. Individual holding periods may differ.

For the purpose of determining the portfolio’s holdings, securities of the same issuer are aggregated to determine the weight in the Strategy. The holdings mentioned above comprised the following percentages of a representative account within
the Artisan International Explorer Strategy Composite’s total net assets as of 31 Mar 2025: Impro Precision Industries Ltd 3.4%, FDM Group Holdings PLC 3.2%, Elementis PLC 1.9%, Essentra PLC 1.4%, Hensoldt AG 0.8%. Securities named in
the Commentary, but not listed here are not held in the portfolio as of the date of this report. Totals may not sum due to rounding.

ESG assessments represent one of many pieces of research available and the degree to which it impacts holdings may vary based on manager discretion.

Attribution  is  used  to  evaluate  the  investment  management  decisions  which  affected  the  portfolio’s  performance  when  compared  to  a  benchmark  index.  Attribution  is  not  exact,  but  should  be  considered  an  approximation  of  the  relative
contribution of each of the factors considered.

If applicable, contribution is calculated by multiplying a security’s weight by its in portfolio return daily for the period and has been derived from a transaction-based methodology. Net contribution has been calculated by 1) deducting the related
Composite’s  net  return,  which  has  been  reduced  by  the  highest  model  fee,  from  the  greater  of  either  of  the  portfolio’s  gross  contribution  total  or  the  Composite’s  gross  return,  to  determine  a  “model  fee”  applicable  to  managing  the
representative account’s portfolio, 2) weighting that model fee based on each investment’s average weight during the period; and then 3) deducting the weighted model fee from each investment’s corresponding gross contribution to arrive at
the net result. Return attribution identifies relevant factors that contributed to the portfolio’s results, but is not exact, nor representative of actual investor returns due to several variables (e.g., security pricing, cash flows, the deduction of fees
and expenses, etc.), and therefore should be examined in conjunction with performance of the portfolio or Composite during the period. Artisan will  promptly provide further information on the methodology used or the performance of the
account from which the individual security returns were extracted upon request.

Net-of-fees  composite  returns  were  calculated  using  the  highest  model  investment  advisory  fees  applicable  to  portfolios  within  the  composite.  Fees  may  be  higher  for  certain  pooled  vehicles  and  the  composite  may  include  accounts  with
performance-based fees. All performance results are net of commissions and transaction costs, and have been presented gross and net of investment advisory fees. Dividend income is recorded net of foreign withholding taxes on ex-dividend date
or as soon after the ex-dividend date as the information becomes available to Artisan Partners. Interest income is recorded on the accrual basis. Performance results for the Index include reinvested dividends and are presented net of foreign
withholding taxes but, unlike the portfolio's returns, do not reflect the payment of sales commissions or other expenses incurred in the purchase or sale of the securities included in the indices.

MSCI All Country World ex USA Small Cap Index measures the performance of small-cap companies in developed markets 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 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 Global Industry Classification Standard (GICS®) is the exclusive intellectual property of MSCI Inc. (MSCI) and Standard & Poor’s Financial Services, LLC (S&P). Neither MSCI, S&P, their affiliates, nor any of their third party providers (“GICS
Parties”) makes any representations or warranties, express or implied, with respect to GICS or the results to be obtained by the use thereof, and expressly disclaim all warranties, including warranties of accuracy, completeness, merchantability
and fitness for a particular purpose. The GICS Parties shall not have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of such damages.

This summary represents the views of the portfolio manager as of 31 Mar 2025. Those views and portfolio holdings are subject to change and Artisan Partners disclaims any obligation to advise investors of such changes. The discussion of
portfolio holdings does not constitute a recommendation of any individual security.

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. Gross
Profit Margin is a metric analysts use to assess a company’s financial health by calculating the amount of money left over from product sales after subtracting the cost of goods sold (COGS). Sometimes referred to as the gross margin ratio,
gross profit margin is frequently expressed as a percentage of sales. Price-to-Earnings (P/E) ex-Cash is a valuation ratio of a company's current share price excluding cash holdings compared to its per-share earnings. Operating Margin is a
measure of profitability equal to operating income divided by revenue.

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 Partners Limited Partnership (APLP) is an investment adviser registered with the U.S. Securities and Exchange Commission (SEC). Artisan Partners UK LLP (APUK) is authorized and regulated by the Financial Conduct Authority and is a
registered investment adviser with the SEC. APEL Financial Distribution Services Limited (AP Europe) is regulated by the Central Bank of Ireland. APLP, APUK and AP Europe are collectively, with their parent company and affiliates, referred to as
Artisan Partners  herein.  Artisan Partners  is  not  registered,  authorised or  eligible  for  an exemption from registration  in  all  jurisdictions.  Therefore,  services  described herein  may not  be available  in  certain  jurisdictions.  This  material  does  not
constitute an offer or solicitation where such actions are not authorised or lawful, and in some cases may only be provided at the initiative of the prospect. Further limitations on the availability of products or services described herein may
be imposed.

This material is only intended for investors which meet qualifications as institutional investors as defined in the applicable jurisdiction where this material is received, which includes only Professional Clients or Eligible Counterparties as defined by
the Markets in Financial Instruments Directive (MiFID) where this material is issued by APUK or AP Europe. This material is not for use by retail investors and may not be reproduced or distributed without Artisan Partners’ permission.

In the United Kingdom, issued by Artisan Partners UK LLP, 25 St. James’s St., Floor 10, London SW1A 1HA, registered in England and Wales (LLP No. OC351201). Registered office: Phoenix House, Floor 4, Station Hill, Reading Berkshire RG1
1NB. In Ireland, issued by Artisan Partners Europe, Fitzwilliam Hall, Fitzwilliam Pl, Ste. 202, Dublin 2, D02 T292. Registered office: 70 Sir John Rogerson’s Quay, Dublin 2, D02 R296 (Company No. 637966).

Australia: This material is directed at wholesale clients only and is not intended for, or to be relied upon by, private individuals or retail investors. Artisan Partners Australia Pty Ltd is a representative of APLP (ARBN 153 777 292) and APUK
(ARBN 603 522 649). APLP and APUK are respectively regulated under US and UK laws which differ from Australian laws and are exempt from the requirement to hold an Australian financial services license under the Australian Corporations
Act 2001 in respect to financial services provided in Australia.

Canada: This material is distributed in Canada by APLP and/or Artisan Partners Distributors LLC, which conduct activities in Canada under exemptions from the dealer, portfolio manager and investment fund manager registration requirements of
applicable Canadian securities laws. This material does not constitute an offer of services in circumstances where such exemptions are not available. APLP advisory services are available only to investors that qualify as “permitted clients” under
applicable Canadian securities laws.

© 2025 Artisan Partners. All rights reserved.
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