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Thoughts on recent market volatility and portfolio positioning
A discussion with Artisan Partners Growth Team

Escalating COVID-19 concerns and Saudi Arabia’s decision to cut oil prices and boost production have prompted a sharp selloff
in global equity markets in recent weeks. The Artisan Partners Growth Team is monitoring both situations closely and believe
the biggest relative performance risk from here is massive volatility. While there will likely be large up days for battered sectors,
the fund manager expects a drift lower on balance until the true extent of the COVID-19 impact can be discounted into stock
prices.
The fund manager’s lack of direct exposure to the energy sector leaves its portfolios relatively well-positioned against the
risk of a pricing war among the world’s largest oil producers. Energy exposure was eliminated in 2019 and the team have
since sought to build positions in renewable energy companies—most of which are utilities—with more attractive profit-cycle
opportunities. Wind and solar economics have improved meaningfully over the last decade given technology improvements
and capital-cost declines, and it is cheaper to add an incremental megawatt of electrical capacity via wind and solar today
than it is via nuclear, coal and natural gas—notably, without government subsidies. This trend is in the early stages, and it is
expected this pricing gap to widen over time, with these holdings—which have on average held up better than other holdings
and broader benchmarks in recent weeks—well-positioned, in the team’s view, to benefit from accelerating profit cycles.
Turning to COVID-19, the team believe the illness will be disruptive to supply chains and demand across the global economy in
the short term—pressuring corporate profits for at least the first and second quarters of 2020. If the virus returns during the
fall flu season, there could also be after-effects beyond the first half. While the impact’s magnitude is impossible to predict, it is
believed any spending decisions that can be delayed will be delayed and there will be job loss, particularly in the airline, hotel
and rental-car sectors—all sectors with below-benchmark exposure today and which
the team have historically shied away from given their cyclical nature and tendency to be driven by external factors.
Furthermore, any companies with a field sales force will struggle in the short-term since people are staying off airplanes. That
said, it is believed that as in past public health emergencies (such as SARS in 2003 and H1N1 in 2009), this disruption will prove
temporary.
The team is satisfied with the portfolios’ overall quality, and have been encouraged by its relative resilience since the sell-off
started in the second half of February. This can be attributed to a few factors: the focus on high-quality franchises with strong
balance sheets and the below-benchmark exposure to some of the hardest-hit areas of the economy (travel, commodities,
China, energy, financials).
Consistent with what was stated in various other periods of market volatility and how the team seeks to differentiate itself as
active managers, the team has become significantly more active over the past month amid the heightened market volatility.
The team has been drawing down cash positions, which had been elevated in recent quarters, and deploying capital into highconviction holdings at opportunistic price points relative to growth expectations over the next two to three years. Furthermore,
there have been no material changes to long-term earnings expectations or private market valuations for businesses in
portfolios, and the team remain laser-focused on its investment process—putting capital behind strong franchises with visible
profit-cycle drivers and healthy balance sheets and following trends that are more secular than cyclical in nature. With history
as a guide, this market correction will likely be an opportunity for the kind of resilient franchise growth companies sought by
the team.

Investment Partner Perspective | Artisan Partners — Distributed by Copia

1

Investment Partner Perspective | Artisan Partners — Distributed by Copia

2

1800 442 129
clientservices@copiapartners.com.au
www.copiapartners.com.au
DISCLAIMER This information has been prepared by Copia Investment Partners Limited (AFSL 229316, ABN 22 092 872 056) the issuer, distributor and responsible entity of the
Artisan Global Discovery Fund. This document provides information to help investors and their advisers assess the merits of investing in financial products. We strongly advise
investors and their advisers to read information memoranda and product disclosure statements carefully and seek advice from qualified professionals where necessary. The
information on this document does not constitute personal advice and does not take into account your personal objectives, financial situation or needs. It is therefore important
that if you are considering investing in any financial products and services referred to on this document, you determine whether the relevant investment is suitable for your
objectives, financial situation or needs. You should also consider seeking independent advice, particularly on taxation, retirement planning and investment risk tolerance from a
suitably qualified professional before making an investment decision. Neither Copia Investment Partners Limited, nor any of our associates, guarantee or underwrite the success
of any investments, the achievement of investment objectives, the payment of particular rates of return on investments or the repayment of capital. Copia Investment Partners
Limited publishes information on the document that is, to the best of its knowledge, current at the time and Copia is not liable for any direct or indirect losses attributable to
omissions from the document, information being out of date, inaccurate, incomplete or deficient in any other way. Investors and their advisers should make their own enquiries
before making investment decisions. © 2020 Copia Investment Partners Ltd.
The Artisan Global Discovery Fund invests all or substantially all of its assets in Artisan Global Discovery Fund (Fund), a sub-fund of Artisan Partners Global Funds plc. Artisan
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Artisan Partners) are not affiliated with Copia Investment Partners. Artisan Partners does not take any responsibility for the accuracy or completeness of the contents of these
materials, any representations made herein, or the performance of the Artisan Global Discovery Fund offered by Copia Investment Partners. Artisan Partners disclaims any liability
for any direct, indirect, consequential or other losses or damages, including loss of profits, incurred by you or by any third party that may arise from any reliance on these materials.
Artisan Partners is not responsible for, nor involved in, the marketing, distribution or sales of shares or interests in the Artisan Global Discovery Fund and is not responsible for
compliance with any marketing or promotion laws, rules or regulations; and no third party, other than Copia Investment Partners, is authorised to make any statement about any
of Artisan Partners’ products or services in connection with any such marketing, distribution or sales. Past performance by any other funds or accounts advised by Artisan Partners,
including the Fund into which the Artisan Global Discovery Fund invests, is not indicative of any future performance by the Artisan Global Discovery Fund. © 2020 Artisan Partners.
All rights reserved.

