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Ariel Focus

Governance and Management

Stewardship Grade:

Portfolio Manager(s)

Charles Bobrinskoy is the director of research at Ariel and has run
this fund since its mid-2005 inception. He joined Ariel in 2004.
Comanager Tim Fidler, with Ariel since 1999, has also steered this
offering since its inception.

Strategy

This is the most concentrated fund offered by Ariel Investments,
holding about 20 names and keeping close to 60% of its assets in
its top 10 names. Unlike Ariel's other funds, comanagers Charles
Bobrinskoy and Tim Fidler focus on large-cap stocks here. All Ariel
funds share the same research and strategy, targeting firms with
sustainable competitive advantages and strong returns on capital
trading at discounts to intrinsic value.

Performance 05-31-10

IstQtr  2nd Qtr 3rd Qtr 4th Qtr Total

2006 1.34 -2.37 3.69 8.76 11.58
2007 -1.04 6.54 -2.29 -5.40 -2.54
2008 -5.01 -3.74 299 -2682  -35.09
2009 -1528  22.87 19.43 7.34 33.46
2010 5.43 — — — —
Trailing Total +/-  +/-Russ  %Rank Growth of
Retun%  S&P 500 1000 VI Cat  $10,000

3 Mo -3.62 -2.73 -3.90 94 9,638
6 Mo -2.32 -2.72 -4.64 92 9,768
1Yr 24.10 311 112 14 12,410
3YrAvg -8.53 0.16 2.79 23 7,653
5YrAyg — — — — —
10YrAyg — —_ — — —
15YrAyg — — — — —
Tax Analysis Tax-AdjRtn%  %Rank Cat Tax-Cost Rat %Rank Cat
3Yr (estimated) -8.91 15 0.41 5
5Yr (estimated) — — — —
10 Yr (estimated) — — — —

Potential Capital Gain Exposure: -11% of assets
Morningstar's Take by Michael Breen 03-09-10

Ariel Focus succeeds by patiently taking what the
market gives.

It's hardly a binge, but this fund bought four new
names in 2009's final quarter while jettisoning an
equal number of positions. That level of trading is a
blip on the radar of most funds, but this one holds
just 23 stocks, and its turnover rate rarely tops
30%--half the category average. So, swapping out a
quarter of its names is news.

Managers Charlie Bobrinskoy and Tim Fidler have
simply been reaping what they sowed. In the
darkest days of the recession in late 2008 and early
2009, they were in the minority buying and standing
by such economically sensitive fare as toolmaker
Illinois Tool Works, online auctioneer eBay, and
jeweler Tiffany. They also bought one troubled
financial, American Express. They thought all four's
shares had been pummeled disproportionately to
the size of their challenges, and they were right. The
stocks all rebounded sharply, and the duo just sold
them, harvesting big gains.
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Rating and Risk

Time Load-Adj  Momingstar ~ Momingstar ~ Morningstar
Period  Return % Rtn vs Cat Riskvs Cat  Risk-Adj Rating
1Yr 24.10
3Yr -8.53 +Avg +Avg  Kokok
5Yr — — — —
10 Yr — — —_ —
Incept ~ -0.86
Other Measures Standard Index Best Fit Index
S&P 500 Mstar Mid Value
Alpha 17 -25
Beta 1.10 0.85
R-Squared 91 93
Standard Deviation 23.70
Mean -8.53
Sharpe Ratio -0.32

But cash remains near zero because the
managers are finding opportunities. Bobrinskoy
says quality stocks--dominant franchises with
predictable businesses and strong finances--were
cheap in late 2009, so the managers swapped into
them. They added Bank of New York Mellon, the
leading back-office services provider to the financial
industry. Bobrinskoy says the slow-and-steady
firm's shares got left behind in last year's rally, but
it's well positioned. He says it has a superior
balance sheet and is set to ramp up earnings as the
yield curve becomes more favorable. They also
bought medical-equipment maker Baxter, benefits
consultant Hewitt, and defense supplier Lockheed
Martin. Fidler says all are leaders in their respective
fields yet trade at discounts to lesser rivals.

This fund's managers have proved that they can
adapt to changing environments. The fund is among
a tiny group that outperformed in 2008's downdraft
and the subsequent year's rally.

Address: 200 East Randolph Drive
Chicago, IL 60601
800-292-7435
Web Address: www.arielinvestments.com
Inception: 06-30-05
Advisor: Avriel Investments, LLC
Subadvisor: None
NTF Plans: Fidelity Retail-NTF, Schwab OneSource

Minimum Purchase: ~ $1000 Add: $100  IRA: $250
Min Auto Inv Plan: $0 Add: $100

Sales Fees: No-load,

Management Fee: 0.75% mx./0.65% mn.

Actual Fees: Mgt:0.75%  Dist:0.25%

Expense Projections:  3Yr:$463 5Yr:$891  10Yr:$2084
Income Distribution: ~ Annually
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Portfolio Analysis  03-31-10

Share change since 12-09 Total Stocks:23  Sector PE_TotRet% % Assets
© Johnson & Johnson Health 123 -7.89 5.58
@ Omnicom Group, Inc. Media 14.9 9.48 5.22
© Accenture PLC Business 18.8 6.06 4.99
Tyco International, Ltd. Ind Mtrls 16.2 9.34 483

® Apollo Group, Inc. A~ Business 132 523 479
© Aflac, Inc. Financial 133 10.79 4.79
@ International Business M Hardware 122 -1.03 4.67
Dell, Inc. Hardware 183 1281 4.55
@ Morgan Stanley Financial 11.0 243 4.54
__ Walt Disney Company  Media 175 1423 443
@ Bank of New York Mellon Financial — 21 439
ExxonMobil Corporation Energy 137 0.00 4.30

@ Hewitt Associates, Inc. Business 138 -3.01 4.22
Merck & Co Inc Health 72  -6.76 4.09

. Lockheed Martin Corporat IndMtrls 106 1350 409
Hess Corporation Energy 13.0 521 3.93
Carnival Corporation Consumer 17.1  14.96 3.89
Covidien, Ltd. Health 182 -10.73 3.87
3 Interpublic Group of Com Media 344 2073 3.72
J.P. Morgan Chase & Co. Financial 122 -4.78 3.27
Current Investment Style Sector % of Rel 3 Year
Value Bind Growth Market Cap oy Weightings  Stocks S&P 500 High Low
§ Oant 333 4o 2328 099

£ kj‘rge ig? @ Software 0.00 000 6 0

g : ' oo [ Hardware 950 085 13 8

- M“ﬁa : Media 1378 496 14 7

Micro 00 ] Telecom 000 000 0 0

Avg $mil )

38413 e Sevice 5580 139
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Health 1691 154 18 10
Value Measures Rel Category Consumer 4.01 043 14 3
Pr?ce/Earnings 13.76 0.98 Business 14.44 407 14 6
Price/Book 2.08 127 B Financial 2044 1.26 26 18
Price/Sales 1.29 1.72
Price/Cash Flow ~ 4.12 0ge &1 Mfg 2092 057
Dividend Yield % 1.84 048 & Goods 324 029 7 3
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Bl ndMtls 919 083 16 9
Growth Measures % Rel Category Y Energy 849 079 9 0
Long-Term Emgs ~ 8.61 0.93 K Utilites 000 000 0 0
Book Value 4.88 4.65
Sales 2240 NME Composition - Net
Cash Flow -4.84 NMF ® Cash 30
Historical Emgs ~ -3.18 NMF ® stocks  97.0

Bonds 0.0
Profitability % Rel Category ~ Other 0.0
Return on Equity  22.52 181 Foreign 3.2
Return on Assets  6.45 1.49 (% of Stock)
Net Margin 7.53 114
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