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Mixed economic data, escalating trade tensions, political
turmoil and rising concerns related to a broad slowdown in
the global economy continue to weigh on sentiment across
markets. It was a quarter that saw the Fed cut interest
rates twice and one in which the yield curve inverted for
the first time in over a decade, signaling to some that a
recession is imminent. Large cap issues outperformed their
small cap brethren and U.S. equity markets turned
decidedly defensive, as Utilities, Real Estate and Consumer
Staples led the pack. Meanwhile, international equities
struggled, as a strong U.S. dollar, uncertainties
surrounding Brexit and cooling economic momentum
pressured earnings growth abroad. For the quarter, the
Ariel Focused Value Composite fell -0.47% gross of fees
(-0.64% net of fees), lagging the Russell 1000 Value Index
and the S&P 500 Index which returned +1.36% and
+1.70%, respectively.

a partnership, effective July 1, 2019 and broader investor
appeal also benefitted shares in the period.
Furthermore, shares of leading designer and manufacturer in
the orthopedic marketplace, Zimmer Biomet Holdings, Inc.
(ZBH) traded +16.80% higher in the quarter. Performance was
driven by strong earnings results and positive feedback on the
company’s robust pipeline of customer-centric solutions,
including the ROSA robotics platform, mymobility, and ZBH’s
flagship Persona knee system. In our view, recently launched
and upcoming products will enable the company to further
accelerate revenue growth, drive margin expansion and
increase free cash flow. We believe ZBH is poised to regain its
momentum in the musculoskeletal marketplace and benefit as
global healthcare utilization expands.
Alternatively, several positions weighed on performance.
Leading entertainment company, CBS Corporation (CBS)
declined -18.77% following the announcement of an all-stock
merger with Viacom, Inc. (VIAB). While management provided
cost synergies and outlined the benefits of scale in a
consolidating media ecosystem, future revenue synergies and
timeline for their achievement remain unclear. Meanwhile,
investors question whether the combined company’s content
spend target is enough to take on competitors within the
streaming landscape. We believe the margin of safety at current
trading levels is more than sufficient and expect the combined
company to possess a portfolio of powerful consumer brands,
as well as be a broadcast and cable leader in key markets
around the world. Aside from the aforementioned synergies,
we suggest the new entity will have an attractive growth
outlook, with increased financial scale and substantial free cash
flow to enable investment in programming and innovation, as
well as support the company’s commitment to maintaining its
modest dividend.

Several stocks in the portfolio delivered strong returns in
the period. Global leader in money transfer services
Western Union Co. (WU) advanced +17.49%. Scale and
brand advantages have driven total transactions and
constant currency revenue growth in an expanding global
market for cross-border remittances. In addition, at a recent
investor day, management outlined a solid three year
growth trajectory, highlighted by revenue expansion,
substantial cost savings, double-digit annual EPS
improvement and a return of capital to shareholders. WU
also announced initiatives to modernize payment flows
and open up its platform to partners through a white label
program, such as Amazon Paycode. Given current trends
and management’s bullish outlook, we continue to believe
the company remains well positioned from a risk/reward
standpoint.
Another contributor was alternative asset manager, The
Blackstone Group, Inc. (BX) which jumped +11.02% on
strong earnings results, highlighted by new capital inflows
from limited partners, record assets under management
and solid investment performance. Positive investor
reception related to BX’s conversion to a corporation from

In addition, producer and marketer of crop nutrients Mosaic Co.
(MOS) decreased -17.87% following an earnings miss, as
phosphate markets disappointed due to the impact of wet
weather in the Midwest on spring fertilizer sales volumes and
margins. Moving forward, price increases in grains and
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depleted soil nutrients in North America are expected to
drive fertilizer applications higher in the fall; the company
expects a more balanced global supply-and-demand
picture to emerge by 2020. Given these trends and
management’s bullish outlook, we continue to believe the
company remains well positioned from a risk/reward
standpoint.

Investing in equity stocks is risky and subject to the volatility of
the markets. Investing in small- and mid-cap companies is more
risky and volatile than investing in large cap companies. The
intrinsic value of the stocks in which the portfolio invests may
never be recognized by the broader market. A focused portfolio
may be subject to greater volatility than a more diversified
investment.

Finally, leading global supplier of solutions for combustion,
hybrid and electric vehicles, BorgWarner, Inc. (BWA)
dropped -12.17% on lowered full-year guidance
expectations. This revision was driven by weaker supplychain cost performance stemming from supplier
bankruptcies in Europe, foreign exchange headwinds,
enacted tariffs as well as the divestiture of a product line.
In response, management announced an aggressive
restructuring initiative, whose benefit is expected to be
realized at the end of 2020. In our view, BWA’s scale,
trusted brand, diverse customer base, innovative
combustion technology and propulsion portfolio position
the company to grow intrinsic value throughout the
evolution of the broader market cycle.

Past performance does not guarantee future results.
Performance results are net of transaction costs and reflect the
reinvestment of dividends and other earnings. For the period
ended 09/30/19, the performance (net of fees) for the Ariel
Focused Value Composite for the 1-, 3-, and 5-year periods
was -6.23%, +7.97%, and +4.67%, respectively. For the
period ended 09/30/19, the performance of the Russell 1000
Value Index and the S&P 500 Index for the 1-, 3-, and 5-year
periods was +4.00%, +9.43%, and +7.79% and +4.25%,
+13.39%, and +10.84%, respectively. Performance of the
Ariel Focused Value Composite has been reduced by the
amount of the highest fee charged to any client in the
Composite during the performance period. Actual fees may vary
depending on, among other things, the applicable fee schedule
and portfolio size. A complete fee schedule is available upon
request and may also be found in Ariel Investments LLC’s Form
ADV, Part 2. Returns are expressed in U.S. dollars. Current
performance may be lower or higher than the performance data
quoted. The Ariel Focused Value Composite differs from its
benchmark with dramatically fewer holdings concentrated in
fewer sectors.

Also in the quarter, we initiated positions in serviceoriented bank holding company, BOK Financial Corporation
(BOKF) and toy manufacturer Mattel, Inc. (MAT) as both
were trading at attractive valuations. We exited our
position in waste management provider, Stericycle, Inc.
(SRCL) to pursue more compelling opportunities.
We remain cautiously optimistic that slowing yet steady
U.S. economic and corporate earnings growth will
continue to generate positive returns for quality companies
with strong balance sheets in this late-cycle environment.
That said, short-term corrections and market volatility are
expected in the near-term—be it from profit taking,
corporate earnings swings, elevated corporate debt
leverage, trade policy or geopolitical factors. And while
meaningful to current market sentiment and conversation,
we view these uncertainties and risks as short-term noise
within the context of our long-term investment horizon.

This commentary candidly discusses a number of individual
companies. These opinions are current as of the date of this
commentary but are subject to change. The information
provided in this commentary does not provide information
reasonably sufficient upon which to base an investment
decision and should not be considered a recommendation to
purchase or sell any particular security.
As of 09/30/19 The Western Union Co. constituted 5.07% of
the Ariel Focused Value Composite (representative portfolio);
The Blackstone Group, Inc. 2.89%; Zimmer Biomet Holdings,
Inc. 4.87%; CBS Corporation 3.91%; Viacom, Inc. 2.12%;
Mosaic Co. 3.10%; and BorgWarner 3.85%; BOK Financial
Corporation 2.25%; and Mattel, Inc. 1.64%. The Portfolio
holdings are subject to change. The performance of any single
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portfolio holding is no indication of the performance of
other portfolio holdings of the Ariel Focused Value
Composite.
Attempting to purchase with a margin of safety on price
cannot protect investors from the volatility associated with
stocks, incorrect assumptions or estimations on our part,
declining fundamentals or external forces.
Index returns reflect the reinvestment of income and other
earnings. Indexes are unmanaged, and investors cannot
invest directly in an index. The Russell 1000® Value Index
measures the performance of the large-cap value segment
(companies with lower price-to-book ratios and lower
expected growth values) of the U.S. equity universe. Frank
Russell Company (“Russell”) is the source and owner of the
trademarks, service marks and copyrights related to the
Russell Indexes. Russell® is a trademark of Frank Russell
Company. Neither Russell nor its licensors accept any
liability for any errors or omissions in the Russell Indexes or
underlying data and no party may rely on any Russell
Indexes and/or underlying data contained in this
communication. No further distribution of Russell data is
permitted without Russell’s express written consent.
Russell does not promote, sponsor or endorse the content
of this communication. The S&P 500® Index is the most
widely accepted barometer of large cap U.S. equities. It
includes 500 leading companies.
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