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current levels, given favorable business trends, continued
positive momentum on strategic initiatives and active
expense/capital management programs.

Markets worldwide continued their upward trajectory in
the second quarter. Record levels of fiscal support, pent-up
consumer demand and rising COVID-19 vaccination rates
continue to fuel the global economic recovery. As the reopening progresses, implications for inflation and the
timing of rate hikes has ignited investor anxiety. While we
expect volatility to elevate, we view such jitters as shortterm noise within the context of our long-term investment
horizon. Against this backdrop, the Ariel Focused Value
Composite delivered +3.18% gross of fees (+3.02% net
of fees) in the quarter, underperforming both the Russell
1000 Value Index and S&P 500 returns of +5.21% and
+8.55%, respectively.

In addition, Global leader in enterprise software, Oracle
Corporation (ORCL) outperformed in the period and delivered a
robust earnings beat. ORCL currently holds the top two market
share spots for cloud ERP businesses and management is
optimistic about the Oracle Database business, whose latest
version has been upgraded to include a new ultra-highperformance parallel processing query engine called HeatWave.
As a result, industry analysts are seeing a 10x increase in
Oracle Cloud Infrastructure customer inquiries. In our view, this
bodes well for the future of ORCL’s cloud business.

Several stocks in the portfolio had strong returns in the
quarter. Oil and natural gas explorer APA Corporation
(APA) was the top contributor in the quarter. APA
capitalized on surging natural gas prices during winter
storm Uri to generate strong free cash flow and improve its
balance sheet by reducing net debt in the period. The
company also performed well relative to oil production
expectations, demonstrating solid cost discipline and
delivering high safety performance standards despite
challenging weather. Looking ahead, APA discovered a
pair of successful oil wells in Egypt with solid reservoir
properties. Meanwhile the company is working its way
through the parliamentary process to modernize their
production sharing contract in the region. If APA is
successful, we believe it will increase APA’s
competitiveness in Egypt and further enhance long-term
shareholder value.

Alternatively, several positions weighed on performance.
Leading provider of specialty industrial services, Team, Inc.
(TISI) delivered disappointing earnings results in the quarter.
Winter storms across the Midwest and Gulf Coast, as well as
COVID-19 related operational disruptions in international
markets weighed on shares. Although the company struggled
to stabilize and grow revenue in the period, TISI delivered
disciplined cost reduction actions. Moreover, management
stated activity levels for client operations improved significantly
in March and April with the momentum continuing into May.
As patient, long-term investors, we view the risk/reward at
current levels to be extremely favorable with TISI trading 64%
below our estimate of private market value.
Global leader in money transfer services Western Union
Company (WU) also underperformed in the period. We believe
this price action runs counter to the company’s solid business
fundamentals. WU delivered quarterly earnings results in-line
with consensus expectations and returned capital back to
shareholders through dividends and share repurchases. The
company also continues to highlight the strength of digital
money transfers and is laser focused on being a leader in crossborder financial transactions. As the economic recovery
continues globally, we believe WU’s risk/reward is skewed to
the upside.

Global investment bank, Goldman Sachs Group, Inc. (GS)
was a top performer in the period. Broad based strength
across each of GS’s four major business lines drove a
substantial earnings beat, highlighted by record quarterly
net revenues, record quarterly diluted earnings-per-share
and the highest quarterly return on equity since 2009. The
firm also returned capital to shareholders through share
repurchases and dividends. Looking ahead, we view the
near and long-term outlook for Goldman as attractive at
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Lastly, shares of Walgreens Boots Alliance, Inc. (WBA)
began trading lower in the quarter on news of Amazon
offering six-month prescriptions at discounted prices and
reports that it may launch physical pharmacy stores. Short
sellers are also casting doubts on Chief Executive Officer,
Rosalind Brewer, as the company has yet to provide an
updated strategic plan. We view these headlines and
uncertainties as noise in the context of our long-term
investment horizon. Under the new CEO’s leadership, WBA
delivered a robust earnings beat and has begun to
demonstrate positive operating trends in its core business.
As investors remain on the sidelines, we look to WBA’s
robust free cash flow generation and 4.8% dividend yield
to cushion further downside. With shares trading at a 36%
discount to our estimate of private market value, we
believe the risk/reward to be skewed sharply to the upside.
Also in the quarter, we re-initiated a position in former
holding, Barrick Gold Corporation (GOLD). The company is
the world’s largest producer of gold and copper, as well as
owns a controlling interest in many high-quality mines that
allow it to generate strong cash flow. GOLD’s scale enables
it to capitalize on price, while also upgrading mining
operations to improve efficiencies. Furthermore,
management prioritizes capital returns to shareholders and
we like that GOLD offers an annual dividend yield of 3.5%
in this low rate environment. We did not exit any holdings
in the period.
Effective vaccines, easy money policies, improving
consumer confidence and positive corporate earnings
growth expectations have the economy on track for a
prolonged rebound in the second half of 2021. While we
acknowledge valuations are getting frothy, investor
sentiment has not yet reached euphoric levels. Meanwhile,
it is in times like these where an active investment
manager proves its merit by ignoring market enthusiasm
and searching instead for quality companies with
dominant franchises, capable management teams and
robust balance sheets whose inevitable weakness are
reflected in its price per share. Given our “slow and steady”
approach, we remain confident in our current positioning,
especially with our portfolios trading at a discount relative
to the indices. We strongly believe the dedicated patient
investor that stays the course and consistently owns
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differentiated businesses at reasonable prices will deliver
superior returns over the long run.
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. The portfolio is often concentrated in fewer sectors
than its benchmarks, and its performance may suffer if these
sectors underperform the overall stock market.
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 06/30/21 the performance (net of fees) for the Ariel
Focused Value Composite for the 1-, 3-, and 5-year periods
was +53.60%, +11.56%, and +13.36%, respectively. For
the period ended 06/30/21 the performance for the Russell
1000 Value Index and the S&P 500 Index for the 1-, 3-, and 5year periods was +43.68%, +12.42%, and +11.87%, and
+40.79%, +18.67%, and +17.65%, respectively. Net
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.
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 06/30/21 APA Corporation constituted 4.16% of the Ariel
Focused Value Composite (representative portfolio); Goldman
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Sachs Group, Inc. 5.22%; Oracle Corporation 5.14%;
Team, Inc. 0.93%; Western Union Company 3.60%;
Walgreens Boots Alliance, Inc. 4.56% and Barrick Gold
Corporation 2.72%. The Portfolio holdings are subject to
change. The performance of any single portfolio holding is
no indication of the performance of other portfolio
holdings of the Ariel Focused Value Composite.
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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