“Taking a contrarian stance means that one must have a good reason for holding a differing point of view – one based on research,
not gut. And one must have the courage and patience to stick with the decision, even in times of maximum pain.” – John W.
Rogers, Jr.

One stock that illustrates this circumstance is toy manufacturer Mattel, Inc. (MAT). When we initiated our current position in Mattel
back in 2015, shares had fallen ~53% from the December 2013 peak. The company was suffering from its second consecutive
year of lower than expected holiday demand, driving many to question the relevance of its core brands. Mattel also lost the license
for The Walt Disney Company’s Princess Line to competitor Hasbro, Inc. (HAS), and investors were concerned that a dividend cut
was imminent. To us, the softness the company was experiencing was not a new phenomenon and could be rectified through
innovation and marketing. In fact, MAT’s iconic brands Barbie, Fisher-Price and Hot Wheels have been around over 50 years – a
testament to the company’s ability to deliver products on trend and expand internationally. MAT also recently demonstrated
success creating new content with Monster High which exceeded $1 billion in sales in just three years. At the time, we believed the
market was underappreciating Mattel’s portfolio of solid brands and the company’s capacity to cultivate and further monetize
properties in markets with favorable demographic trends.
Over the next 20 months, things went quite well for us. A new management team, led by Chief Executive Officer Christopher
Sinclair, appeared to stabilize and set the business on an upward trajectory. The company refocused its product and branding
strategies, delivered a new roll out for Barbie that placed a spotlight on diversity and empowerment, and bolstered licensing
partnerships for valuable movie and television properties. During this time, MAT shares rebounded ~42%.
On January 17, 2017 Mattel appointed Margaret Georgiadis to succeed Mr. Sinclair and lead the Company into the future.
However, just 8 days later, the outgoing CEO reported a surprising decline in sales for the critical fourth quarter period, supposedly
driven by a change in consumer buying habits which resulted in a significant U.S. toy category slowdown over the 2016 holiday
season. A string of disappointing earnings results followed, causing the company to suspend its dividend. Broad-based weakness
across the entire toy industry deflated Mattel’s valuation, and cast a shadow over its outlook. Toys “R” Us declared bankruptcy and
became another headwind for shares. Not surprisingly, investors ran for the hills. By the time 2017 ended, shares were trading
42% lower.
The worst was yet to come. In March of 2018, Toys “R” Us (“TRU”) announced that they would be liquidating all store locations
and going out of business. As a result, Moody’s downgraded Mattel’s debt rating on the belief that the liquidation of TRU would
disrupt toy sales. While the new rating was in line with our own proprietary debt rating, we started our research all over again
from scratch, as if we never owned the company. To that end, we undertook a massive effort to understand the impact TRU would
have on Mattel’s financials and determined it is unlikely that the liquidation would have much effect on the overall growth of the
toy industry in the long-term. At year-end 2017, TRU represented ~8% of MAT’s total revenues. Ultimately, we anticipate sales
from other retailers and online pure plays to increase over time, making up most of the gap. Additionally, we do not expect a
meaningful impact from a financial standpoint. According to Form 10-Q filed on April 26, 2018, MAT took a -$0.25 charge to
earnings per share related to an estimate of uncollectible receivables from Toys “R” Us. Furthermore, we had dozens and dozens of
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conversations with people inside and outside of the company to understand Mattel’s liquidity needs if the company has a weak
2018 holiday season. In the meantime, Mattel took proactive measures to update their capital structure and replaced their
unsecured revolving credit facility with an asset-based lending facility. Mattel also raised $1 billion of debt to cover the repayment
of $250M that was due in March 2018. That said, the company does have $500M of debt due in May 2019. Currently, MAT has
~$527M of cash on the balance sheet as well as an untapped $1.6B asset backed liability (ABL) facility. We believe the company
will likely utilize the ABL facility to fund working capital needs and access the high yield debt markets to help refinance the
upcoming long-term debt maturity. Management views an equity raise as the last resort and told Wall Street the company has
adequate flexibility in the near-term.
By employing thorough and disciplined research, we sharpened our focus and attempted to look beyond the chaos of the moment.
The toy maker announced a compelling turn-around plan to improve the competitiveness of its core brands, stabilize revenues,
reduce costs and ultimately increase profitability. While we acknowledge traditional toys are increasingly facing competition from
digital media, we do not believe the business is going away anytime soon. Additionally, Chief Executive Officer Margo Georgiadis
stepped down to pursue a new opportunity and Mattel’s board installed new leadership across the C Suite including the newly
appointed CEO, Ynon Kreiz, who has over 20 years of experience in the media and entertainment industry, as well as Chief Financial
Officer, Joe Euteneuer, who is known as a transformation and turn-around specialist. The company also brought back several key
Mattel veterans to lead specific brands, including Fisher-Price. The board also nominated new directors with extensive toy, finance
and global supply chain management expertise. We like the new team. They do not make excuses for past performance; they
speak candidly with their key stakeholders; and have pledged to get things back on track. Moreover, we believe Mattel has the
right people in place to deliver on its strategic imperatives. That said, change does not happen overnight and we are keeping a
close eye on indicators that would highlight solid or poor execution.
Contrary to popular opinion, we continue to regard Mattel as a market leader in the global toy industry with strong brands, assets
and entertainment inspired toy lines that are demonstrating positive growth at point of sale. While the short-term outlook for the
company remains volatile, the market is not giving MAT any credit for the ~$475M in incremental cost savings the strategic plan
implies. Any signs of execution or traction in the turnaround will likely result in meaningful appreciation of MAT’s stock value. In
the meantime, Mattel remains a prime candidate for acquisition. In fact, Hasbro’s recent purchase of Power Rangers at ~3.5x sales
serves as a compelling data point in illustrating the company’s sum of the parts value. At current levels, shares are trading at a
substantial discount to our estimate of private market value. Although we project modest growth across the toy industry, we expect
Mattel to offer stable and consistent earnings and cash flow over the long term.
Thus, despite overwhelming skepticism, our deep knowledge of the company’s fundamentals and the industry in which it operates
enables us to maintain our conviction on the position amidst the turbulence.
The opinions expressed 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.
Past performance does not guarantee future results. As of 3/31/18, Mattel Inc. constituted 2.40% of Ariel Fund and 2.40% of Ariel
Appreciation Fund. 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 Funds.
Investing in small and mid-cap stocks is more risky and more volatile than investing in large-cap stocks. The intrinsic value of the
stocks in which the Funds invest may never be recognized by the broader market.
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Investors should consider carefully the investment objectives, risks, and charges and expenses before investing. For a current
summary prospectus or full prospectus which contains this and other information about the funds offered by Ariel Investment Trust,
call us at 800-292-7435 or click here. Please read the summary prospectus or full prospectus carefully before investing.
Distributed by Ariel Distributors, LLC, a wholly-owned subsidiary of Ariel Investments, LLC. Ariel Distributors, LLC is a member of the
Securities Investor Protection Corporation.
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