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• Value • Deep value • Global

“Thirty-six years of investing has taught us that
while anything can happen over the short
term, skill shines through over time.”
John W. Rogers, Jr. and Mellody Hobson

“ To succeed in this challenging environment for
value, it will be more important than ever to
anticipate the future.”
Charles K. Bobrinskoy

“ We want to be invested alongside talented
and properly incentivized leadership, and
we look to identify upside potential from
underappreciated opportunities and/or
overlooked assets.”
David M. Maley

“ We remain focused on steering our portfolios
away from undue hazards and towards sound
and sustainable bottom-up opportunities.”
Rupal J. Bhansali

Value

Memorandum
To:

Friends of Ariel Investments

From:

John W. Rogers, Jr., Chairman, CEO and Chief Investment Officer
Mellody Hobson, President

Date:

May 7, 2019

Re:

Ariel Small, Small/Mid and Mid Cap Value 1Q19 Client Letter

ARIEL SMALL CAP VALUE TAX-EXEMPT COMPOSITE PERFORMANCE
As of March 31, 2019
Inception date: September 30, 1983

Annualized
1Q19

1 Year

3 Years

5 Years

10 Years

Since Inception

Gross of Fees

16.77%

0.24%

11.65%

6.52%

17.81%

12.69%

Net of Fees

16.48%

-0.76%

10.54%

5.47%

16.65%

11.57%

Russell 2000® Value Index

11.93%

0.17%

10.86%

5.59%

14.12%

10.51%

Russell 2000® Index

14.58%

2.05%

12.92%

7.05%

15.36%

9.19%

S&P 500® Index

13.65%

9.50%

13.51%

10.91%

15.92%

10.97%

ARIEL SMALL/MID CAP VALUE COMPOSITE PERFORMANCE
As of March 31, 2019
Inception date: December 31, 2000

Annualized
1Q19

1 Year

3 Years

5 Years

10 Years

Since Inception

Gross of Fees

17.69%

1.46%

10.58%

8.81%

19.27%

9.30%

Net of Fees

17.40%

0.46%

9.49%

7.74%

18.09%

8.22%

Russell 2500™ Value Index

13.12%

1.84%

9.85%

6.02%

15.03%

9.01%

Russell 2500™ Index

15.82%

4.48%

12.56%

7.79%

16.23%

8.71%

S&P 500® Index

13.65%

9.50%

13.51%

10.91%

15.92%

6.36%

ARIEL MID CAP VALUE COMPOSITE PERFORMANCE
As of March 31, 2019
Inception date: March 31, 1990

Annualized
1Q19

1 Year

3 Years

5 Years

10 Years

Since Inception

Gross of Fees

15.60%

0.87%

9.33%

6.76%

17.80%

11.57%

Net of Fees

15.31%

-0.13%

8.25%

5.71%

16.63%

10.47%

Russell Midcap® Value Index

14.37%

2.89%

9.50%

7.22%

16.39%

11.40%

Russell Midcap® Index

16.54%

6.47%

11.82%

8.81%

16.88%

11.39%

S&P 500® Index

13.65%

9.50%

13.51%

10.91%

15.91%

9.89%
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In a stunning reversal following an unexpected and dramatic year-end decline, stocks ushered in the new
year with a surprising first quarter rally. With the S&P 500’s +13.65% jolt, The New York Times proclaimed
“. . . the first three months of 2019 were spectacular—the best first quarter in more than 20 years.”1
Against this buoyant backdrop, Ariel’s Small, Small/Mid and Mid Cap strategies performed quite well.
Specifically, for the quarter, the Ariel Small Cap Tax-Exempt Composite earned +16.77% gross of fees
(+16.48% net of fees) compared to +11.93% for the Russell 2000 Value Index and +14.58% for the
Russell 2000 Index. The Ariel Small/Mid Cap Value Composite jumped +17.69% gross of fees (+17.40%
net of fees) versus +13.12% for the Russell 2500 Value Index and +15.82% for the Russell 2500 Index.
Lastly, the Ariel Mid Cap Value Composite rose +15.60% gross of fees (+15.31% net of fees) while the
Russell Midcap Value Index gained +14.37% and the Russell Midcap Index performed slightly better,
earning +16.54%.
Our key performance drivers were consistent across strategies. For example, the Producer Durables, Materials
& Processing and Health Care sectors contributed the most to our small- and mid-cap returns during the
period. Our small/mid cap value strategy was boosted by its Producer Durables, Financial Services and
Materials & Processing holdings. With so many of our names absent from the primary benchmarks—
including success stories like Stericycle, Inc. (SRCL) and Zebra Technologies Corporation (ZBRA)—our strong
stock picking stood out.
At the other end of the spectrum, a bit of cash (3.65%) and a modest decline in our Consumer Discretionary
holdings slightly penalized our small cap portfolios. Consumer Discretionary names also detracted from our
small/mid cap value and mid cap value portfolios with MSG Networks Inc. (MSGN) sitting at the bottom of
the pack in all three strategies as the market waited for Disney to sell its regional sports networks as a
condition to its recent Fox acquisition.
“While not all failures have a happy ending, most happy endings have a failure story.”2
—Jean Case, Be Fearless
At Ariel, our turtle logo serves as our own North Star. With its image ever-present in our offices and the
tagline of Aesop’s famous fable etched in our minds, we play long ball. Not to mention, 36 years of
investing has taught us that while anything can happen over the short term, skill shines through over time.
On that point, even as patience allowed us to benefit from the recent market rebound, we are also reminded
of a very different period 10 years ago. Little did we know back in March 2009, that the market had
bottomed 9 days into the month after having lost over 50% of its value from its 2007 peak. The period
leading up to that remarkable low was a harrowing and humbling time for our company. Our flagship small
and small/mid cap value strategies significantly underperformed our benchmarks and peers. For a firm
known to say “math has no opinion,” the numbers were clearly telling us that we should have done better.
In the book, The Way of the Warrior, Erwin McManus writes, “If it was your fault, if it’s your failure, you have
the power to change the result. If it wasn’t your fault, you have no relationship to the failure, you are
powerless to change both the outcome and the possibilities for success.”3

Sommer, Jeff. “For Stocks, the Good Times Came Back. But for How Long?” The New York Times. April 12, 2019.
Case, Jean. Be Fearless. Pg. 89. Simon & Schuster. 2019.
3
McManus, Erwin Raphael. The Way of the Warrior. Pg. 116. Crown Publishing Group. 2005.
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Considering the financial collapse at the time, some may have been sympathetic if we blamed our
shortcomings on the harsh investment atmosphere. Instead, in the June 30, 2008 issue of The Patient
Investor we wrote, “Difficult environment or not, make no mistake, we are disappointed in [our] results.”
Beyond our client communications, we did not reassure each other with excuses. We found the fine line
between accountability and blame; each of us took 100% responsibility for our outcomes. And while
owning our missteps and being forthright about the treacherous conditions, we also expressed great
optimism for the future, “. . . encouraged by the bevy of newfound bargains coming to fore.”4
Humbled, but not defeated, our convictions ran high. In our March 31, 2009 client letter we declared, “. . .
it is the big decisions in periods of maximum optimism or pessimism (like now) where a money manager
really earns their track record.”5 We outlined some bold moves while underscoring that “these decisions will
not necessarily play out over any one day, one month or even one year. Many of them will be multi-year
Ariel performance stories.” To that point, we discussed our plans to double and triple down on our cheapest
names. We called out our investments in “. . .‘aspirational’ names ranging from Nordstrom’s (JWN) to
Tiffany’s (TIF) to Sotheby’s (BID),” asserting they were, “. . . best in class but absurdly cheap and highly
controversial buys in the midst of a recession.” From there we proclaimed our willingness “. . . to put a stake
in the ground in real estate. Although misunderstood and unloved, Jones Lang LaSalle (JLL) and CB Richard
Ellis (CBRE) are good stocks in bad neighborhoods.” Finally, we explained, “. . . we still have a position in
media—albeit much smaller and more diversified than before. Just because we made a mistake with
newspapers does not mean we cannot independently assess other high quality media properties.”
With a full decade as hindsight, the merits of our patient approach become much more apparent than
anything that can be gleaned over a short-term period. From the March 9, 2009 lows to today, or our prior
sale of the security, most of our “big decisions”—the same stocks that we called out in our March 31, 2009
client letter and show below—rewarded our investors when compared to the broad market as measured by
the S&P 500 which rose +255%.

4
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Rogers, John and Hobson, Mellody. “The Tortoise and the Bear.” The Patient Investor. June 30, 2008.
Rogers, John and Hobson, Mellody. “Thinking Big.” The Patient Investor. March 31, 2009.
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Retailers

Fund

Holding Period

Cumulative Return

Nordstrom’s
Ariel Fund
Appreciation Fund

03/31/09-04/01/14
03/31/09-03/31/19

+317%
+261%

Ariel Fund
Appreciation Fund

03/31/09-10/14/11
03/31/09-03/31/19

+250%
+874%

Ariel Fund
Appreciation Fund

03/31/09-07/19/18
03/31/09-11/13/15

+616%
+276%

Tiffany’s

Sotheby’s

Real Estate
JLL (formerly Jones Lang LaSalle)
Ariel Fund
Appreciation Fund
CBRE (formerly CB Richard Ellis)
Ariel Fund
Appreciation Fund

03/31/09-03/31/19
03/31/09-03/31/19

+594%
+594%

03/31/09-03/31/19
03/31/09-03/31/19

+1,127%
+1,127%

03/31/09-03/31/19
03/31/09-10/31/18

+1,518%
+1,211%

03/31/09-04/15/11
03/31/09-03/31/19

+553%
+1,303%

Media
TEGNA (formerly Gannett)6
Ariel Fund
Appreciation Fund
CBS
Ariel Fund
Appreciation Fund
The Bigger Picture
Although we have always been bottom-up stock pickers who pay little attention to macro-economic
prognostications, in the panic-stricken environment of 2009, we felt compelled to speak out against the
prevailing doom and gloom. As such, in our December 31, 2009 letter we expressed our views about the
broader economy.
. . . [W]e have a very different view of the decade ahead. In short, there is nothing new about the normal
we are anticipating. By contrast, we believe this time is not different and the recovery will play out in much
June 29, 2015—Gannett changes name to TEGNA after completing spin-off of publishing business. The spin-off is called GCI. May
31, 2017 -- TEGNA completes spin-off of Cars.com.
6
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the same way as it has in times past. This means people will save a rational amount—somewhere closer to
the historic norms in the mid-to-high single digits as opposed to the anemic near-zero savings rates that
were an anomaly in the 2000’s. They will spend, but not like the high-octane spending that took place in
the peak consumption years of the last decade.
To us, normal will be a resumption of reasonable borrowing and lending (the kind with documentation!)
Normal will mean economic growth will head back to its 3.5% long-term trend line which has already
begun. We expect to see job growth at some point very late in the recovery—which is when it normally
happens. And unlike those concerned the U.S. economy will be impaled by the sharply rising growth of the
emerging economies, we see China and India’s growth as a key ingredient of a bigger world pie.7
So where did we land? The current savings rate is 6.5%, which is slightly above the 5.7% long-term
average. Spending is robust, but not nearly as high as the go-go years of the 2000’s.
Lenders have imposed mostly reasonable covenants—although some say they have loosened up as of late.
Last quarter, the economy grew at 3.2%—even as China and India have continued to also expand. Job
growth came late and then surged—with unemployment now at 50 year lows.
We believe a review of the last decade is informative. We feel good about the outcomes as our small,
small/mid and mid cap value portfolios have outperformed their primary and secondary benchmarks as well
as the S&P 500 over the last 10 years. Moreover, our flagship Ariel Fund ranks #1 in both its Morningstar
and Lipper categories since the market bottom.8 But more importantly, this past decade serves as an
important reminder that a contrarian and patient approach is best of all when times are dark. March 2009
was indeed one of the most challenging times in Ariel’s 36-year history.
Jean Case wrote “Make failure matter.”9 Doing so allowed us to get better. Not to mention, those learnings
will also help us get through the next difficult period, whenever it comes. As The Way of the Warrior
explains, “The warrior trains for the unexpected moment. They know life is unpredictable, they are
undaunted by this reality, for though they cannot plan for what life will bring, they know they are prepared
for it.”10

Rogers, John and Hobson, Mellody. “No New Normal.” The Patient Investor. December 31, 2009.
Past performance does not guarantee future results. For the period ended 3/31/19, Ariel Fund (Investor Class) was ranked 1 out of
181 funds in Lipper’s mid-cap core category since market bottom on 3/9/09. For the 1-, 5-, and 10-year periods ended 3/31/19, Ariel
Fund (Investor Class) was ranked 274 out of 388, 58 out of 281, and 1 out of 181 funds in the mid-cap core category. Lipper, Inc. is
a nationally recognized organization that reports performance and calculates rankings for mutual funds. Each fund is ranked within a
universe of funds with similar investment objectives. Rankings are based on total returns. For the period ended 3/31/19, Ariel Fund
(Institutional Class) was ranked 1 out of 316 funds in Morningstar’s mid-cap value category since market bottom on 3/9/09. For the
1-, 5-, and since inception of the Institutional Class (12/30/2011) periods ended 3/31/19, Ariel Fund (Institutional Class) was ranked
172 out of 417, 21 out of 318, and 1 out of 345 funds in the mid-cap value category. Morningstar, Inc. is a nationally recognized
organization that reports performance and calculates rankings for mutual funds. Each fund is ranked relative to all funds in the same
category. Rankings are based on total returns. Morningstar Rankings shown are absolute rankings. The minimum initial investment
for Investor Class shares is $1,000; the minimum for Institutional Class shares is $1,000,000. Both classes are invested in the same
portfolio of securities, but the classes bear different expenses, which are primarily differences in distribution and service fees. Each
class is ranked separately and differs from the rankings of the other class. Please see additional disclosures following the end of this
letter.
9
Case, Jean. Be Fearless. Pg. 87. Simon & Schuster. 2019.
10
McManus, Erwin Raphael. The Way of the Warrior. Pg. 49. Crown Publishing Group. 2005.
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Portfolio Comings and Goings
We initiated two new positions in our small cap value portfolios during the quarter. Our purchase of
Korn/Ferry International (KFY) exposes the portfolio to a differentiated, global organizational consulting firm
with a solid management team, excellent balance sheet and attractive long-term growth prospects. We also
bought shares of Generac Holdings Inc. (GNRC), a leading global manufacturer of power generation
equipment whose strong distribution network, product portfolio and brand advantage create a wide moat,
niche business with 75% market share in the North American residential market. Meanwhile, we successfully
sold our Dun & Bradstreet Corporation (DNB) shares once the commercial credit and data analytics provider
was taken private.
During the quarter, we initiated a position in Molson Coors Brewing Co. (TAP) for our small/mid cap value
portfolios and eliminated Bristow Group, Inc. (BRS) to pursue more compelling opportunities.
Meanwhile, we added Knowles Corporation (KN) to our mid cap strategy. Knowles is a leading manufacturer
and supplier of acoustic components for smartphones, home devices and hearing aid manufacturers. We
also added CarMax, Inc. (KMX) which is the leading used car retailer and wholesale vehicle auctioneer in the
United States. We successfully sold Oaktree Capital Group, LLC (OAK) on the news of its acquisition by
Brookfield Asset Management. We also parted ways with The Western Union Co. (WU) and Bristow Group,
Inc. (BRS) to pursue more compelling opportunities.
As always, we appreciate the opportunity to serve you and welcome any questions or comments that you
might have.
______________________________________________________________________________
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 portfolios invest may never be recognized by the broader
market. The portfolios are often concentrated in fewer sectors than their benchmarks, and their 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. Net performance of each Composite has been
reduced by the amount of the highest fee charged to any client in each Composite during the performance
period. Actual fees may vary depending on, among other things, the applicable fee schedule and portfolio
size. Fee information 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. Ariel’s small, small/mid and mid cap portfolios differ from their primary
benchmarks with fewer holdings and more concentration in fewer sectors. Effective August 1, 2010, the Ariel
Mid Cap Value Composite was redefined to exclude pooled funds due to differences in performance
calculation methods.
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.
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As of 3/31/19, the Ariel Small Cap Value (representative portfolio) held the following positions referenced:
Zebra Technologies Corporation 5.04%; Stericycle, Inc. 3.15%; JLL 3.03%; MSG Networks Inc. 2.72%;
Knowles Corporation 1.98%; Generac Holdings Inc. 1.89%; Korn/Ferry International 1.83%; Oaktree Capital
Group, LLC 1.02%; Sotheby’s 0.74% and Bristow Group Inc. 0.20%. As of 3/31/19, the Ariel Small/Mid Cap
Value (representative portfolio) held the following positions referenced: Zebra Technologies Corporation
3.90%; Stericycle, Inc. 3.62%; MSG Networks Inc. 3.62%; CBRE Group, Inc. 2.63%; JLL 2.33%; Knowles
Corporation 1.54%; Oaktree Capital Group, LLC 1.47%; Molson Coors Brewing Co. 1.43% and Western
Union Co. 1.24%. As of 3/31/19, the Ariel Mid Cap Value (representative portfolio) held the following
positions referenced: Stericycle, Inc. 3.19%; MSG Networks Inc. 2.21%; Knowles Corporation 1.21%; Tiffany
& Co. 1.19%; Molson Coors Brewing Co. 1.13%; CarMax, Inc. 1.12%; Nordstrom, Inc. 0.97%; CBRE Group,
Inc. 0.54% and JLL 0.47%. As of 3/31/19, Ariel Fund held the following positions referenced: Zebra
Technologies Corporation 3.80%; Stericycle, Inc. 3.30%; CBRE Group, Inc. 3.00%; JLL 2.90%; MSG Networks
Inc. 2.90%; Molson Coors Brewing Co. 1.70%; Knowles Corporation 1.30%; Oaktree Capital Group, LLC
1.30%; Western Union Co. 1.00% and Bristow Group, Inc. 0.10%. 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 Composites. Portfolio holdings mentioned do not represent all holdings purchased or sold for
the Composites or Funds.
More information about Morningstar rankings: For the period ended 3/31/19, Ariel Fund (Investor Class) was
ranked 2 out of 316 funds in Morningstar’s mid-cap value category since market bottom on 3/9/09. For the
1-, 5-, and 10-year periods ended 3/31/19, Ariel Fund (Investor Class) was ranked 191 out of 417, 29 out of
318, and 1 out of 225 funds in the mid-cap value category. The inception date for the Institutional Class
shares is December 30, 2011. Ranking information for the Institutional Class is not available for the 10-year
period. Rankings for Ariel Fund’s Institutional Class shown for the period from 3/9/09 through 3/31/19 was
based on the actual total returns of the Fund's Investor Class and uses the actual expenses of the Fund's
Investor Class, for the period of time prior to 12/30/11, without any adjustments. For such period of time, the
performance of the Fund's Institutional Class would have been substantially similar to, yet higher than, the
performance of the Fund's Investor Class. Morningstar, Inc. is a nationally recognized organization that
reports performance and calculates rankings for mutual funds. Each fund is ranked relative to all funds in the
same category. Rankings are based on total returns. Morningstar Rankings shown are absolute rankings.
Index returns reflect the reinvestment of income and other earnings. Indexes are unmanaged, and investors
cannot invest directly in an index. The Russell 2000® Value Index measures the performance of the smallcap value segment (companies with lower price-to-book ratios and lower forecasted growth values) of the
U.S. equity universe. The Russell 2000® Index (a subset of the smallest 2000 companies of the Russell
3000® Index) measures the performance of the small-cap segment of the U.S. equity universe. The Russell
2500™ Value Index measures the performance of the small to mid-cap value segment (companies with
lower price-to-book ratios and lower forecasted growth values) of the U.S. equity universe. The Russell
2500™ Index (a subset of the smallest 2500 companies of the Russell 3000® Index) measures the
performance of the small to mid-cap segment of the U.S. equity universe. The Russell Midcap® Value Index
measures the performance of the mid-cap value segment (companies with lower price-to-book ratios and
lower forecasted growth values) of the U.S. equity universe. The Russell Midcap® Index measures the
performance of the mid-cap segment (a subset of the smallest securities Russell 1000® Index) 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
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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.
Ariel Fund invests in small/mid-cap undervalued companies that show strong potential for growth. Ariel
Appreciation Fund invests in mid-cap undervalued companies that show strong potential for growth.

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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Memorandum
To:

Friends of Ariel Investments

From:

Charlie Bobrinskoy, Vice Chairman and Portfolio Manager

Date:

May 2, 2019

Re:

Ariel Focused Value 1Q19 Client Letter

ARIEL FOCUSED VALUE COMPOSITE PERFORMANCE
As of March 31, 2019
Inception date: March 31, 2005

Annualized
1Q19

1 Year

3 Years

5 Years

10 Years

Since Inception

Gross of Fees

13.87%

0.43%

11.44%

5.65%

13.73%

6.68%

Net of Fees

13.69%

-0.22%

10.72%

4.96%

12.81%

5.76%

Russell 1000® Value Index

11.93%

5.67%

10.45%

7.72%

14.52%

7.24%

S&P 500® Index

13.65%

9.50%

13.51%

10.91%

15.92%

8.70%

For the quarter ending March 31, 2019, the Ariel Focused Value Composite outperformed its benchmark and
performed mostly in line with the broad market returning +13.87% gross of fees (+13.69% net of fees) versus
+11.93% for the Russell 1000 Value Index and +13.65% for the S&P 500 Index. Performance was broadly
positive—28 of our 29 holdings posted positive returns over the three month period.
Stericycle, Inc. (SRCL) and Zimmer Biomet Holdings, Inc. (ZBH) were our biggest contributors. Although Apache
Corporation (APA) has been a disappointing holding over the last five years, it bounced back sharply during the
quarter.
SRCL surged +48.32% on the news of the appointment of a new CEO, Cindy Miller, who joined the company in
2018 from UPS where she held leadership positions in transportation, logistics and operations. Since the
announcement, Miller has been meeting with institutional shareholders stressing the importance of implementing a
new enterprise resource planning (“ERP”) system to improve efficiency. Over the last decade, SRCL has acquired a
number of small waste removal businesses, without integrating the companies into their corporate accounting and
operating systems. As a result, the company was not able to maximize performance around metrics such as route
density (the number of customers on a truck’s schedule).
ZBH jumped +23.35% following an excellent end to 2018. The company announced FDA approval for its ROSA
system, a robotically-assisted knee replacement technology which allows surgeons to improve knee installation
accuracy. Although surgeons are loyal to ZBH’s hip and knee replacement products, we believe sales and profits have
been artificially reduced by manufacturing limitations at facilities acquired in the Biomet acquisition. As these
manufacturing bottlenecks are relieved, demand for these orthopedic products will grow with America’s aging
population.
9

APA swelled +33.07% as oil prices recovered from their fourth quarter declines. Concerns around a global economic
slowdown caused West Texas Intermediate (“WTI”) oil prices to plummet from $75 last October to $45 in December.
Prices have since recovered to above $60 due to less economic pessimism and lower oil inventories. That said, our
original investment thesis for APA has not materialized. We initially believed the company’s excellent position in deep
water exploration, particularly in the North Sea, combined with its extensive natural gas holdings in the Permian basin
would generate solid returns. Unfortunately, the economics of deep water drilling have been negatively impacted by
improvements in on-land exploration, particularly horizontal drilling and hydraulic fracturing. At the same time,
natural gas prices have remained stubbornly below their historical relationship to oil prices. Today, natural gas sells at
1:24 ratio to oil which is far below the historical 1:6 ratio.
Our sole negative performer during the quarter was Mosaic Company (MOS) which declined -6.42% on fears of lower
fertilizer usage in the American Midwest due to unusual weather and flooding. Additionally, investors have become
concerned about increased Chinese phosphate production and water drainage problems in some Mosaic Brazilian
mines. Over the long-term, we believe an expanding global population with improving diets will require improved
agricultural yields and thereby benefit MOS. Finally, Hanger, Inc. (HNGR) and Lazard Ltd. (LAZ), while positive this
quarter, negatively impacted the portfolio by -0.52% and -0.43% consecutively.
Value’s Winter
In 2018, Schroder Investment Management 1 produced Figure 1 showing rolling 10-year performance of value versus
growth dating back to 1926. As the chart shows, value has outperformed growth in almost every 10-year period for
close to 100 years. The one exception was the 10-year period ending with the technology bubble in 2000. Even this
unusually poor performance period for value was quickly followed by substantial outperformance following the dotcom crash of 2001 and 2002.
Then, beginning with the Global Financial Crisis in 2008, something changed—value has consistently
underperformed growth.

1

Markowicz, Sean, “Schroders: Where’s the value in value investing?” Schroder Investment Management Limited, June 2018.
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Figure 2 depicts the performance of the Russell 1000 Value Index versus the Russell 1000 Growth Index since Ariel
Focus Fund’s inception in 2005. The growth index has returned +215% versus +84% for the value index, a 13,000
basis point differential! Value’s relative underperformance has been remarkably consistent with no one period
accounting for the difference. Meanwhile, 2016 was the only year in the last ten when the value index outperformed
growth.

Figure 2: Value versus Growth – 2005 to 2019. Source: Factset. Past performance does not guarantee future results.

In our view, there are two possible explanations for the recent underperformance of value versus growth. First, the
internet changed everything. Tangible assets and past earnings, the two traditional methods of screening for value
stocks, mean less today than in the past due to changes brought forth by the internet. Second, belief in value
outperformance may have attracted disproportionate capital flows versus growth. Value may have become a crowded
trade.
If value investing had an official motto it might be “The four most dangerous words are ‘this time is different.’” Value
investing is based on experience, on what has happened in the past. Value stocks become value stocks because they
have assets purchased with reinvested past profits; or trade at low multiples of those historical earnings. The key
word is “historical.” A company cannot be a value stock by trading at a low multiple of its projected earnings five
years from now, at least under the traditional definition of value investing. Companies with no track record but great
prospects for the future are called growth stocks.
11

Consider the retailing industry. Historically retailers had one thing in common—stores. Stores were made of
something tangible like steel or brick. The stores were built with an auditable cost and appeared on a company’s
balance sheet at that objective cost. A limiting factor for how much money a retailer could earn was how many stores
it had as well as sales per square foot. Retailers reinvested earned profits into inventory, which was tangible and was
carried on a company’s books at historical cost. A retailer whose stock was priced low relative to its hard assets and
earnings was a value stock.
Then, internet changed all of this. Amazon.com, Inc. (AMZN) did not need stores to sell things and carried almost no
inventory. The company took orders, payment and tracked deliveries over the web. At the end of 2008, AMZN had a
tangible book value of $4.85 per share. Today, its shares sell for over $1,900. The company did not need assets to
displace brick and mortar retailers. Traditional measures of value (i.e. price-to-book and price-to-earnings) proved
unhelpful in estimating the future earnings power of AMZN or its market share.
Furthermore, although Netflix, Inc. (NFLX) had almost no tangible assets, it used the internet to put Blockbuster out of
business. Similarly, Facebook, Inc. (FB) had few assets compared to traditional media companies and famously chose
to forgo profits for most of its early existence. In industry after industry, the internet allowed companies without
significant assets or track records of profitability to take market share from companies with vast balance sheets of
property, plants and equipment, and decades of profits. No previous technological advancement made value metrics
comparably less useful—not the automobile, not the telephone, not the computer, not the steam engine. Sure, cars
put buggy whip companies out of business, but Henry Ford still needed plants and equipment.
The second theory for why value investing has underperformed growth is that value investing may have become “a
crowded trade.” It is not overly simplistic to say that by the turn of the century, a majority of money managers had
been trained to believe value always beat growth over any reasonable amount of time. Professors such as Eugene
Fama at the University of Chicago showed the “anomaly” of value outperformance. Studies focused on different value
factors such as price-to-book or price-to-earnings. All showed consistent outperformance of portfolios constructed
with a value-bias.
This academic consensus may have produced an over allocation to value stocks, particularly when the dot.com crash
in 2001 seemed to confirm the inherent dangers of growth investing. Many reputable growth funds closed or lost a
substantial part of their assets. Even new forms of investing such as so-called “quant funds” seemed to consistently
use the value “factor” as part of their investment screening. Everyone wanted to be a “value investor.”
At Ariel, we believe markets are remarkably efficient. While psychological tendencies such as overweighting the near
term outlook can produce opportunities for patient investors, equity markets generally do an excellent job of
incorporating all information into stock prices. It is possible that decade after decade of value’s outperformance
brought increasing amounts of investment capital into companies trading at low multiples of book and past earnings,
thereby bidding up prices of value stocks and reducing subsequent returns. Likewise, decades of growth
underperformance may have chased capital away, producing a never before witnessed general undervaluation of
companies without track records but with reasonable future prospects.
To succeed in this challenging environment for value, it will be more important than ever to anticipate the future. As
the greatest value investor of them all, Warren Buffett, has said, “If past history was all there was to the (investment)
game, the richest people would be librarians.”
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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.
Past performance does not guarantee future results. Performance results are net of transaction costs and reflect the
reinvestment of dividends and other earnings. 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.
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.
As of 3/31/19, Ariel Focused Value Composite (representative portfolio) held the following positions referenced:
Zimmer Biomet Holdings, Inc. 4.65%; Hanger, Inc. 4.43%; Mosaic Company 4.25%; Lazard Ltd. 3.77%; Stericycle,
Inc. 3.10%; and Apache Corporation 2.33%. 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 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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Deep Value

Memorandum
To:

Friends of Ariel Investments

From:

David M. Maley, Lead Portfolio Manager

Date:

April 29, 2019

Re:

Ariel Micro-Cap Value and Small Cap Deep Value 1Q19 Client Letter

ARIEL MICRO-CAP VALUE COMPOSITE PERFORMANCE
As of March 31, 2019
Inception date: July 31, 2002

Annualized
1 Year

3 Years

5 Years

10 Years

Since Inception

Gross of Fees

-0.63%

3.26%

-6.03%

8.52%

7.41%

Net of Fees

-1.86%

1.99%

-7.19%

7.18%

5.36%

Russell Microcap® Value Index

-3.19%

13.30%

5.99%

14.91%

9.22%

Russell Microcap® Index

-2.36%

12.29%

5.03%

14.97%

9.05%

S&P 500® Index

9.50%

13.51%

10.91%

15.92%

9.25%

ARIEL SMALL CAP DEEP VALUE COMPOSITE PERFORMANCE
As of March 31, 2019
Inception date: October 31, 2013

Annualized
1Q19

1 Year

3 Years

5 Years

Since Inception

Gross of Fees

14.25%

-6.25%

5.60%

-3.33%

-2.19%

Net of Fees

13.97%

-7.18%

4.56%

-4.29%

-3.16%

Russell 2000® Value Index

11.93%

0.17%

10.86%

5.59%

6.61%

Russell 2000® Index

14.58%

2.05%

12.92%

7.05%

7.88%

S&P 500® Index

13.65%

9.50%

13.51%

10.91%

11.52%

2019 began on a positive note for our portfolios, both on an absolute and relative performance basis. And even after
a strong first quarter bounce, our portfolios remain historically attractive, trading at discounts of well over 40% to fair
value.
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Micro-Cap Value
Small Cap Deep Value

Discount
to PMV 1
12/31/18

1Q19 Return

Discount
to PMV
03/31/19

-48.7%
-50.3%

+13.08%
+14.25%

-45.4%
-44.0%

If We Could Own Just One Stock, What Would It Be?
Although we would never invest in this way, we have tackled this question annually since 2011. A detailed answer
effectively illustrates our unique investment approach.
We search for companies trading at an entry point that we perceive as providing a “margin of safety.” We seek
protection in asset values, with an emphasis on pristine balance sheets. We want to be invested alongside talented
and properly incentivized leadership, and we look to identify upside potential from underappreciated opportunities
and/or overlooked assets.
Reloading an Old Favorite
Five years ago Cowen, Inc. (COWN) was our favorite, and it is now our first holding to be named a second time. Due
to a number of fundamental improvements detailed below, our estimate of intrinsic value has grown by +37.4% over
that time–yet the stock price has fallen by -17.9%. No small- or micro-cap company currently is a better fit for our
deep value approach.
As we noted in 2014, COWN is clearly ignored and misunderstood. Followed by only two sell-side analysts, many
investors continue to view it as a troubled, sub-scale investment bank and broker dealer. However, COWN was
actually formed when Cowen Holdings, a struggling boutique investment bank, was purchased by then privately-held
alternative asset manager Ramius LLC in 2009. The COWN brand remains, but top management comes primarily from
Ramius.
Long-time readers know that upon discovering a deep value candidate, the first step in our research process is to
study the corporate governance and insider ownership profile. Talented and properly incentivized leadership is crucial
to realizing unrecognized value. Our 2014 case for COWN on this front was quite strong; we believe it has
meaningfully improved in the last 15 months.
At year-end 2017 the CEO position transitioned from co-founder Peter Cohen to Jeff Solomon, an original Ramius
executive who had turned around the investment bank and brokerage business before becoming President in 2014.
Cohen’s long and distinguished investment banking career lent critical credibility as COWN and Ramius merged and
transformed after the financial crisis. With that complete, however, Solomon has quickly moved to convert the
mindset of the company to a more focused, return-on-capital mentality seeking to maximize shareholder returns.
Trading at just 59% of book value, 6.4 times trailing 2018 economic income, and just over 4 times expected 2019
economic operating income, we view the stock as extraordinarily cheap. We believe the company’s complexity,
particularly given its relatively small size, has led to it being ignored and misunderstood. Solomon’s drive for “simpler,
fewer, deeper” provides a framework to make the company more profitable and sustainable for the long-term by
driving Return on Capital Employed (ROCE)–while also providing more transparency to investors.
The Discount to PMV is the percentage the stock prices of the companies held in each strategy’s representative account are discounted as
compared to the companies’ private market value (PMV), calculated on a weighted average basis. PMV is Ariel’s internal estimate of fair value
for each company.

1

2

The key drivers of COWN’s business include:

Investment Banking

The one recognized strength of the old Cowen & Company was its healthcare banking franchise—a terrific area given
the continuous need for growth capital by biotechs and others. COWN has continued to dominate here, but has also
rapidly diversified through savvy acquisitions. Non-healthcare revenues grew from 28% to 38% in 2018, and proforma for the year-end purchase of advisory firm Quarton International would have been 44%.

Capital Markets

Again boosted by opportunistic acquisitions, COWN has been able to gain significant share in trading for active
managers. The 2017 purchase of Convergex stands out, as COWN now has offerings to serve virtually all active
managers regardless of trading style. COWN continues to take share and is actually thriving while many competitors
lose money or give up on serving trading clients.

Asset Management

COWN has received little credit for this $10 billion+ AUM business. Solomon has taken steps to rectify that, paring
non-performing lines and focusing on scalable, saleable strategies where the company has domain expertise—the
“Cowen DNA”. These include:





Healthcare royalties
Merger arbitrage
Real Estate
Activist investing

Balance Sheet

Perhaps the most significant improvement under Solomon was a move to harmonize a robust balance sheet with
COWN’s operating activities. An early move was to establish a capital allocation committee, resulting in capital being
reallocated to higher margin and less volatile dealer and spread businesses such as securities finance. In addition,
COWN has private investments currently valued at $126.9 million; we expect to see these monetized over time.
Finally, the firm has typically been a savvy buyer of its own shares and likely will continue to do so.
Now built for the long haul, we view COWN as the most attractive stock in our universe. Increased diversification
should generate profitability even in down cycles. The goal of mid-teens operating pre-tax ROCE in a normalized
environment is very achievable. As the market sees further execution, a discount valuation well below book value will
not last in our opinion. We see the stock’s value as more than twice the current share price of $16.71.
Portfolio Comings and Goings

Micro-Cap Value

We added two names during the quarter which we already owned in the small cap deep value strategy. Strattec
Security Corporation (STRT) is a highly profitable maker of automobile locks and similar components which trades at a
sharp discount to book value and has solid growth prospects. Synacor, Inc. (SYNC) is a technology platform company
providing software and advertising services to video, internet and communications providers. With a cash-rich
balance sheet and rapid growth in its recurring revenue software business, we view SYNC’s valuation as very
attractive. We sold out of AutoWeb, Inc. (AUTO) and SeaChange International (SEAC) to pursue more compelling
opportunities.
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Small Cap Deep Value

We did not add any new holdings in the quarter. We sold out of Bristow Group, Inc. (BRS) and SeaChange
International (SEAC) as we lost confidence in each company’s ability to execute a turnaround.
As always, we appreciate your interest and welcome any questions.
Investing in micro-cap and small-cap companies is more risky and volatile than investing in large companies. The
intrinsic value of the stocks in which the portfolios invest may never be recognized by the broader market.
Past performance does not guarantee future results. Performance results are net of transaction costs and reflect the
reinvestment of dividends and other earnings. Net performance of each Composite has been reduced by the amount
of the highest fee charged to any client in each Composite during the performance period. Actual fees may vary
depending on, among other things, the applicable fee schedule and portfolio size. Fee information 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 Small Cap Deep Value
Composite and the Micro-Cap Value Composite differ from their primary benchmarks with fewer holdings
concentrated in fewer sectors.
Net returns of the Ariel Micro-Cap Value Composite beginning May 2009 reflect the deduction of the advisory fee. Net
returns of the Ariel Micro-Cap Value Composite prior to May 2009 are net of a 20% incentive fee, other expenses,
management fees, and profit allocations. The performance results prior to April 30, 2009 were achieved while David
Maley managed the strategy at his prior firm using a substantially similar investment style. Mr. Maley began
managing this strategy at Ariel on April 30, 2009. The performance results achieved at Mr. Maley’s prior firm are
linked to the performance results of the Ariel Micro-Cap Value Composite. The strategy will on occasion hold cash
when values are difficult to identify. Also, the strategy at times includes temporary investments in Exchange Traded
Funds (ETFs) while seeking other investment opportunities. During June 2004 through January 2008, the investment
strategy included periodically holding short positions in certain ETFs. This practice may have had a material effect on
returns.
The opinions expressed are current as of the date of this commentary but are subject to change. The information 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 3/31/19, the Ariel Micro-Cap Value Composite (representative portfolio) held the following positions referenced:
Cowen, Inc. 5.44%; Strattec Security Corporation 1.29%; and Synacor, Inc. 1.01%.
As of 3/31/19, the Ariel Small Cap Deep Value Composite (representative portfolio) held the following positions
referenced: Cowen, Inc. 5.59%; Strattec Security Corporation 3.19%; and Synacor, Inc. 1.68%.
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 Micro-Cap Value Composite or the Ariel Small Cap Deep 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 Microcap® Value Index measures the performance of the microcap value
segment (companies that are considered more value oriented, relative to the overall market) of the U.S. equity market.
The Russell Microcap® Index measures the performance of the microcap segment (1,000 of the smallest securities in
the small-cap Russell 2000® Index) of the U.S. equity market. The Russell 2000® Value Index measures the
performance of the small-cap value segment (companies with lower price-to-book ratios and lower forecasted growth
4

values) of the U. S. equity universe. The Russell 2000® Index measures the performance of the small-cap segment
(2000 of the smallest securities of the Russell 3000® Index) 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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Global

Memorandum
To:

Friends of Ariel Investments

From:

Rupal J. Bhansali, Chief Investment Officer, International and Global Equities

Date:

May 2, 2019

Re:

Ariel International and Ariel Global 1Q19 Client Letter

ARIEL INTERNATIONAL (DM) COMPOSITE PERFORMANCE
As of March 31, 2019
Inception date: December 31, 2011

Annualized
1Q19

1 Year

3 Years

5 Years

Since Inception

Gross of Fees

7.78%

-3.45%

4.48%

3.15%

7.05%

Net of Fees

7.56%

-4.22%

3.65%

2.34%

6.17%

MSCI EAFE

9.98%

-3.71%

7.27%

2.33%

6.94%

ARIEL INTERNATIONAL (DM/EM) COMPOSITE PERFORMANCE
As of March 31, 2019
Inception date: December 31, 2011

Annualized
1Q19

1 Year

3 Years

5 Years

Since Inception

Gross of Fees

7.57%

-3.37%

5.38%

3.74%

7.41%

Net of Fees

7.35%

-4.14%

4.54%

2.92%

6.50%

10.31%

-4.22%

8.09%

2.57%

6.10%

MSCI ACWI ex-US

ARIEL GLOBAL COMPOSITE PERFORMANCE
As of March 31, 2019
Inception date: December 31, 2011

Annualized
1Q19

1 Year

3 Years

5 Years

Since Inception

Gross of Fees

9.52%

3.20%

8.17%

6.57%

10.18%

Net of Fees

9.30%

2.38%

7.31%

5.72%

9.25%

12.18%

2.60%

10.67%

6.45%

9.81%

MSCI ACWI Index

A view from the top
In our view, the first three months of 2019 represented a classic “risk-on” rally with lower quality stocks and bonds
outperforming their higher quality counterparts. Against this backdrop, it is not surprising that our “risk-aware” global
and international portfolios would fall short of their benchmarks. More specifically, for the three months ending
March 31, 2019, the Ariel International (DM) Composite returned +7.78% gross of fees (+7.56% net of fees) versus
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+9.98% for the MSCI EAFE Index. Similarly, the Ariel International (DM/EM) Composite rose +7.57% gross of fees
(+7.35% net of fees) during a time when the MSCI ACWI ex-US Index jumped +10.31%. Meanwhile, the Ariel
Global Composite earned +9.52% gross of fees (+9.30% net of fees) compared to +12.18% for the MSCI ACWI
Index. Not surprisingly, we remain focused on steering our portfolios away from undue hazards and towards sound
and sustainable bottom-up opportunities.
As we navigate recent market volatility, we pay less attention to short-term twists and turns and more to the key
factors that drive value over a full market cycle. In that vein, despite the recent stock market rebound, global equities
are not selling at bull-market highs. In fact, the MSCI ACWI ex-US Index remains approximately -11% below its
January 2018 peak in U.S. dollar terms. While the last 15 months do not represent a full market cycle, we are pleased
our portfolios have outperformed since last year’s highs—a period characterized by a capricious combination of
cresting returns, a year-end sell off as well as a first quarter rally. More specifically, from January 1, 2018 through
March 31, 2019, the Ariel International (DM) Composite declined -1.46% versus -4.17% for the EAFE Index. Similarly,
the Ariel International (DM/EM) Composite fell -1.74% while the MSCI ACWI ex-US Index dropped -4.30% for the
same 15 month period. Meanwhile, the Ariel Global Composite grew +3.16% compared to +1.29% for the MSCI
ACWI Index.
It is worth noting, our near record low portfolio turnover underscores our patient, long-term approach during the
volatile period. While other investors may have been tempted to reposition their portfolios for the diverging market
environments of 2017, 2018 and early 2019, our focus on both the downside (what can go wrong), together with the
upside (what can go right), resulted in portfolios that have held up better when declines and rallies are considered
together.
We achieved this result principally through security selection, even though a more in-depth analysis of our
performance reveals security selection and sector allocation were both positive contributors to our results. By
consistently considering the risk/reward characteristics of individual companies across sectors, our bottom-up analysis
leads us to either over- or underweight securities and sectors. For example, our tendency to avoid dicey financials
actually resulted in the financial services sector adding the most value to our portfolios over the past 15 months. In
our view, most bank business models remain unattractive in the context of low net interest margins, high capital
requirements, elevated expenses, unsustainably low non-performing assets and a deteriorating corporate credit
backdrop. And while the health care sector represented a slight overweight in our portfolios, our pharmaceutical
holdings also significantly outperformed. On that point, Roche Holding AG’s leading oncology franchise together with
a growing presence in neurology and hemophilia continued to drive shareholder value. New use cases for existing
drugs and expansion into countries, like China, for existing compounds and new therapies is also benefitting
shareholders. We believe the strength of Roche’s near term pipeline and longer term R&D capabilities remain largely
underappreciated while concerns related to threats from biosimilars are exaggerated. Interestingly, Roche shares
remain above 2018 highs and despite this fact, we still find the risk/reward compelling.
While Roche was a significant contributor, Telefonica Deutschland Holding, the dominant telecom provider in
Germany, was a large detractor for the period on concerns related to a potential new entrant in the German market.
Mobile operator, 1&1Drillisch, is exploring a switch from being a “virtual operator” that rents network capacity, to
building out its own cellular network—which would take many years to develop across Germany. We believe the
competitive threat is misunderstood and as such, the market structure as well as Telefonica Deutschland’s strong
competitive position is unlikely to change in the foreseeable future.
As always, we appreciate the opportunity to serve you and welcome any questions or comments you might have.
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Investments in foreign securities may underperform and may be more volatile than comparable U.S. stocks because of
the risks involving foreign economies and markets, foreign political systems, foreign regulatory standards, and foreign
currencies and taxes. The use of currency derivatives, exchange-traded funds (ETFs) and other hedges may increase
investment losses and expenses and create more volatility. Investments in emerging markets present additional risks,
such as difficulties in selling on a timely basis and at an acceptable price. The intrinsic value of the stocks in which the
portfolios invest may never be recognized by the broader market.
Past performance does not guarantee future results. Performance results are net of transaction costs and reflect the
reinvestment of dividends and other earnings. Net performance of each Composite has been reduced by the amount
of the highest fee charged to any client in each Composite during the performance period. Actual fees may vary
depending on, among other things, the applicable fee schedule and portfolio size. Fee information 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 International (DM) Composite differs from its benchmark, the MSCI EAFE Index, because: (i) the Composite
has fewer holdings than the benchmark, (ii) the Composite will invest in Canada, and (iii) the Composite will at times
invest a portion of its assets in the U.S. and emerging markets. The Ariel International (DM/EM) Composite differs
from its benchmark, the MSCI ACWI (All Country World Index) ex-US, because: (i) the Composite has fewer holdings
than the benchmark and (ii) the Composite will at times invest a portion of its assets in the U.S. The Ariel Global
Composite differs from its benchmark, the MSCI ACWI (All Country World Index), because the Composite has fewer
holdings than the benchmark.
As of 3/31/19, the Ariel International (DM) Composite (representative portfolio) held the following positions
referenced: Roche Holding AG 6.67% and Telefonica Deutschland Holding 2.80%. As of 3/31/19, the Ariel
International Composite (DM/EM) (representative portfolio) held the following positions referenced: Roche Holding AG
7.24% and Telefonica Deutschland Holding 2.80%. As of 3/31/19, the Ariel Global Composite (representative
portfolio) held the following positions referenced: Roche Holding AG 6.42% and Telefonica Deutschland Holding
0.69%. Portfolio holdings are subject to change. The performance of any single portfolio holding is no indication of
the performance of other holdings in any Composite.
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.
Investors cannot invest directly in an index. MSCI EAFE Index is an unmanaged, market-weighted index of companies
in developed markets, excluding the U.S. and Canada. The MSCI ACWI (All Country World Index) ex-U.S. is an
unmanaged, market-weighted index of global developed and emerging markets, excluding the United States. MSCI
ACWI (All Country World Index) is an unmanaged, market weighted index of global developed and emerging markets.
The MSCI Index net returns reflect the reinvestment of income and other earnings, including the dividends net of the
maximum withholding tax applicable to non-resident institutional investors that do not benefit from double taxation
treaties. MSCI uses the maximum tax rate applicable to institutional investors, as determined by the companies’
country of incorporation. Source: MSCI. MSCI makes no express or implied warranties or representations and shall
have no liability whatsoever with respect to any MSCI data contained herein. The MSCI data may not be further
redistributed or used to create indices or financial products. This report is not approved or produced by MSCI.
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Chicago, headquarters:
200 East Randolph Street
Suite 2900
Chicago, IL 60601
312.726.0140 phone
New York City:
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New York, NY 10017
212.824.4330 phone
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Level 36, Gateway Tower
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Sydney NSW 2000
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+61 2 80754554 phone
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Slow and steady wins the race.
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