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Ariel Focus Fund
I N FL ATI O N PR E PA R ATI O N
Performance data quoted represents past performance. Past performance does not guarantee future results. All
performance stated in this document assumes the reinvestment of dividends and capital gains and represents returns of the
Investor Class shares. We caution shareholders that we can never predict or assure future returns on investments. The
investment return and principal value of an investment with our Funds will fluctuate over time so that your shares, when
redeemed, may be worth more or less than their original cost. Current performance may be lower or higher than the
performance data quoted. Click the following link for the annual expense ratio and standardized performance current to
the most recent quarter and month end periods for Ariel Focus Fund.
DEAR FELLOW SHAREHOLDER:
For the first quarter ending March 31, 2014, Ariel Focus
Fund had mixed performance. Specifically, it increased
+2.11%, slightly behind the Russell 1000 Value Index’s
+3.02% gain but just ahead of the broad market as
measured by the S&P 500 Index’s +1.81% return. Positive
contributions came from a broad array of names, with seven
stocks increasing more than +7%. Only two stocks declined
by more than –7%, namely International Game Technology
(IGT) and Goldman Sachs Group, Inc. (GS), both of which
will be discussed in this letter.
FIRST QUARTER PERFORMANCE
One pleasant surprise during the quarter was the strong
absolute performance of our five health-care names: Johnson
& Johnson (JNJ), Zimmer Holdings, Inc. (ZMH), Hospira, Inc.
(HSP), Baxter Intl Inc. (BAX), and our newest holding,
Laboratory Corp. of America Holdings (LH). The stock
prices of these holdings increased an average of +5.44%
during the quarter. Counterintuitively, uncertainty
surrounding the Affordable Care Act seems to have boosted
profits. Health-care management teams assert (and our
independent research confirms) that concerns about the
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new law drove more patients into hospitals in the fourth
quarter. Usually uncertainty decreases activity, but not this
time. The result was significantly improved health-care
fundamentals, including more orthopedic procedures such as
hip and knee replacements.
Speaking of health care, one new name was added to the
portfolio during the quarter, Laboratory Corp. of America
Holdings. LabCorp is an operator of independent clinical
laboratories performing health-care testing. Its testing
facilities are located outside hospitals and boast a much
lower cost structure than an in-house lab. Our investment
thesis is simple: An aging population will require more
medical tests. Meanwhile, curtailing health-care costs will
continue to be of increasing importance. Our opportunity
came when the first draft of the annual “Doc Fix” legislation,
the law that sets Medicare reimbursement rates, called for
big cuts in independent lab fees. LabCorp’s stock got hit, and
we initiated a position.
A few of our holdings struggled during the quarter.
Investment bank Goldman Sachs slid –7.25% during the
quarter, largely because it had to revise its plan to return
capital to shareholders. The Federal Reserve has instituted

stress tests that limit Goldman’s ability to return capital to
shareholders. In early 2014, it became apparent that the Fed
would become even more strict than previously anticipated.
Also, gaming manufacturer International Game Technology
fell –22.00% after a subpar earnings report. Its revenue and
earnings per share (EPS) both slid below consensus
estimates. Specifically, revenues were 2% lower than Wall
Street expected, while the (adjusted) EPS of $0.25 did not
meet the $0.30 forecast. The miss came from weak regional
gaming trends and higher-than-expected operating expenses.
POSITIONING FOR INFL ATION
Given the relatively uneventful nature of the first quarter, the
rest of this letter will address a subtle change in outlook. A
core strategy of Ariel Focus Fund is to buy what others are
selling. If, as portfolio manager, I believe investors are overly
concerned with a particular risk, I often invest in companies
whose stocks have been excessively punished. But I also
invest in companies that stand to benefit from a risk that
seems to be underestimated. Right now, a key
underappreciated risk is inflation.

“One pleasant surprise during
the quarter was the strong
absolute performance of our
five health-care names.”
I realize there are few signs of inflation today. In fact, new
Federal Reserve Chair Janet Yellen says she is concerned
about the opposite problem, deflation, since wage rates do
not seem to be rising. Additionally, the U.S. manufacturing
system currently has a great deal of capacity. Since the
financial crisis, the Consumer Price Index has averaged
+2.13%, or only half the long-term average since 1970.
Finally, perhaps the best argument against being worried
about inflation is that 10-year Treasury yields of 2.72% are
near historic lows. I cannot imagine bond investors accepting
that coupon rate if they were expecting inflation to rear its
ugly head.
When many fear rising inflation, companies that benefit from
higher prices see their shares spike. Obviously, given low
concern regarding inflation, that has not happened in this
market and, in fact, such companies have languished. Oil and

gas companies have underperformed the market over the
last 12 months. Fertilizer companies are trading as much as
40% below their early 2011 levels. Finally, the price of gold
has dropped from more than $1,900 per ounce in 2011 to
approximately $1,300 today, causing gold mining stocks to
suffer.

“(We) invest in companies that
stand to benefit from a risk that
seems to be underestimated.
Right now, a key underappreciated
risk is inflation.”
As portfolio manager of Ariel Focus Fund, why am I now
worried about inflation when the typical investor shows no
concern? I was raised in Hyde Park, on the South Side of
Chicago, where Nobel Prize–winning economist Milton
Friedman was quoted as saying, “Inflation is always and
everywhere a monetary phenomenon.” At the University of
Chicago, he taught his students that inflation comes from a
significant increase in the money supply. Moreover, a
significant increase in the money supply always leads to
inflation. Recently we have witnessed an unprecedented
increase in the money supply through $3 trillion of Federal
Reserve Quantitative Easing. Therefore, according to
Friedman, inflation is coming—it is simply a matter of time.

“It would be one thing if the
United States was the only
country to have inflationary
policies, but easy money is a
global phenomenon.”
It would be one thing if the United States was the only
country to have inflationary policies, but easy money is a
global phenomenon. We seem to be witnessing a global
currency devaluation competition in which three of the
world’s largest economies (the United States, China and
Japan) are racing to see which country can devalue its
currency the most quickly. The European Union, anxious to
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reduce unemployment by increasing exports, stands to finish
just out of the medals in these liquidity Olympics.
As Warren Buffett has counseled, be fearful when others are
greedy and greedy only when others are fearful. Today,
market participants have little fear over inflation, which
makes me especially nervous in light of the inflationary
policies noted above. In contrast, I remain cautiously
optimistic about the economy. The portfolio reflects these
views. More than 20% of Ariel Focus Fund assets are
invested in companies that I believe stand to benefit directly
from inflation. That is, 16% of the portfolio is invested in
natural resources exploration and services companies.
Fertilizer company Mosaic Co. (MOS) represents 3% of the
portfolios’ assets. The newest holding (purchased in April) is
Barrick Gold Corp. (ABX), the largest gold mining company
in the world. All of the aforementioned names are leading
companies with strong balance sheets that stand to have
reasonable fundamentals if inflation remains low; conversely,
I think they will outperform if inflation spikes.

“We seem to be witnessing a
global currency devaluation
competition in which three of the
world’s largest economies are
racing to see which country can
devalue its currency the most
quickly.”
PORTFOLIO COMINGS AND GOINGS
During the quarter, we added two new positions and
eliminated two in Ariel Focus Fund. As mentioned above, we
purchased a previous Ariel holding, LabCorp. We also
initiated a position in Telephone & Data Systems, Inc. (TDS),
a telecom company. Telephone & Data Systems provides
telephone and television service to approximately 5.9 million
customers nationwide, using both wireless and landline
connections. We exited both DeVry Inc. (DV) and First
American Financial Corp. (FAF) in order to pursue more
compelling opportunities.
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We appreciate your consideration and the opportunity
to serve you and welcome any questions or comments you
might have. You can also contact us directly at
email@arielinvestments.com.
Sincerely,

Charles K. Bobrinskoy

Portfolio manager

TURTLE TIME WITH CHARLIE
Please join us on Tuesday, June 24, at 10am CST,
as Charles K. Bobrinskoy responds to your investment
questions in an hour-long Q&A session. Register now
at arielinvestments.com/turtle-time.

Ariel Focus Fund is a non-diversified fund and therefore may be subject to greater volatility than a more diversified
investment. Investing in equity stocks is risky and subject to the volatility of the markets. Investing in small-cap and mid-cap
stocks is more risky and volatile than investing in large-cap stocks. The intrinsic value of the stocks in which the Fund invests
may never be recognized by the broader market.
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 letter is not reasonably sufficient upon which to
base an investment decision and should not be considered a recommendation to purchase or sell a particular security.
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 Focus Fund or of the performance of the Fund itself. Click for the most recent holdings
for the Ariel Focus Fund.
The Russell 1000® Value Index measures the performance of the large-cap value segment of the U.S. equity universe. It
includes those Russell 1000 companies with lower price-to-book ratios and lower expected growth values. Russell® is a
trademark of Russell Investment Group, which is the source and owner of the Russell Indexes’ trademarks, service marks
and copyrights. The S&P 500® Index is the most widely accepted barometer of the market. It includes 500 blue chip, large
cap stocks, which together represent about 75% of the total U.S. equities market.
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.
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