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Performance data quoted represents past performance. Past performance does not guarantee future results. All
performance assumes the reinvestment of dividends and capital gains. The investment return and principal value
of an investment will fluctuate so that an investor’s 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. Any extraordinary
performance shown for short-term periods may not be sustainable and is not representative of the performance
over longer periods. Performance data current to the most recent month-end for Ariel Focus Fund may be
obtained by visiting our website, arielinvestments.com.
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16.29%
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10.20%

S&P 500® Index

Ariel Focus Fund continued a period of strong relative and absolute performance returning +16.48% in the first
quarter and +85.57% for the year ended March 31, 2021, outperforming the Russell 1000 Value as well as the S&P
500 for both periods. The three holdings contributing most to first quarter returns were ViacomCBS, Inc. (VIAC), The
Mosaic Company (MOS) and Snap-On Inc. (SNA). Only two holdings had negative returns during the quarter—NOV
Inc. (NOV) and Madison Square Garden Entertainment Corp. (MSGE).
The last twelve months have been challenging. In addition to the hundreds of thousands of deaths caused by the
pandemic, the negative impact on mental health, student achievement and the overall economy will likely be felt for
years to come. This past year did, however, offer a real-time illustration of how our core investment strategy can, in
the right circumstances, produce strong investment results. At Ariel, we seek to buy high quality companies whose
stock price has been driven well below intrinsic value by Wall Street’s excessive focus on a short-term problem or
factor. Although the market is very efficient, an excessive focus on the short-term can create inefficiencies or
opportunities. A temporary factor might be a downturn in the high-yield bond market driving up LBO financing costs
for KKR & Co. Inc. (KKR), start-up costs for Lockheed Martin Corp.’s (LMT) new F-35 jet pressuring near-term margins
or the decline in 2021 GAAP revenue for Oracle Corporation (ORCL) due to a change in accounting methods. In all
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these examples, stock prices were driven well-below our calculations of intrinsic value. We invested in each company
with good outcomes. Later, we will offer instances when this strategy is not successful.
Three is the Magic Number
In early 2020, the pandemic provided us the opportunity to initiate or add to positions in companies that would
experience earnings pressure in the short-term but should rebound once the economy reopened. As written in prior
letters, we divided companies into four groups. First, those who would benefit from a lock-down (e.g. online retailers).
Second, those that would be generally unaffected (e.g. electric utilities). Next, companies that would be hurt in the
short-term, but only temporarily. Lastly, companies that might be permanently harmed, either because they had too
much debt or because demand for their products or services was forever impaired. Our core investment strategy
pointed us to the third group, companies that would be hurt by COVID-19 in the short-term but should recover in a
reopening.
Our largest positions over the last quarter demonstrate our emphasis on these stocks. In our opinion, all ten of our
largest holdings fall into this category. Eight out of ten saw a significant drop in profits due to Covid-19. Each saw a
material drop in its stock price. As 2020 progressed and signs of an economic reopening became undeniable, nine of
these companies saw solid improvement in their operating performance. All except MSGE had operating profits exceed
pre-Covid levels.
Our largest holding, Snap-On, Inc.’s tool business faced clear short-term headwinds in March of 2020. Its auto-repair
shop customers experienced a sharp drop in business given the -41% decline in miles driven from February to April.
Fewer miles driven means fewer accidents, less wear and tear and therefore less business for auto mechanics.
Investors feared repair shops would cut their purchases of Snap-On tools and diagnostic systems. And in the shortterm, they did. In the second quarter of 2020 Snap-On’s operating profit slumped a sobering -39% from the same
quarter a year prior. Their stock declined even more—falling from $170 in January 2020 to a low of $91 in March.
We added to our position based upon our belief that the downturn in miles driven and automobile servicing was
temporary and that demand for Snap-On’s tools would be just as strong post-reopening. The company rewarded our
confidence, posting fourth quarter operating profits that were +22% above pre-Covid levels a year earlier. Its stock
also more than doubled from its 2020 low to an all-time high of $231 as we go to print.
Pent-up Demand for Group Three Companies
This strength in fourth quarter earnings across many of our largest positions contributed to our strong first quarter
performance. Table 1 below shows the change in operating income versus a year prior in both last year’s second and
fourth quarters. Note how many were “Group Three Companies,” hit hard by Covid-19 lockdowns but able to
significantly recover with an economic reopening.
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Table 1
Rebound in Operating Income for Ten Largest Average Holdings

1st Quarter Portfolio
Average Weight
Madison Square Garden Entertainment Corp. Class A
Snap-on Incorporated
Goldman Sachs Group, Inc.
Mosaic Company
Nielsen Holdings Plc
Lazard Ltd Class A
Oracle Corporation
BorgWarner Inc.
BOK Financial Corporation
Western Union Company

5.46
5.29
5.23
5.18
4.96
4.77
4.66
4.40
4.38
4.02

1st Quarter Portfolio
Total Return
-22.12
35.68
24.47
37.59
20.81
4.02
8.89
20.43
31.25
13.46

June 2020 2nd Quarter
Operating Income Percentage Decline
Versus Prior Year 2nd Quarter

December 2020 4th Quarter
Operating Income Percentage Increase
Versus Prior Year 4th Quarter

NA Note 1
-39
33
9
-40
-10
-1
-104
-54
-13

NA Note 1
22
63
NA Note 2
18
58
16 Note 3
24
42
16

Note 1: MSGE reported operating losses in both the quarter ending June 2020 and the quarter ending December 2020
Note 2: Mosaic reported positive operating income in the quarter ended December 2020 versus a loss in the same quarter a year ago
Note 3: Oracle has a May Fiscal year. Results shown here are for the May and November quarters
Source: FactSet
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While this strategy of purchasing companies with near-term headwinds has worked well over the last year, it does not
always drive outperformance in every holding. Sometimes short-term factors become longer-term headwinds or
headaches. A good example of this is the relationship between natural gas prices and oil. For a long time, the market
price of a barrel of oil was very close to six times the price of one thousand cubic feet (”mcf”) of natural gas. This
correlation seemed logical and stable because the British Thermal Unit energy content of a barrel of oil is
approximately six times that of an MCF of natural gas. In 2009, this pricing broke down, with natural gas plummeting
to 1/14th oil ($3.80 for gas, $54 for oil). Believing this free-fall to be temporary, we bought shares of companies
whose profits would increase as natural gas prices rose. Unfortunately, this “temporary” factor of cheap natural gas
has continued for 12 years and has even gotten worse. Today natural gas sells for 1/23rd the price of oil ($2.74 for
gas, $63 for oil).
We exited our position in Exxon Mobil Corp. (XOM) in the third quarter of 2020 and sold our last shares of NOV, Inc.
during the first quarter of 2021, both at prices below our average cost.
Madison Square Garden Entertainment was the biggest detractor from first quarter performance, declining -22%. After
its separation from the MSG sister companies in April of 2020, its share price rose from a low of $58 to a high of $121
on March 12th of this year. Through additional purchases and strong price appreciation, MSGE became our largest
holding. Soon after reaching its recent high, MSGE and its former sister company, MSG Networks, Inc. (MSGN)
confirmed they were recombining less than a year after both had separated to become standalone companies. The
market did not react well and the share prices of both companies fell sharply lower. MSGE will assume the debt of
MSGN in the deal which negates our thesis of a pristine MSGE balance sheet. Stay tuned.
Earlier in this letter, we noted that ViacomCBS, Inc. was the largest contributor to performance. And yet, over the last
month, the company’s stock has fallen over 60% from its recent high. VIAC was at the center of the Archegos family
office liquidation, with several Wall Street firms forced to sell large blocks of its shares at falling prices. Previously,
VIAC shares were driven dramatically higher by the announcement of Paramount+ and a short-squeeze some
The portfolio total return represents the total return during the quarter of each stock for the period held in the portfolio. It does not represent
performance of the Fund. The holdings shown do not represent all the securities purchased, sold, or recommended for investors.
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commentators tied to the Reddit website. Chart 1 below shows VIAC stock performance over this period, with purple
upwards arrows indicating our purchases, and yellow downward arrows showing our sales. The light blue area
indicates the number of shares owned on any given date. In March of 2020, we increased our holding by 25% at
prices below $20. By year-end, the stock had more than tripled to $36.90 from its 2020 low of $10.10 on March 16th.
We trimmed our position modestly. VIAC remained our largest position at year-end. In January and February, the stock
continued higher trading through $50, then $70 before reaching a high of $101.97 on March 15, 2021. We were
aggressive sellers and sold 88% of our shares by quarter-end before the recent sell off in its shares.
Chart 1

Past performance does not guarantee future results.

Inflation’s Time Has Come
We have been predicting a sharp increase in consumer prices for some time. Inflation came this March, as the CPI
report showed prices are up +2.6% from a year ago. These numbers are well above the Federal Reserve target of
2.0%. Inflation skeptics have changed their talking point from “there is no inflation in sight” to “the inflation we are
seeing is temporary.” We do not believe this inflation is temporary. Rather, we think inflation will move higher from
here. The factors influencing inflation are almost all pushing higher. Monetarists point to an expanding money supply
and increasing monetary velocity. Keynesians look to fiscal policy and see trillion dollar deficit spending during an
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economic expansion. Supply-side economists note the reductions in capacity made over the past year to cut costs
during the pandemic. Every school of economics recognizes the inflationary impact of a tightening labor supply and
perhaps a reduction in globalization with higher tariffs.
Higher inflation means higher interest rates. Higher rates are good for value stocks relative to growth companies. The
trend is also better for businesses with strong balance sheets. Those with hard assets—such as Mosaic and MSGE—
should also outperform in our opinion.
____________________________________________________________________________________
Ariel Focus Fund is a non-diversified fund and therefore may be subject to greater volatility than a more diversified
investment. The Fund is often concentrated in fewer sectors than its benchmarks, and its performance may suffer if
these sectors underperform the overall stock market. The intrinsic value of the stocks in which the Fund invests may
never be recognized by the broader market. Investing in small cap and mid-cap stocks is more risky and more volatile
than investing in large cap stocks. Investing in equity stocks is risky and subject to the volatility of the markets.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 3/21/21, Ariel Focus Fund held the following positions referenced: Snap-on, Inc. 6.0%; Mosaic Co. 5.4%;
Nielsen Holdings plc 5.1%; Oracle Corp. 4.8%; Goldman Sachs Group, Inc. 4.8%; Lazard Ltd. 4.7%; BorgWarner, Inc.
4.6%; BOK Financial Corp. 4.5%; Madison Square Garden Entertainment Corporation 4.2%; Western Union Co. 4.0%;
Lockheed Martin Corp. 3.8%; KKR & Co., Inc. 2.0% and ViacomCBS. Inc. 0.8%. 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 Focus Fund.
For the year ended September 30, 2020, Ariel Focus Fund’s Investor Class had an annual net expense ratio of 1.00%
and an annual gross expense ratio of 1.25%. Effective February 1, 2014, Ariel Investments, LLC, the Adviser, has
contractually agreed to waive fees or reimburse expenses (the "Expense Cap") in order to limit Ariel Focus Fund's total
annual operating expenses to 1.00% of net assets for the Investor Class through the end of the fiscal year ending
September 30, 2022. The Expense Cap prior to February 1, 2014 was 1.25% for the Investor Class.
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.

Investors should consider carefully the investment objectives, risks, and charges and expenses before investing. For a
current prospectus or summary prospectus which contains this and other information about the funds offered by Ariel
Investment Trust, call us at 800-292-7435 or visit our website, arielinvestments.com. Please read the prospectus or
summary 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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