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DEAR FELLOW SHAREHOLDER:
Ariel Focus Fund returned -4.71% in the third quarter,
trailing the Russell 1000 Value Index which lost -0.78% and
the S&P 500 Index which gained +0.58%. Year-to-date,
Ariel Focus Fund has earned +15.44% compared to
+16.14% for the Russell 1000 Value Index and +15.92%
for the S&P 500. Value generally underperformed growth
in the quarter. In addition, our performance was hurt by
two media-related holdings: Madison Square Garden
Entertainment (MSGE) and Nielsen Holdings (NLSN).
By contrast, natural resource company investments,
particularly Mosaic Company (MOS) and APA

Corporation (APA), have performed well this year,
helped by increasing investor concerns regarding inflation.
OUR CONTRIBUTORS
In the opening lines of Anna Karenina, Leo Tolstoy famously
wrote, “All happy families are the same. Each unhappy
family is unhappy in its own way.” We think this opening
line may apply to equities as well. High performing
companies often share certain traits, while
underperforming stocks often have their own unique
challenges. Quality companies tend to be leaders in their
industries with some economic competitive advantage.

Performance data quoted represents past performance. Past performance does not guarantee future results. All performance assumes the reinvestment of
dividends and capital gains and represents returns of the Investor Class shares. 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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Their managements are focused in their efforts and good
capital allocators in different market environments. They
have strong balance sheets without excessive debt. They
run their companies with an understanding of the key
environmental, social and governance issues that could
harm their stakeholders.
Our third quarter contributors generally fit this “happy
family” description. Mosaic Company is the largest
contributor to performance this year as well as our
biggest holding as we go to print. The company returned
+12.20% in the quarter and +56.16% so far this year.
We have long believed Mosaic is well positioned to help
the world feed its 7 billion people with a better diet amid
finite agricultural resources. The company’s nutrients,
particularly phosphates and potash, are key to improving
yields on the limited number of global acres devoted to
farming. Mosaic believes up to 60% of the yield on many
crops is determined by the appropriate application of
nutrients. For this reason, the company has remained
focused on expanding its leadership position in this core
fertilizer business. For several years, this concentrated
effort did not show results. But in 2021, Mosaic’s focus
began to pay off. Strong U.S. crop prices as well as growing
transportation costs for imported fertilizer from overseas
mines have led to improved earnings expectations. Last
December, analysts showed a mean estimate for Mosaic
2021 EPS of $1.43. Today, those same analysts expect the
company to earn $4.67! Estimates for 2022 EPS have also
increased dramatically from $2.10 as of December 2020 to
$4.99 today. We believe Mosaic will also continue to benefit
from global inflation.
Two other contributors to performance in the quarter
also benefited from increased investor attention on inflation
and subsequently higher energy costs. BOK Financial
Corporation (BOKF, the old “Bank of Oklahoma”) and
APA both saw their shares bid up on the prospect for
higher oil and natural gas prices. APA has returned
+51.67% through the third quarter while BOK Financial
Corp. returned +33.12% for the same period.
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BOK Financial, a leading lender to the energy industry
throughout the Southwest is also benefiting from the
strength in the regional economy. When energy does well,
all of Oklahoma gets a boost. The bank will also do well in
the higher interest rate environment we have been
anticipating. Led by its chairman George Kaiser, we believe
BOK Financial is one of the country’s best lenders to the
U.S. oil and gas industry.
OUR DETRACTORS
The largest detractors from third quarter performance
were consistent with the Tolstoian idea that unhappy
companies are often unhappy for their own specific
reasons. Nielsen Holdings fell -22.0% in the quarter.
Last year, we were pleased with the recovery of the
company’s stock price as it successfully completed the
separation of its “Buy” business (which measures market
share for consumer products at retail) from its “Watch”
business (which measures viewership ratings across media).
This past September, the Media Rating Council (MRC)
suspended the accreditation of Nielsen’s TV ratings alleging
the company undercounted viewers during COVID-19.
For years, TV broadcasters have complained that Nielsen’s
ratings do not measure all the ways people watch
broadcast television, particularly on alternative mobile
devices. Nielsen acknowledges COVID-19 reduced its
rating panel participant home visits. Looking forward, we
believe the company is well on its way to delivering Nielsen
ONE, a more technologically advanced methodology for
measuring viewers across linear and digital platforms.
While there is indeed displeasure with Nielsen’s breadth of
measurement, our conversations with industry participants
suggest there is no realistic competitor for advertisers.
Advertisers still insist on an independent, unbiased source
of viewership data and are not satisfied with broadcasters
who report their own ratings and “grade their own
homework.” We believe the MRC accreditation will be
restored in a matter of months, not years, and Nielsen’s
stock is attractively priced after its recent pullback.

Madison Square Garden Entertainment (MSGE)
declined -13.46% during the quarter. Earlier this year,
MSGE announced its re-combination with the regional
sports network (“RSN”) Madison Square Garden
Networks (MSGN). Wall Street shared our concerns
about the transaction driving MSGE’s stock down from
a high of $121.42 this past March to $82 following the
announcement of the deal. The stock has continued to drift
lower as Comcast publicized its plan to drop MSGN from
its cable lineup. Although they share a name and corporate
history, both versions of Madison Square Garden have
operated in very different businesses with very different
growth profiles and only modest operating synergies.

We continue to believe our opinion that bonds are
generally overpriced. As we go to press, the widely
followed Barclays Bond Index (“The Barclays Agg”)
has returned -2.87% year-to-date, while the S&P 500 is up
+21.94%. The 10-Year U.S. Treasury has increased from
+0.92% to +1.54% today and could go significantly higher
over the next several years.

Despite this disappointing outcome, we now believe the
negative reaction is dramatically overdone. With the stock
below $70 as we go to print, the shares trade for just a
little more than half of what we believe is their $130
intrinsic value. Right now, MSGE stockholders are an
unhappy family. But we all own a very undervalued stock.

Charles K. Bobrinskoy

As always, we appreciate the opportunity to serve you and
welcome any questions or comments you might have.
Sincerely,

Vice Chairman and Portfolio Manager

“ After more than a decade of
growth stock dominance, value
stocks are currently attractively
priced relative to growth.”
OUR OUTLOOK
Looking forward, three themes are likely to drive
performance. As we have discussed, after more than a
decade of growth stock dominance, value stocks are
currently attractively priced relative to growth. At quarter
end, Ariel Focus Fund trades below the forward price/
earnings multiple of our Russell 1000 Value benchmark
making us “more value” than even the value benchmark.
Second, inflation is here and not going away anytime soon.
Third, interest rates are on the rise and are likely to keep
going up.

Bonds are fixed income securities in that at the time of the purchase of a bond, the amount of income and the timing of the payments are known. Risks of bonds
include credit risk and interest rate risk, both of which may affect a bond’s investment value by resulting in lower bond prices or an eventual decrease in income.
The Bloomberg US Aggregate Bond Index is a broad-based flagship benchmark that measures the investment grade, US dollar-denominated, fixed-rate taxable
bond market. The index includes Treasuries, government-related and corporate securities, fixed-rate agency MBS, ABS and CMBS (agency and non-agency).
Provided the necessary inclusion rules are met, US Aggregate-eligible securities also contribute to the multi-currency Global Aggregate Index and the US
Universal Index. The US Aggregate Index was created in 1986, with history backfilled to January 1, 1976.
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