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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. 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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Since Inception

Ariel Focus Fund

6.03%

-12.10%

-4.91%

0.41%

6.32%

7.23%

4.72%

Russell 1000® Value Index

5.59%

-11.58%

-5.03%

2.63%

7.66%

9.95%

6.51%

S&P 500® Index

8.93%

5.57%

15.15%

12.28%

14.15%

13.74%

9.29%

Ariel Focus Fund returned +6.03% in the third quarter, modestly outperforming the Russell 1000 Value Index which
serves as our primary benchmark and gained +5.59%. Meanwhile the S&P 500 Index earned +8.93%. While
performance in the second quarter was led by so-called “reopening stocks,” third quarter winners and losers came
from more company specific factors and less from macro themes. We continue to position Ariel Focus Fund for a postCovid vaccine economy with higher inflation, higher interest rates and market recognition of the intrinsic value in our
holdings.
Portfolio Drivers
In the third quarter, companies contributing most to performance were the Mosaic Company (MOS), ViacomCBS, Inc.
(VIAC) and Zimmer Biomet Holdings, Inc. (ZBH). Companies with the greatest negative contribution were Apache
Corporation (APA), Madison Square Garden Entertainment (MSGE) and Bank of New York Mellon Corporation (BK).
Mosaic Company surged +46.43% in the quarter continuing its recovery from a dramatic decline earlier in the year.
With improving diets around the world driving higher crop yields, demand for the company’s agricultural fertilizer
products should be predictable and growing. Corn, wheat, rice, and soybeans all need nutrients to grow. Nitrogen,
phosphates and potash are the core providers of these nutrients and will be for the foreseeable future. Mosaic is well
positioned to supply these growing markets with fertilizer mines strategically located near highly productive American
and Brazilian farmland. And yet, the stock has lagged as a direct result of poor industry capital management. In
anticipation of strong long-term growth, fertilizer producers spent far too much capital on new, lower cost mines. At
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the same time, heavy rains in North America prevented American farmers from planting while floods at the company’s
Brazilian mines dampened production and increased costs. Moreover, Covid caused a shift in U.S. food consumption.
Closed restaurants hurt farmers with large institutional customers. Recently, fertilizer market conditions seem finally to
have stabilized as a result of the US trade deal with China. Our long-term thesis is still in place. More protein calorie
consumption will continue to increase demand for agricultural products and therefore fertilizers. We still think Mosaic
will arrive at a good destination, but the road has been a lot bumpier than we anticipated.
ViacomCBS was our second-best contributor in the quarter increasing +21.08%. In March, its shares traded at a
remarkable 2 times forward earnings (see Figure 1 below)—levels we have not seen since the Great Recession. Many
thought the company would be a victim of cord cutting with a continuous decline in viewers. Combine this with the
cancellation of CBS’ highly profitable sports calendar (no Final Four, no Masters) and the bears drove ViacomCBS stock
from the high 60’s in 2017 to a low of $10.10 earlier this year. Fundamentally, ViacomCBS is a content creation
company which should be relatively indifferent to the platform from which its shows and movies are viewed. The
company’s streaming service CBS All Access has seen excellent subscriber growth. We also remain optimistic about
Paramount’s 2021 film slate including sequels to Top Gun and A Quiet Place. As we go to press, ViacomCBS stock has
rallied from its March low to $27.94. But despite this move, its shares still trade for an attractive 6 times forward
earnings which is why it is one of our top five holdings.
ViacomCBS Forward PE Multiple: October 2019 - October 2020:

(Figure 1)
Source: Factset

Zimmer Biomet is another top five holding that was our third best contributor during the third quarter, increasing
+14.26% as another top five holding. We believe demographic trends toward an aging population in the U.S. and
Europe will produce increased demand for Zimmer’s replacement hips and knees. With American hospitals forced to
cancel virtually all elective surgery over the last seven months, Zimmer’s sales dropped sharply. But demand for these
procedures has been delayed not cancelled. Unlike an empty airline seat, which is lost revenue forever, a canceled hip
replacement is more likely to be deferred revenue for Zimmer, not lost. Given the pent-up demand, 2021 sales could
be higher than pre-Covid. With its high customer satisfaction scores, we think the outlook for Zimmer is very bright,
both over the long-term and the relatively short-term.
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Portfolio Detractors
In Anna Karenina, Leo Tolstoy famously wrote “Each unhappy family is unhappy in its own way.” That is a good
description of our three biggest detractors during the quarter. Each was problematic in its own way. Apache
Corporation, whose stock recovered nicely in the second quarter after plummeting -83.54% in the first, dropped
-29.73% in the third quarter. Although the company has done an excellent job of discovering exciting new plays,
particularly its findings off the coast of Suriname, general negativity regarding the long-term outlook for gas-powered
automobiles (aided by California’s announcement of a goal of 100% electric vehicles) combined with lower short-term
oil consumption from a decrease in miles driven during Covid-19 have been a bad one-two punch. Energy has been
the worst performing equity sector over recent periods.
Madison Square Garden Entertainment declined -8.68% in the quarter. The company is another example of the
phenomenon we discussed regarding Zimmer, i.e. a company with undeniably strong negative COVID-19 headwinds,
but a long-term outlook that should be unimpaired. While we are extremely confident about the pent-up demand for
Zimmer’s replacement hips and knees, we will acknowledge the bear case on demand for venue-based entertainment.
After a Covid-19 vaccine, attendance at sporting events and concerts will return to pre-pandemic levels in a
reasonable period, in our opinion. Not everyone agrees with us. Shakespeare’s audiences eventually returned to
London theaters even after the Bubonic Plague killed a third of Europe. Madison Square Garden Entertainment’s stock
trades for about half of our calculation of its intrinsic value because some investors believe fans will never return to
watch the Knicks at Madison Square Garden or The Rockettes at Radio City Music Hall. We think these investors could
be right in the short-term. But we believe we will be right in the long-term. And we are the turtle people.
Finally, Bank of New York Mellon fell -10.39% in the quarter. We like a lot of things about the world’s largest custody
bank, not just that it was founded by Alexander Hamilton. Bank of New York Mellon trades for about 9 times our
calculation of next year’s earnings and at a +14% discount to its book value. That would be attractive in almost any
environment, but especially in this one. The company’s earnings are artificially low because of anemic interest rates.
For decades, custody banks have made a substantial portion of their revenue from investing client assets at rates well
above the short-term rates they pay. In a normal interest rate environment, the custody bank might earn 50 basis
points or more in interest income in excess of the rate paid. Large clients hate to move from one custody bank to
another and will accept some discount on the rates they earn, particularly on cash balances. In today’s market, with
short-term rates at or near zero, custody banks have no such opportunity. Many investors believe low interest rates
are here to stay. We believe the combination of record deficit spending, a revitalized economy post-Covid, and the
unsustainability of negative real rates will produce an increase in nominal rates at all points along the dollar yield
curve. Bank of New York’s earnings should move substantially higher.
Ariel Focus Fund ended the third quarter valued at 14.5 times forward earnings. This is 9 multiple points below the
S&P 500 which ended the quarter at 23.8. Our style of value investing is clearly out of fashion. It is our belief it will
not always be so.
Portfolio Comings and Goings
We initiated a position in the world’s leading provider of thermal cameras, FLIR Systems, Inc. (FLIR) in the quarter.
FLIR’s competitive advantages in industrial and defense thermal imaging technology provide an attractive long-term
financial profile. The company’s scale combined with a vertically integrated cost structure with a research and
development focus, allows it to price products competitively, earn operating margins above peers and consistently
reinvest in innovation. Investor concerns around an industrial recession and defense budget cut fears driven by the
pandemic provided us with an entry point to own this niche industry leader, with attractive long-term growth and
margin prospects.
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We also added a position in a special purpose acquisition company Pershing Square Tontine Holdings Ltd (PSTH) in
the quarter. This SPAC is a newly organized blank check company formed for the purpose of making mergers and
acquisitions run by Bill Ackman.
By comparison, we successfully sold out of Northern Trust Corporation (NTRS) and exited global leader in for-profit
education Adtalem Global Education Inc. (ATGE). We sold our long-term holding in Exxon Mobil Corp. (XOM) during
the quarter. We believe its stock price has been artificially supported by a high dividend; a dividend that significantly
exceeds its earnings per share. When this dividend is eventually cut, the company’s stock will have further to fall.

_____________________________________________________________________________________
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 companies. The intrinsic value of the stocks in which the
Fund invests may never be recognized by the broader market. Ariel Focus Fund is a nondiversified fund and therefore
may be subject to greater volatility than a more diversified portfolio.
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 9/30/2020, Ariel Focus Fund held the following positions referenced: ViacomCBS, Inc. 5.6%; Zimmer Biomet
Holdings, Inc. 5.4%; Madison Square Garden Entertainment Corp 4.7%; Mosaic Co. 4.2%; Bank of New York Mellon
Corporation 2.3%; Apache Corporation 1.8%; Pershing Square Tontine Holdings Ltd. 1.1% and FLIR Systems, Inc.
0.5%. 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, 2019, Ariel Focus Fund’s Investor Class had an annual net expense ratio of 1.00%
and an annual gross expense ratio of 1.23%. 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, 2021. 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
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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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