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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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Annualized
1Q2020

1 Year

3 Years

5 Years

10 Years

Since Inception

Ariel Focus Fund

-32.90%

-25.74%

-7.73%

-2.51%

3.92%

2.98%

Russell 1000® Value Index

-26.73%

-17.17%

-2.18%

1.90%

7.67%

5.39%

S&P 500® Index

-19.60%

-6.98%

5.10%

6.73%

10.53%

7.61%

The first quarter of 2020 was one of the most difficult we have experienced in over thirty five years in the capital
markets. We believe the U.S. economy will eventually rebound strongly from the impact of COVID-19 and many of
our portfolio companies will produce excellent returns from current distressed levels. But equity markets are currently
not focused on long-term prospects, instead discounting shares for the dramatic downturn that is likely to occur in the
U.S. and global economy in the 2nd and 3rd quarters. We are seeking to position Ariel Focus Fund to take advantage
of an economic recovery, a process we believe will begin in the fourth quarter of this year.
Ariel Focus Fund underperformed its primary benchmark and the broad market in the first quarter of 2020 declining
-32.90% versus a loss of -26.73% for the Russell 1000 Value Index and -19.60% for the S&P 500 Index. We entered
2020 believing the market was excessively concerned about a recession coming from a trade war with China, the
negative impact of Brexit, or the election of a president unfriendly to business; concerns that seem almost trivial in
hindsight. Our analysis suggested “safety stocks” (those companies such as consumer staples considered less
sensitive to broad economic factors) were overpriced. Likewise, extremely low interest rates had pushed investors to
stretch for yield bidding up the price of bond substitute stocks such as high dividend paying utilities. Our analysis also
suggested that technology companies including the so-called “FAANG” stocks were trading at excessive values. In the
recent rapid downturn, all three of these groups have outperformed. Investors have increased their preference for
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consumer staples, bond substitutes and technology issues. Our lack of exposure to these sectors had a significant
negative impact on performance in the quarter.
As we consider our portfolio today, we place companies into five categories. The first group consists of companies
whose business we believe will actually improve in the short run because of the Coronavirus: J.M. Smucker Company
(SJM), Progressive Corp. (PGR) and Johnson and Johnson (JNJ). SJM has seen sales of staples such as Jif peanut butter
and Folgers coffee grow double digits as consumers stock up on basic food items. JNJ has benefitted from a dramatic
increase in sales of over-the-counter medicines such as Tylenol and has announced encouraging prospects for a
COVID-19 vaccine. A significant decrease in driving will reduce accident rates thereby reducing claim losses for PGR,
at least in the short term. The market shares our positive assessment of the outlook for these companies and has
rewarded their shares accordingly. Therefore, we are not finding attractive opportunities in this category, but are glad
to own these names.
The second group are those companies whose business is generally unaffected either positively or negatively by the
pandemic. Mosaic Co. (MOS), an agricultural fertilizer company and Adtalem Global Education (ATGE), a provider of
health care educational services, fall into this group. Demand for grains and other farm products might actually grow
in the current environment, offset perhaps by slower fertilizer sales to Asia and Europe, at least in the short term. The
relative lack of population density in farming communities has reduced the spread of the virus among Mosaic’s
customers. We believe we could actually see an increase in acres planted after last year’s Midwest flood conditions.
The market, however, has grouped MOS with other natural resource companies (particularly oil and gas) who have
seen demand decline with the global slowdown.
Dissecting Our Portfolio
Mosaic’s shares declined -49.85% in the first quarter and we have been adding to our position. Adtalem’s nursing
and medical schools will continue to operate with an emphasis in online learning, a historic strength of the company.
Demand for doctors and particularly nurses will increase in the short term, although it will take time for this to
translate to increased enrollments. Its shares fell -26.60% in the quarter.
The third group are those companies who we anticipate will experience a short-term decline in their business but, in
our view, will enjoy pent up demand once we reach the other side of this crisis. Our favorite companies in this
category are Zimmer Biomet Holdings, Inc. (ZBH), Hanger, Inc. (HNGR) and KKR & Co. Inc. (KKR). ZBH makes
orthopedic products such as replacement hips and knees. There is no doubt non-emergency procedures such as hip
replacements will decline as hospitals concentrate on COVID-19 treatments. But, in our judgement, the total number
of orthopedic procedures performed through 2022 will not be reduced, only consolidated into the later part of this
year and next. Likewise, we believe demand for Hanger’s prosthetic products will come back sharply after orthotic
clinics are reopened, a development we expect in the second quarter. There is no doubt KKR’s current investment
portfolio will be negatively impacted by the downturn in capital markets and the global economy. But, the downturn
will also provide KKR with exciting investment opportunities for the billions they have raised in committed capital.
Likewise, institutional investors will appreciate the relative lack of volatility in KKR’s private funds, which are not
marked to market on a daily basis.
The fourth category are companies which will suffer a permanent reduction in value from the current crisis, but may in
some cases, see their stock prices decline by more than the loss in intrinsic value. Companies in the energy industry
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fall into this category. The total number of barrels of oil consumed worldwide through 2022 will be lower than
previously estimated. The world’s proven reserves have not declined, resulting in a negative shift in supply demand
curves. In January of this year, Apache Corporation (APA) announced a major oil discovery off the coast of Suriname
in South America. French oil giant, Total S.A. agreed to provide much of the development capital for new wells
sending APA shares up +79.50% on January 14, 2020 from their price on December 4, 2019. But since then, the
price of West Texas Intermediate crude oil has collapsed from over $60 to $20 in late March. Despite continued
positive developments on APA’s Suriname discovery, its stock price declined from $33 in January to $4 at quarter end,
a painful -83.54% decline. APA was rated investment grade by both rating agencies before March when S&P
downgraded the company to BB+, still the highest below investment grade rating. The credit default markets are
more pessimistic, however pricing insurance against default at over 900 basis points per year as we go to print in
early April. We believe APA will survive and its stock is trading well below its intrinsic value today. However, we
acknowledge APA’s fate is dependent on factors outside of its control such as the global price of oil. We have added
modestly to our position as a good risk reward opportunity but with our eyes wide open to the potential downside.
The fifth category contains companies who we believe have a high risk of not surviving the current crisis or suffering
levels of equity dilution making shares uninvestable. Some of these companies are in industries we found unattractive
before the pandemic. Others carried too much debt and will not generate sufficient free cash flow to service fixed
income obligations. Unfortunately we would place many companies in the airline industry in this category. Other
companies in this category include some restaurants, some ride sharing companies and perhaps even Airbnb, none of
which we own.
We began this letter by noting the current environment is the most difficult we have experienced in our career. We
entered this year believing investors were excessively pessimistic about risks such as Brexit and a trade war and were
overvaluing safe stocks and growth stocks. Our analysis found good companies with some exposure to the economy
were selling at attractive prices relative to our calculation of their intrinsic value. This positioning, both in terms of
what we owned and what we did not, hurt our absolute and relative performance in the quarter. But today our
portfolio trades at a large discount to private market value and at low multiples of normalized earnings. Once we
reach the other side of this pandemic crisis, we believe these issues will recover. And, we WILL reach the other side.
As always, we appreciate the opportunity to serve you and welcome any questions or comments you might have.
People Update
After more than 22 years at Ariel, our dear friend and long-time teammate, Roopa Weber, has decided to leave
the firm effective July 1st to take on a new challenge. Anyone who has interacted with Roopa knows she
personifies excellence. Her remarkable attention to detail and strong interpersonal skills have helped to
distinguish our client servicing efforts in the marketplace. As forever Roopa fans, we will be rooting for her as she
embarks on her next endeavor and have no doubt she will continue to excel.
Marlo Gaal recently joined the firm as our new Chief Talent Officer, leading all facets of our Human Resources
function. Marlo comes to Ariel from Groupon, where she most recently served as Senior Director of Human
Resources for North America. Prior to Groupon, she spent time working in senior human resources roles at both
Hyatt Hotels and OfficeMax. We are excited to have Marlo at Ariel. Her broad experience combined with her
personable and engaging leadership style will strengthen our culture and empower teammates to continue to
deliver exceptional results for our clients and shareholders.
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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 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 3/31/2020, Ariel Focus Fund held the following positions referenced: KKR & Co. 5.5%; Zimmer Biomet Holdings,
Inc. 5.1%; Johnson and Johnson 4.4%; Progressive Corporation 4.0%; Hanger, Inc. 3.5%; J.M. Smucker Company
3.3%; Mosaic Co. 3.1%; Adtalem Global Education 2.2%; and Apache Corporation 0.7%. 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
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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