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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 the Funds may be obtained by visiting our website,
arielinvestments.com.
ARIEL FUND PERFORMANCE INVESTOR CLASS | ARGFX
As of March 31, 2020
Inception date: November 6, 1986

Annualized
1Q2020

1 Year

3 Years

5 Years

10 Years

Since Inception

Ariel Fund

-35.14%

-31.23%

-8.78%

-3.42%

5.90%

9.51%

Russell 2500™ Value Index

-34.64%

-28.60%

-8.40%

-2.14%

5.65%

9.45%

Russell 2500™ Index

-29.72%

-22.47%

-3.10%

0.49%

7.73%

9.47%

S&P 500® Index

-19.60%

-6.98%

5.10%

6.73%

10.53%

9.76%

ARIEL APPRECIATION FUND PERFORMANCE INVESTOR CLASS | CAAPX
As of March 31, 2020
Inception date: December 1, 1989

Annualized
1Q2020

1 Year

3 Years

5 Years

10 Years

Since Inception

Ariel Appreciation Fund

-31.43%

-26.09%

-7.64%

-3.05%

5.72%

8.94%

Russell Midcap® Value Index

-31.71%

-24.13%

-5.97%

-0.76%

7.22%

9.76%

Russell Midcap® Index

-27.07%

-18.31%

-0.81%

1.85%

8.77%

10.05%

S&P 500® Index

-19.60%

-6.98%

5.10%

6.73%

10.53%

9.10%

As our world confronts the most daunting challenge of this century, we want to start by expressing our deepest
condolences to those who have lost family, friends and colleagues as a result of the COVID-19 pandemic. We also
want to offer our sincerest and heartfelt thanks to those on the frontlines who are risking their own health and wellbeing for our common good. No words can adequately convey our appreciation.
There is a surreal quality to life these days. Just a few weeks ago, the U.S. economy was literally humming:
unemployment was at a 50-year low; investors continued to benefit from the longest bull market in history; and with
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Chinese trade war tensions subsiding, the 2020 outlook was promising. All of this changed suddenly. As Barron’s
noted, “COVID-19 is a health crisis, an economic crisis, and a financial crisis rolled into one . . .”1 With the majority of
our citizens sheltered in place and non-essential businesses forcibly shut down, records were smashed when nearly 10
million people filed for unemployment insurance in the second half of March and the stock market see-sawed from
bull-to-bear status in just 20 days—“the fastest 20% drop in history.”2
While there were degrees of bloodletting, nothing was spared. Large stocks lost less than mid-sized issues, which did
better than the small fries. Once again, growthier names continued to outperform their value counterparts. Here it is
worth noting, the eye-popping performance gap between large cap growth and small cap value that has persisted in
recent years was blown out even further. Although we hate to lose money, we take solace in the fact that we mostly
kept up with our primary benchmarks. For the three months ending March 31, 2020, Ariel Fund fell -35.14% versus
-34.64% for the Russell 2500 Value Index. The Russell 2500 Index dropped -29.72%. The slightly larger stocks in
Ariel Appreciation Fund declined -31.43% compared to -31.71% for the Russell Midcap Value Index and -27.07% for
the Russell Midcap Index. Under the circumstances, we were not surprised our Consumer Discretionary issues in both
portfolios languished during the period. By contrast, our stock picking in the Financial Services sector positively
contributed to our results.
Unprecedented 4.0
One might think there are few times in life when the extraordinary plays out. Famed economist Nassim Taleb labeled
such events “black swans” after birds that are real but exceedingly rare. We have been pondering this notion of late
and in so doing, realize that we have lived through quite a few “unprecedented” moments in our firm’s 37-year
history. In hindsight, each circumstance appears to have added to our muscle memory and strengthened our
collective ability to manage in a crisis.
Early on, there was the Crash of 1987 when the Dow Jones Industrials plummeted -22%—the biggest one day drop
in its history. Ariel was four years old as a firm and, like any small child, just learning our way in the world. When
confronted with the falling wreckage on that fateful Monday, we did not run for cover. Instead, we called our clients
to ask for more money to take advantage of what we thought to be “once in a lifetime bargains.” This contrarian lens
served us well and drove our outperformance as the market recovered all losses by September 1989.
We all remember where we were on the morning of Tuesday, September 11, 2001 when New York’s Twin Towers fell
in a terrorist attack. It was a senseless and unfathomable event that not only took thousands of precious lives, but
initiated a new level of security protocol into our everyday existence. We waited out the following six days of a stock
market shutdown by planning our “buys” in what many feared would be a very bad open. There was no way of
knowing how big the losses would be, but our long-term, patient approach told us that the pain would not last
forever. (While those six days seemed like an eternity, they pale in comparison to the 4-month stock market closure
that occurred at the start of World War I). Again, going against the grain paid off. “The market dropped 5% on
reopen and sold off 12% at its lowest point shortly after September 11, which is less than many had feared just days
before . . . One month after the attacks, the S&P 500 was back at its level from September 10.”3
Hands down, the 19-month long Global Financial Crisis that started in 2008 represents the most challenging time in
our firm’s history. We underperformed our benchmarks which led to significant client attrition. The period tested our
mettle and led to a great deal of soul searching. We re-examined every aspect of our philosophy and processes. As a
result, we implemented our own proprietary moat and debt ratings as well as formalized the role of the devil’s
advocate. There is little question that we came away from this period with a profoundly heightened awareness of
Levisohn, Ben. “Crisis Playbook.” Barron’s. March 16, 2020. Cover.
Winck, Ben. “The Dow plunged into a bear market in just 20 days—the fastest 20% drop in history.” BusinessInsider. March 12, 2020.
3 Mackintosh, Phil. “Closing Markets is Not the Answer.” Nasdaq.com. March 26, 2020.
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liquidity and risk of financial distress broadly. Realizing that contrarian buying in the face of weakened balance sheets
ends in tears, we significantly improved our balance sheet work and added several more layers of rigor to our
analysis. We also leaned on behavioral finance concepts to help us grow as effective and evolved contrarians. In the
end, our strong returns coming out of the crisis underscored the merits of our learning culture and furthered our
convictions.
Crisis Playbook
While a worldwide pandemic may be in a category all its own, we believe everything we have experienced up to this
moment has helped prepare us for this new unknown. We agree with JP Morgan Chase (JPM) CEO, Jamie Dimon,
who recently wrote in his own annual letter, “Entering into a crisis is not the time to figure out what you want to be.
You must already be a well-functioning organization prepared to rapidly mobilize your resources, take your losses and
survive another day for the good of all of your stakeholders.”4
We are battle-tested and battle-ready. Although sheltered in place, our investment team is formally meeting and in
constant contact every day as if we were all only an office away. When there is indiscriminate selling—like we have
seen recently—we must prioritize the opportunities at hand with a clear eye on avoiding any permanent loss of
capital. The goal is to be quick, but not in a hurry. As Warren Buffett has said, “Widespread fear is your friend as an
investor because it serves up bargain purchases.”5 To that end, we start by re-assessing every name in our existing
portfolio. Here, we can act with speed because of our deep knowledge of the companies. Since we are in no way
beholden to what we already own, we re-examine our portfolios from a fresh perspective. The question becomes one
of upside versus downside. To that point, there are instances when stocks that have held up relatively well are sold in
favor of washed-out issues with higher return potential.
Next, we focus on our “watch list” which is comprised of names that we want to own but only at the right price. This
list includes some past holdings that we would like to purchase again. In calmer times, we do a lot of work
opportunistically evaluating companies since we know business quality changes at a much slower rate than market
price. With this forward-thinking preparation, we can move fast when needed. Now, as we scrutinize these potential
holdings, we must re-price each company against the backdrop of a new environment. If valuations look compelling,
we may initiate positions.
Lastly, we consider the brand new ideas. Here the goal is precision. How precisely can we assess the fallout and
possible opportunity in the context of our existing knowledge and expertise? With new ideas in abundance, there is
no need to stretch. Working within our “circle of competence” augments our conviction while also helping us avoid
the proverbial “swings and misses.” Balance sheet analysis dominates all of our discussions. Accordingly, we stress
test a variety of extreme liquidity scenarios to first prove any potential new idea can survive this pandemic.
This crisis will end. The question is not “if,” but “when.” Although we consider “best-case” and “worst-case”
outcomes, the “base case” serves as the foundation of our analysis.6 Currently, our base case scenarios assume a “U”
shaped recovery marked by six months of severe economic pressure with underlying stresses equivalent to the worst
of 2008-2009. With low expectations for the rest of this year, we believe 2021 will look more like the fundamentals
we saw in 2019. If our view proves correct, today’s buys will be very profitable. If the recovery plays out over a
longer period, picking up shares now still makes sense, albeit with less upside in the intermediate term. The good
news is that given our long term approach, we can be wrong and still be right.

JP Morgan Chase & Co. (2020). 2019 annual report. Retrieved from
https://www.jpmorganchase.com/corporate/investor-relations/document/annualreport-2019.pdf
5 Constable, Simon. “Buy the Panic.” The Wall Street Journal. April 6, 2020, pg. R6.
6
Base case models assumptions deemed most likely to occur. The financial results for the base case sit between those of the best (upside) case
and worst (downside) case.
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Portfolio Comings and Goings
As noted earlier, it has been a busy shopping period. In Ariel Fund, we initiated a position in Envista Holdings
Corporation (NVST), a dominant global dental supplier that was recently spun out of global science and technology
conglomerate, Danaher Corporation (DHR); and Vail Resorts Inc. (MTN), America’s largest ski resort operator.
Meanwhile, we sold Western Union Company (WU) when it began to approach our estimate of full value. We also
eliminated MTS Systems Corporation (MTSC)—a manufacturer of testing systems and sensor technologies—to pursue
more compelling opportunities.
In addition to including Envista Holdings and Vail Resorts in Ariel Appreciation Fund, we added financial services
powerhouse, Charles Schwab Corporation (SCHW), as well as The Goldman Sachs Group (GS)—whose #1 position in
the merger and acquisition space over the past five years produces one of the highest returns on equity in the
business. We also bought shares of bar-code manufacturer, Zebra Technologies Corporation (ZBRA)—a name that we
have owned and know well. On the flip side, we eliminated famed jewelry retailer, Tiffany & Co (TIF), after its
successful acquisition by Moët Hennessy Louis Vuitton SE (LVMH).
As always, we appreciate the opportunity to serve you and welcome your questions or comments. We also want to
thank everyone at Ariel for making adjustments that allow us to continue operating at the highest level to serve you
while staying safe.

Investing in small- and mid-cap stocks is more risky and volatile than investing in large-cap stocks. The intrinsic value
of the stocks in which the Funds invest may never be recognized by the broader market. The Funds are often
concentrated in fewer sectors than their benchmarks, and their performance may suffer if these sectors underperform
the overall stock market.
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.
For the year ended September 30, 2019, the Investor Class shares of Ariel Fund and Ariel Appreciation Fund had
annual expense ratios of 1.02% and 1.14%, respectively.
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As of 3/31/2020, Ariel Fund held the following positions referenced: Envista Holdings Corporation 2.1%; and Vail
Resorts Inc. 1.5%. As of 3/31/2020, Ariel Appreciation Fund held the following positions referenced: Charles Schwab
Corporation 1.8%; Zebra Technologies Corp. 1.1%; Vail Resorts Inc. 1.0%; Goldman Sachs Group, Inc. 1.0%; and
Envista Holdings Corporation 0.7%. 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 Fund or Ariel Appreciation Fund.
Portfolio holdings mentioned do not represent all holdings purchased or sold for the Funds.
Index returns reflect the reinvestment of income and other earnings. Indexes are unmanaged, and investors cannot
invest directly in an index. The Russell 2500™ Value Index measures the performance of the small to mid-cap value
segment (companies with lower price-to-book ratios and lower forecasted growth values) of the U.S. equity universe.
The Russell 2500™ Index (a subset of the smallest 2500 companies of the Russell 3000® Index) measures the
performance of the small to mid-cap segment of the U.S. equity universe. The Russell Midcap® Value Index measures
the performance of the mid-cap value segment (companies with lower price-to-book ratios and lower forecasted
growth values) of the U.S. equity universe. The Russell Midcap® Index measures the performance of the mid-cap
segment (a subset of the smallest securities Russell 1000® Index) 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 that 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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