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chip that could displace Dialog Semi's. We believe the market
overreacted to this news as our view is that Apple's
development efforts complement Dialog’s, rather than pose a
substitution threat. While we had taken profits in recent
months (at higher levels), at the current depressed share price,
we remain holders and may consider adding on
weakness.

The global equity markets continued to rally in the second
quarter and have now posted double-digit returns for the
year. For the quarter, foreign developed market stocks led
the way with a +6.12% gain, with large-cap U.S. stocks
rising +3.09% and small caps advancing +2.46%. The
markets were buoyed by continued signs of global
economic growth. With the ongoing political uncertainty in
the United States, some of the post-election ebullience has
waned allowing foreign markets to take the lead. Last
quarter, we discussed the relative valuations of the U.S.
and foreign markets. We continue to be wary of valuation
levels and indebtedness in the United States, and we are
finding more attractive risk and return profiles in
companies doing business in foreign markets.

Lastly, the stock price of food retailer Ahold N.V. fell -8.71% on
news that U.S.-based competitor Whole Foods Market, Inc.
would be acquired by Amazon.com, Inc. We disagree with the
market's assessment that Amazon’s entry is a slippery slope
that will disrupt the grocery business. We took advantage of
the disruption in Ahold's share price to add to our
position.

This quarter, the Ariel International (DM) Composite
returned +5.88% gross of fees (+5.67% net of fees),
trailing the MSCI EAFE Index’s +6.12% rise. For the yearto-date, the Ariel International (DM) Composite rose
+13.86% gross of fees (+13.41% net of fees), keeping
pace with the MSCI EAFE Index’s +13.81% rise.

We remain confident in our investment philosophy of owning
undervalued, out-of-favor, franchise-quality companies that are
misunderstood and therefore mispriced by the market. We
believe it is through the consistent adherence to our contrarian
philosophy and process that we are able to help our clients
meet their objective of generating wealth over the long term.

As our investment process is driven by bottom-up stock
selection, our performance is the sum of those decisions.
Nintendo Co., Ltd. outperformed, gaining +44.86%
during the quarter after reporting better-than-expected
sales of its new Switch console. The company also
announced a new lineup of well-received games and plans
to launch a paid online service for the Switch.

Note: Investments in foreign securities may underperform and
may be more volatile than comparable U.S. stocks because of
the risks involving foreign economies and markets, foreign
political systems, foreign regulatory standards, and foreign
currencies and taxes. The use of currency derivatives,
exchange-traded funds (ETFs) and other hedges may increase
investment losses and expenses and create more volatility.
Investments in emerging markets present additional risks, such
as difficulties in selling on a timely basis and at an acceptable
price. The intrinsic value of the stocks in which the portfolio
invests may never be recognized by the broader market.

While in aggregate we remain underweight in the financial
sector, because we find many banks to be too risky, our
investment in Deutsche Boerse AG once again contributed
positively to our results, rising +15.84%. The company
has announced initiatives to add new asset classes and is
expanding derivatives trading and big data to drive
continued growth.

Past performance does not guarantee future results. Results are
preliminary. Performance results are net of transaction costs
and reflect the reinvestment of dividends and other earnings.
For the period ended 6/30/17, the performance (net of fees) of
the Ariel International (DM) Composite for the 1-, 3-, and 5-

As to be expected over any short-term period, some
holdings in the portfolio detracted from performance. For
example, Dialog Semiconductor plc dipped -16.72% on
reports that Apple Inc. is developing a power management
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year periods was +13.49%, +2.46% and +10.15%,
respectively. For the period ended 6/30/17, the
performance of the MSCI EAFE Index for the 1-, 3-, and 5year periods was +20.27%, +1.15% and +8.69%,
respectively. Performance of the Ariel International (DM)
Composite has been reduced by the amount of the highest
fee charged to any client in the Composite during the
performance period. Actual fees may vary depending on,
among other things, the applicable fee schedule and
portfolio size. A complete fee schedule is available upon
request and may also be found in Ariel Investments LLC’s
Form ADV, Part 2. Returns are expressed in U.S. dollars.
Current performance may be lower or higher than the
performance data quoted.

appreciation as a primary objective. The strategy’s secondary
objective is to seek long-term capital preservation, to generate
attractive absolute and risk-adjusted returns, and to attain
higher relative returns compared to its benchmark over a full
market cycle. The strategy invests primarily in equity securities
of foreign (non-U.S.) issuers in developed international markets.
The Ariel International (DM) Composite differs from its
benchmark, the MSCI EAFE Index, because: (i) the Composite
has fewer holdings than the benchmark, (ii) the Composite will
invest in Canada, and (iii) the Composite will at times invest a
portion of its assets in the U.S. and emerging markets. Index
returns reflect the reinvestment of income and other earnings.
Indexes are unmanaged, and investors cannot invest directly in
an index.

This commentary candidly discusses a number of individual
companies. These opinions 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.

MSCI EAFE Index is an unmanaged, market-weighted index of
companies in developed markets, excluding the U. S. and
Canada. The MSCI EAFE Index net returns reflect the
reinvestment of income and other earnings, including the
dividends net of the maximum withholding tax applicable to
non-resident institutional investors that do not benefit from
double taxation treaties. MSCI uses the maximum tax rate
applicable to institutional investors, as determined by the
companies’ country of incorporation. Source: MSCI. MSCI
makes no express or implied warranties or representations and
shall have no liability whatsoever with respect to any MSCI
data contained herein. The MSCI data may not be further
redistributed or used to create indices or financial products. This
report is not approved or produced by MSCI.

As of 6/30/17, Nintendo Co., Ltd. constituted 3.4% of the
Ariel International (DM) Composite; Deutsche Boerse AG
6.7%; Dialog Semiconductor plc 1.1%; Apple Inc. 0.0%;
Ahold N.V. 4.8%; Whole Foods Market, Inc. 0.0%; and
Amazon.com, Inc. 0.0%. Portfolio holdings are subject to
change. The performance of any single portfolio holding is
no indication of the performance of other portfolio
holdings of the Ariel International (DM) Composite.
Ariel Investments, LLC (“Ariel”), a Delaware limited liability
company, is a federally registered investment adviser
regulated by the U.S. Securities and Exchange Commission.
Ariel is a money management firm headquartered in
Chicago, Illinois, and has offices in New York, New York,
and Sydney, NSW, Australia. Ariel offers investment
strategies that seek long-term capital appreciation by
investing primarily in equity securities. Ariel utilizes a
bottom-up, fundamental analysis to select quality company
stocks. Taking a long-term view and applying independent
thinking to investment decisions, Ariel spans the market
cap spectrum from micro to large and covers the globe
with international and global offerings. The Ariel
International (DM) strategy seeks long-term capital
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