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From:
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Re:

Ariel International Fund and Ariel Global Fund 1Q21 Client Letter
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 INTERNATIONAL FUND PERFORMANCE INVESTOR CLASS | AINTX
As of March 31, 2021
Inception date: December 30, 2011

Annualized
1Q21

1 Year

3 Years

5 Years

Since Inception

Ariel International Fund

0.14%

23.89%

2.42%

4.41%

5.77%

MSCI EAFE

3.48%

44.57%

6.02%

8.85%

7.86%

MSCI ACWI ex-US

3.49%

49.41%

6.51%

9.76%

7.42%

ARIEL GLOBAL FUND PERFORMANCE INVESTOR CLASS | AGLOX
As of March 31, 2021
Inception date: December 30, 2011

Annualized
1Q21

1 Year

3 Years

5 Years

Since Inception

Ariel Global Fund

3.47%

28.51%

6.60%

7.62%

8.38%

MSCI ACWI Index

4.57%

54.60%

12.07%

13.21%

11.35%

Risky Business
Markets worldwide continued their march higher in the first quarter, despite a wild ride of volatility. Building on
the rotation toward cyclical sectors that began in November of last year, value bested growth, small cap issues
outperformed their large cap brethren and investors increased their appetite for risk. Rampant speculation across
small-cap meme stocks, cryptocurrencies and blank check, special purpose acquisition companies (SPACs), as
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well as the dramatic fire sale of leveraged equity bets made by Archegos Capital Management sent shock waves
across global markets—drawing regulatory scrutiny. Nonetheless, the recovery moved forward as positive news
of strong COVID-19 vaccine efficacy, along with a new U.S. fiscal stimulus package fueled a global reflation trade
in favor of stocks sensitive to economic momentum. While we are disappointed, we are not surprised that our
global portfolios, which are currently weighted towards high quality and more defensive larger cap names with
secular growth prospects struggled to keep pace in a market rewarding small cap, cyclical growth and low
quality, as well as flows, over fundamentals.
The Reflation Trade
Overall, global equities are up over 64% from their pandemic lows, buoyed by record levels of fiscal stimulus,
ultra-low rates and rosy expectations for a vaccine-led reopening of economies. While high-flying large cap
growth and momentum stocks led the way through most of 2020, in early November, the pendulum began
swinging in the opposite direction. Market participants piled into the distressed cyclicals and deep value stocks
hardest hit by the pandemic.
As investors bid up issues across the Energy, Financials, Industrials, Materials and Consumer Discretionary
sectors, valuations soared indiscriminately. Low quality, highly levered companies with mediocre normalized
returns on invested capital reaped similar rewards to those demonstrating strong fundamentals and solid
earnings trends. Today, the cyclical trade appears to be increasingly stretched. Exhibit 1 below highlights the
relative 2-year forward price-to-earnings ratio of cyclicals relative to defensives is close to a record-high. Exhibit 2
showcases the only time cyclicals have been more expensive relative to defensives on price-to-book value (PBV)
was during the dotcom bubble.1

Success starts with discipline
We view the equity landscape as conceptually analogous to a barbell, with consensus gravitating towards two
extremes—hyper growth and distressed cyclicals—in the last twelve months. Over this time frame,
underweighting both ends and positioning in high quality, steady growth companies resulted in our global
portfolios underperforming their respective benchmarks.

Garman, Matthew, et al. “Upgrading Pharma, downgrading Consumer Services and Transport.” Morgan Stanley & Co. International Research.
31 March 2021.
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While markets may change from one period to the next, our investment discipline remains the same. We are
biased towards undervalued, out-of-favor, franchise-quality companies that are misunderstood and therefore
mispriced by the market. We seek to reduce risk by avoiding those businesses that are likely to experience
operational or financial distress, become marginalized over time, or are too risky to justify blue sky forecasts.
We place a rigorous focus on normalized growth and return prospects, sustainable business models and
balance sheet resilience. We do not define ‘value’ by statistical cheapness as reflected by a headline valuation
multiple. Instead, our approach focuses on margin of safety2 as measured by discount to intrinsic worth.
As such, our philosophy and bottom-up fundamental research has our global portfolios positioned in the middle
of the barbell— overweight steady but not heady growth companies, at reasonable but not bargain-basement
valuation multiples. These characteristics are presently found in defensive sectors—Health Care, Communication
Services and Consumer Staples. Notably, the value spread for our current positioning has materially improved
as—“the relative two-year forward price-to-earnings ratio of defensives is at its lowest level since 2010, and
defensives are offering a dividend yield above the wider market for the first time in seven years.”3
Lose the battle to win the war
While current portfolio positioning appears to be out of fashion with what is in vogue, it is consistent with our
time-tested investment strategy. Our portfolios are constructed around stocks where we believe our
differentiated, non-consensus view will drive idiosyncratic alpha generation. The current characteristics of our
portfolios are a testament to this. The table on the next page highlights the higher returns on equity, lower
financial leverage and attractive dividend yields of our portfolio holdings relative to the benchmark.
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Attempting to purchase with a margin of safety on price cannot protect investors from the volatility associated with stocks, incorrect
assumptions or estimations on our part, declining fundamentals or external forces.
3
Garman, Matthew, et al. “Upgrading Pharma, downgrading Consumer Services and Transport.” Morgan Stanley & Co. International Research.
31 March 2021.
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Portfolio Characteristics
As of March 31, 2021

Return on Equity
(5 year avg)
Debt/Equity
Dividend Yield

Ariel
International
Fund
18.64

MSCI
EAFE

Ariel Global
Fund

MSCI
ACWI

14.61

21.98

21.56

0.53
3.50

0.73
2.27

0.57
2.95

0.72
1.73

Note: Return on Equity, Debt/Equity and dividend yield are generated through FactSet. Data shown above is
for representative portfolio. Client restrictions will cause variances in the above.

We view our recent underperformance as the price we are paying for staying the course. Although we may have
lost the battle, we aim to win the war. We believe our superior portfolio characteristics will pave the way for
portfolio outperformance over a full market cycle.
In the words of Harriet Beecher Stowe, “Never give up, for that is just the place and time that the tide will turn.”

______________________________________________________________________________
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 and exchange-traded funds (ETFs) 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 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. Investing in
equity stocks is risky and subject to the volatility of the markets.
For the year ended September 30, 2020, Ariel International Fund's Investor Class had an annual net expense ratio of
1.13% and an annual gross expense ratio of 1.33%. For the year ended September 30, 2020, Ariel Global Fund's
Investor Class had an annual net expense ratio of 1.13% and an annual gross expense ratio of 1.46%. Effective
November 29, 2016, Ariel Investments, LLC, the Adviser, has contractually agreed to waive fees or reimburse
expenses (the "Expense Cap") in order to limit each Fund’s total annual operating expenses to 1.13% of net assets for
the Investor Class through the end of the fiscal year ending September 30, 2022. The Expense Cap has been lowered
over time.
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 3/31/21 the Ariel International Fund held the following position referenced: Baidu, Inc. ADR 5.5%. As of
3/31/21, the Ariel Global Fund held the following position referenced: Baidu, Inc. ADR 7.7%. Portfolio holdings are
subject to change. The performance of any single portfolio holding is no indication of the performance of other
portfolio holdings of the Funds. Portfolio holdings mentioned do not represent all holdings purchased or sold for the
Funds.
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Investors cannot invest directly in an index. The MSCI EAFE Index is an unmanaged, market-weighted index of
companies in developed markets, excluding the United States and Canada. The MSCI ACWI (All Country World Index)
ex-US is an unmanaged, market-weighted index of global developed and emerging markets, excluding the United
States. The MSCI ACWI (All Country World Index) is an unmanaged, market-weighted index of global developed and
emerging markets. All MSCI Index returns are net, which 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. 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 indexes or financial products. This report is not approved or
produced by MSCI. (Source: MSCI.)

Investors should consider carefully the investment objectives, risks, and charges and expenses before investing. For a
current summary prospectus or full 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 summary
prospectus or full 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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