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strategies, we continue to believe the company’s shares remain
undervalued. As businesses transition from legacy data
infrastructures to digital cloud services, we believe there is a
large secular opportunity for Microsoft and its shareholders in
the years to come.

2021 marked another historic year for markets. The MSCI
ACWI Index delivered its third straight-year of double-digit
gains and recorded its best three-year performance since
1999. Stocks overcame numerous headwinds including a
resurgence in COVID cases, rising inflation, worries over
the downturn in China and supply chain constraints. While
we expect volatility to remain elevated, we believe the
rebound is priced in and future global gains are likely to be
challenged. In our opinion, high trailing valuations
generally presage low if not negative intermediate returns.
During such environments, dividends can cushion on the
downside. Accordingly, we believe our global portfolios
will drive strong-longer-term performance, as they are
heavily weighted towards undervalued, higher dividend
yielding and higher quality defensive holdings. However,
this positioning has resulted in the Ariel Global
Concentrated Composite increasing +5.68% gross of fees
(+5.47% net of fees) in the quarter, underperforming the
+6.68% increase posted by the MSCI ACWI Index.

Health care leader GlaxoSmithKline plc also advanced following
solid earnings results highlighted by double-digit sales growth
in Pharmaceuticals and Vaccines, increased momentum in
Consumer Healthcare and solid cost containment. Management
also raised full-year guidance, reiterating their confidence in the
strengthening Research & Development pipeline and growth
outlook. Near term, the company is making progress towards
unlocking value by demergering / separating the Consumer
Healthcare segment. Longer term, we expect Glaxo to be a
substantial beneficiary of pent up demand in a post-pandemic
diagnostic and prescription environment.
Additionally, global pharmaceutical and diagnostics
leader, Roche Holding AG traded higher in the quarter on solid
earnings results and a subsequent raise in full-year guidance.
Top-line growth was driven by demand for COVID-19 tests, a
solid recovery in the core business as well as newly launched
medicines and diagnostics platforms. Roche has a strong
research & development franchise and exciting new drug
pipeline within its core oncology market. We expect the
company to benefit from a normalization in trends within the
diagnostics and prescription environment as COVID-19
dissipates.

Ariel’s non-consensus approach seeks to identify
undervalued, out-of-favor, franchise-quality companies
that are misunderstood and mispriced. The Ariel Global
Concentrated strategy continues to be significantly
overweight Communication Services, Health Care and
Consumer Staples. The portfolio is meaningfully
underweight Financials, Consumer Discretionary and
Information Technology and lacks exposure to Materials,
Industrials and Energy. At the sector level, stock selection
within Health Care and Information Technology were the
largest sources of positive attribution. By comparison,
relative exposure to Communication Services and
investment choices within Consumer Staples were the
largest detractors from results.

Alternatively, China’s internet search and online community
leader, Baidu, Inc. continued to weigh on performance in the
quarter. Tighter credit in China, increasing regulation for afterschool tutors and private education, as well as fallout fears
from balance sheet issues at real estate companies have driven
unfavorable investor sentiment for Chinese equities. In our
view, Baidu’s business model is generally unaffected by the
aforementioned developments and we believe any adverse
impacts on advertising to be short-term noise within the
context of our long-term investment horizon. Accordingly, we
remain focused on Baidu’s opportunity in internet search,
online advertising, cloud, artificial intelligence, online video and
autonomous driving.

Enterprise software provider Microsoft Corporation was a
top contributor in the period. The company is driving longterm value creation by capitalizing on a broad and deep
set of opportunities, including its hybrid cloud
infrastructure via Azure, Xbox cloud gaming, Office 365,
client relationship management system known as
Dynamics 365 and LinkedIn. Despite being a large, widely
recognized and long-standing holding in our global
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Shares of tobacco maker Philip Morris International Inc.
also traded lower in the period, however we believe this
price action runs counter to the company’s business
fundamentals. Global demand for Heat Not Burn Devices
(IQOS) surpassed an estimated 20 million total users in the
quarter driving high-single digit growth in IQOS unit sales.
Management expects this momentum to continue,
particularly with the recent launch of IQOS ILUMA in Japan.
In our view, the favorable economics and margin
expansion associated with market share gains from IQOS
and Reduced Risk Products highlights significant value
creation opportunities in the years ahead. Furthermore, at
current trading levels, we believe the company’s significant
operating leverage, strong pricing power, and improving
free cash flow profile offer a strong margin of safety. 1
Lastly, telecommunication service provider, China Mobile
Ltd. weighed on relative returns in the period, as
uncertainty surrounding China’s economic outlook and a
downturn in the property market left investors on the
sidelines of Chinese equities. We believe this price action
runs counter to the company’s strong business
fundamentals in mobile and fixed line markets. As such,
we remain focused on China Mobile’s dominant market
share, 5G data revenue growth, a growing business
division, prodigious free cash flow generation, and its
robust 6.5% dividend yield. Notably, we will fully comply
with the Executive Order and divest this position in a
manner that seeks to maximize the value of our client’s
portfolio prior to the sell requirement.
Although we did not initiate any new positions in the
quarter, we successfully exited our positions in French
pharmaceutical company Sanofi S.A. mass media and
telecommunications conglomerate Vivendi SE on share
price appreciation.
Uncertainty surrounding new COVID-19 variants, central
bank tapering, ongoing concerns around China growth
and policy, higher debt levels, political turmoil and supply
chain constraints present risks on a go-forward basis. We
believe high market valuations, growing inflation, and less
accommodative monetary policy should be top of mind for
investors. The best offense is often a good defense.
Ignoring market noise and searching instead for quality
companies with sustainable business models and robust
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balance sheets should help insulate on the downside. Our
higher dividend yielding global portfolios with lower financial
leverage are thus well positioned for future storms. While we
are disappointed this attention to risk-adjusted returns has
come at the expense of trailing underperformance, we remain
confident in our non-consensus approach. Looking ahead, we
are laser focused on uncovering and owning high quality,
idiosyncratic ideas that will offer superior upside with a margin
of safety.1

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. A
concentrated portfolio may be subject to greater volatility than
a more diversified portfolio. The intrinsic value of the stocks in
which the portfolio invests may never be recognized by the
broader market. The portfolio is often concentrated in fewer
sectors than its benchmarks, and its 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.
Past performance does not guarantee future results.
Performance results are net of transaction costs and reflect the
reinvestment of dividends and other earnings. For the period
ended 12/31/2021, the performance (net of fees) of the Ariel
Global Concentrated strategy for the 1-year and since inception
on 12/31/2019 was +9.06% and +7.93%, respectively. For
the period ended 12/31/21 the performance for the MSCI ACWI
Net Index over the 1-year and since inception of the Ariel
Global Concentrated strategy on 12/31/2019 was +18.54%
and +17.38%, respectively. Performance of the Ariel Global
Concentrated 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.

1 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.
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Returns are expressed in U.S. dollars. Current performance
may be lower or higher than the performance data quoted.
The Ariel Global Concentrated Composite differs from its
benchmark, the MSCI ACWI (All Country World Index),
because the Composite has dramatically fewer holdings
than the benchmark.
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 12/31/2021 Microsoft Corporation constituted
16.27% of the Ariel Global Concentrated (representative
portfolio); GlaxoSmithKline plc ADR 7.95%, Roche Holding
AG ADR 4.24%; Baidu, Inc. ADR 8.35%; Philip Morris
International Inc. 10.98%; China Mobile Ltd. 7.93%;
Sanofi S.A. 0.00% and Vivendi SE 0.00%. 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 Global Concentrated
Composite.
Glossary:

Return on Invested Capital (ROIC) - a measure of the
profitability and value-creating potential of companies
relative to the amount of capital invested by shareholders
and other debtholders. It indicates how effective a
company is a turning capital into profits. The ratio is
calculated by dividing after tax operating income by the
average book-value of the invested capital.
Spread - the amount by which the ask (offer) price exceeds
the bid (buy) price for an asset in the market.
Investors cannot invest directly in an index. The MSCI ACWI (All
Country World Index) is an unmanaged, market weighted index
of global developed and emerging markets. The MSCI 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.

Best-in-class - refers to superior brand/top performing
result relative to other competitors within the same
category or segment. This is the opinion of the team
and subject to change.
De-leveraging - when a company reduces its total
debt.
EBITDA stands for earnings before interest, taxes,
depreciation, and amortization.
Free Cash Flow - the amount by which a business’s
operating cash flow exceeds its working capital needs
and expenditures on fixed assets.
Intrinsic Value - the perceived measure of an asset’s
worth. Three different types of valuation work
encompass our calculation – a discounted cash flow
analysis, a change-of-control-based estimate and a full
trading value.
Margin - gauges the degree to which a company
makes money. It represents what percentage of sales
has turned into profits. Margin expansion is the
increase in rate of the profit.
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