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Source: Irish Life Investment Managers Ltd (Performance is quoted gross of tax and net of fund management charge) and Bloomberg as at 29th June, 2018. The fund
management charge and product charges will vary depending on the terms and conditions of your policy.

FUND OVERVIEW

The aim of the Davy Global Alpha Fund (the ‘Fund’) is to achieve capital growth through investing in industry leading equity funds. The Fund may
be appropriate for conservative equity investors seeking to spread risk while retaining the potential for outperformance. It may be suitable as a
core holding due to its regional diversification, style blend and focus on skilled managers.

FUND PERFORMANCE

For investors in many asset classes as Charles Dickens wrote in “A Tale of Two Cities” 2018 has seen both the best of times and the worst of times,
as total market returns have masked the intra half-year volatility in many asset classes, sectors and stocks. For investors taking a longer-term view
equities at current valuation levels continue to offer upside as long as recession is averted. The disparity between current and cyclically adjusted
PE ratios, especially in the States, highlights that this has been an elongated economic cycle. Work by a number of economists, including Ben
Bernanke previous Fed Chair, have argued that upswings do not end from old age alone. Ends to economic cycles typically occur through economic
imbalances and whilst in the short term these seem absent from the global economy certain threats or risks have increased during Q2. Whilst
the acceleration in the global economy seen in 2017 has moderated, growth for this year, together with improvements in company profitability,
looks certain to occur. One of the most important questions for investors to focus on is how long the current economic upswing can continue.
Here history is less of a useful guide as the atypical nature of the downturn and upswing means there are no recent cycles to judge today’s
world against.
Over the quarter the MSCI World Index rose by 7.2%, whilst the Global Alpha Fund increased by 9.2%. The stand-out performer over the quarter was
the Baillie Gifford American Fund which rose by approximately 23%, more than double the return of the S&P500 index. Performance was driven
by its overweight position in disrupter type names, particularly the so-called US FANGS of Facebook, Amazon, Netflix and Google (Alphabet). After
a period of volatility in Q1 which started in February US Technology names have rebounded strongly as these strong global businesses continue
to offer investors a perceived defensive as well as fast growing earnings profile. Other US funds within the portfolio such as the JPM US Select
returned marginally below the S&P 500, whilst the Schroder Mid Cap Fund delivered a return of over 9% during the quarter.
Asia and in particular other Emerging Markets had a difficult Q2, after strong performance in 2017 and Q1; expectations of further US monetary
tightening led to tougher domestic liquidity conditions within many countries. Funds in this area utilised in Global Alpha have always been selected
for their defensive qualities and, for example, in Asia during the quarter, while passive investment options rose around 2%, the FSSA Asia Focus
Fund returned over 3.6% which was a first quartile return. The Stewart Investors Asia Pacific Leaders returned over 6% during the quarter. Within
Emerging Markets, while the index was down close to 3% the Stewart Investors GEM Leaders Fund held within Global Alpha rose close to 2%.
The Asia and Emerging Markets funds have always been chosen with at least as much an eye on downside risk management in difficult markets
as upside potential. The Stewart Investor teams’ funds have been present in Global Alpha since launch and have avoided large drawdowns in this
sometimes volatile part of the world.
The UK equity market had a strong Q2 with both the Old Mutual Mid Cap Fund and the Standard Life UK Smaller Companies Fund delivering
returns broadly in line with the Index of over 8% during the quarter. Both funds have a growth orientation and are looking for businesses that
can continue to grow at a fast rate within the respective niches they operate in, and sometimes this niche is a global rather than just a country
or regional one. Both funds are investing in businesses which are growing faster than the market average and expect this to be sustained for a
number of years.
In Japan the FSSA Japan Focus Fund again had an excellent quarter returning over 6% against an index increase of around 4%. The focus within
the portfolio on companies in the manufacturing space that are enabling technology businesses to deliver, together with niche retailers and Pan
Asian consumer brands, continues to leave the fund well placed to pick up on both regional and global growth. The small holding in the JOHCM
Japan Fund lagged over the quarter as its value investment style remained out of favour. Within Europe the JOHCM Continental European
Fund, a core holding, delivered on its objectives beating the Index with a return of just over 3% versus a passive return of around 2.75%. There is
a significant holding in the BlackRock Continental Flexible Fund which is focused on growth companies benefitting from secular trends and this
fund delivered over 6% during the quarter.

SAMPLE PORTFOLIO TRANSACTIONS

Overall, Global Alpha continues to be focused on businesses benefitting from or exposed to the long-term growth drivers within the global
economy and is not relying on profit pools to mean revert in an age when disruptive businesses continue to gain market share. The strong longterm growth prospects for the businesses held suggest that over the medium term Global Alpha should continue to deliver excellent returns to
its investors.

CALENDAR YEAR PERFORMANCE
Davy Global Alpha Fund
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11.1

4.7

14.8

14.8

18.7

MSCI World Index

7.5

10.7

10.4

19.5

21.2

Baillie Gifford American Fund

23.6

27.3

13.5

17.6

26.2

S&P 500 Index

59.3

10.5

12.3

15.5

45.9

JPM US Select Fund

9.7

32.6

5.2

22.0

34.3

Schroder US MID-CAP

4.9

41.0

5.9

17.9

32.7

-

9.2

23.8

7.3

37.3

FSSA Japan Focus Fund

28.1

5.9

-

-

-

First State Asia Focus Fund

22.2

6.8

-

-

-

Stewart Investors GEM Leaders

10.3

0.6

15.1

(2.1)

21.9

Standard Life UK Smaller Companies Fund

31.3

3.9

29.2

(7.8)

38.8

JOHCM Japan Fund

13.1

5.2

17.6

6.7

22.6

JOHCM Continental European Fund

9.5

2.0

16.4

7.8

29.4

BlackRock Continental European Flexible Fund

20.0

3.5

15.3

2.1

26.6

Old Mutual UK MID-CAP Fund

Source: Irish Life Investment Managers Ltd. (Performance is quoted gross of tax and net of fund management charge), MSCI and Bloomberg as at 29th June 2018.
The fund management charge and product charges will vary depending on the terms and conditions of your policy. Performance quoted in local currency unless
otherwise stated.

Warning: Past performance is not a reliable guide to future performance.

This report does not constitute an offer for the purchase or sale of any financial instrument, trading strategy, product or service. No one
receiving this report should treat any of its contents as constituting advice or a personal recommendation. It does not take into account the
investment objectives or financial situation of any particular person. All investments involve a degree of risk. Equities may involve a high degree
of risk and may not be suitable for all investors. Government bonds and cash deposits, although considered the safest assets, are not devoid of
risk (e.g. inflation risk, credit risk, currency risk, etc.). There are different reasons why an investor would choose to invest in a particular asset
class and each investor must consider the inherent risks therein based on his/her own personal circumstances. The value of these investments
can rise as well as fall. There is no guarantee that the investments discussed will achieve results comparable to those achieved in the past or
that capital will be returned to investors. Neither past experience nor the current situation are necessarily accurate guides to the future.

MSCI Inc. (MSCI). Without prior written permission of MSCI, this information and any other MSCI intellectual property may not be reproduced,
disseminated or used to create any financial products, including any indices. This information is provided on an ‘as is’ basis. The user assumes
the entire risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the
information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular purpose
with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third party
involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI and the MSCI indexes are
services marks of MSCI and its affiliates.

Davy Asset Management Limited, trading as Davy Asset Management, is regulated by the Central Bank of Ireland. In the UK, Davy Asset Management is
authorised by the Central Bank of Ireland and authorised and subject to limited regulation by the Financial Conduct Authority. Details about the extent of our
authorisation and regulation by the Financial Conduct Authority are available from us on request. No part of this document is to be reproduced without our
written permission. This document has been prepared and issued by Davy Asset Management on the basis of publicly available information, internally developed
data and other sources believed to be reliable. The information contained herein does not purport to be comprehensive and is strictly for information purposes
only. It does not constitute an offer or an invitation to invest. No party should treat any of the contents herein as advice in relation to any investment. While all
reasonable care has been given to the preparation of this information, no warranties or representation expressed or implied are given or liability accepted by
Davy Asset Management or its affiliates or any directors or employees in relation to the accuracy fairness or completeness of the information contained herein.
Any opinion expressed (including estimates and forecasts) may be subject to change without notice. We or any of our connected or affiliated companies or
their employees may have a position in, or may have provided within the last twelve months, significant advice or investment services in relation to any of the
securities or related investments referred to in this document.

