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DAVY DISCOVERY FUND 0.7 4.2 15.3 13.3 15.3

MSCI WORLD SMALL AND MID-CAP INDEX (TOTAL RETURN) 0.5 3.7 8.3 11.2 15.3

This fund is provided by New Ireland Assurance plc and is managed by Davy Asset Management.

FUND OVERVIEW
The investment aim of the Davy Discovery Fund (the ‘Fund’) is to achieve long-term capital growth by investing in shares of small and medium 
sized companies on a global basis. These companies demonstrate growth potential and represent attractive investment opportunities. Investing 
during the early stage of a company’s life cycle can lead to higher than average investment returns.

FUND PERFORMANCE
The Fund rose by an impressive 4.2% in the final quarter of 2017, it has risen by 15.3% for 2017. This compares favourably with its benchmark the 
MSCI World SMID which rose by 3.7% over the quarter and by only 8.3% for 2017, in Euro terms. Hence, the Fund has outperformed its benchmark 
for the quarter and 2017 by an impressive 0.5% and 7.0% respectively over these time periods. Asset Allocation made the largest contribution to 
performance over the quarter whereas Stock Selection detracted due to some very specific events (see below) but over the course of 2017 Stock 
Selection was the principle driver of returns.

CyberAgent, a Japanese internet services platform, began to perform again after releasing its FY17 results in late October. Its operating profits came 
in above expectations at ¥30.7 billion as its online advertising business, which represents 52% of sales, continues to grow above the market rate. Its 
games business, despite being in a transition period and expecting the release of some hotly anticipated titles, still achieved sales growth of +5% year-
on-year for the quarter. Its media segment, which earns fees from its Ameba TV is now generating positive returns after 5 years of investment.  
The firm continues to invest in its Ameba TV platform which is a video service like YouTube used primarily on smartphones. Recently, it has been 
attracting greater attention due to the success of ‘72-hour’ Honne TV another YouTube like channel which aired in November attracting 74m viewers.

The final quarter of 2017 was a strong one for L Brands. It started off well, with October same-store-sales increasing 2% following nine months 
of solid declines. Although, the initial reaction to 3Q17 results released in November was mixed, signs that business trends were reversing were 
evident as management outlook was increasingly positive, and the stock began to rally. Strong retail sales, increased traffic in malls and a higher 
proportion of shoppers versus browsers over the Thanksgiving weekend helped propel L Brands sales for November higher with net sales 
jumping 2%. In December, US Tax Reform gave L Brands a final push into year end with analysts across the board, citing many US retailers would 
be significant beneficiaries of the lower tax rate.

Asset Allocation contributed +0.10% to performance due to the overweight position in Information Technology and the underweight position in 
Real Estate. Also, Currency made a positive contribution as the Fund, as it was underweight the Japanese Yen and US Dollar, whose currencies 
depreciated against the Euro during the latter half of 2017.

SAMPLE PORTFOLIO TRANSACTIONS
The Fund exited its position in Tenneco a specialist provider of emissions controls technologies light and commercial vehicle manufacturers and 
aftermarket customers. Although, the global trend toward stronger regulation of vehicle tailpipe emissions offers the stock a positive secular 
backstory. We anticipated it was likely to miss its 3Q17 as margins appeared to be under pressure, this turned out to be correct. 

Equally, we reduced positions in stocks whose performance is suffering from Amazon induced headwinds such as medical distributor Henry Schein 
and those stocks which had been outperforming such as machine vision provider Cognex. Whilst we added to positions in Man Wah the Chinese 
manufacturer of sofas, Travelsky who provides travel information software to business and consumers in China and of course L Brands which has 
turned out to be one of the top performers this last quarter.

The Fund performed strongly in 2017, with performance being driven primarily by Stock Selection. Whilst we anticipated a number of idiosyncratic 
macro events during the year, surprisingly nothing significant came to pass and volatility declined throughout the year. We continue to focus on 
finding high quality businesses through bottom up fundamental analysis.

Source: New Ireland (Discovery Fund Series 6, performance is quoted gross of taxation and fund management charge) and Bloomberg as at 29th December 2017.  
The fund management charge and product charges will vary depending on the terms and conditions of your policy.
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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.

CALENDAR YEAR PERFORMANCE 2016 (%) 2015 (%) 2014 (%) 2013 (%) 2012 (%)

Davy Discovery Fund (Gross of Fees) 10.6 14.2 15.9 20.5 23.5

MSCI World Small and Mid-Cap Index (Total Return) 13.7 11.7 18.6 24.9 15.4

CyberAgent Inc 15.8 12.0 7.6 145.0 (27.7)

L Brands Inc (27.3) 15.8 45.7 34.4 29.2

Ansys Inc (0.0) 12.8 (6.0) 29.5 17.6

Source: New Ireland (Discovery Fund Series 6, performance is quoted gross of taxation and fund management charge), MSCI and Bloomberg as at 29th December 
2017. The fund management charge and product charges will vary depending on the terms and conditions of your policy. Performance is 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.


