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Source: Davy Asset Management (Class A Acc Eur) and Bloomberg as at 29th March 2018.
*On 19th April 2013, the previously proposed changes to the fund strategy were implemented. For more information please contact Davy Asset Management.
The Davy Discovery Equity Fund was launched on 12th December 2014. Investors should note the Davy Discovery Equity Fund (UCITS) is newly established. The past
performance reflects past performance data relating to the Davy Discovery Equity Fund (non-UCITS) which merged with the Davy Discovery Equity Fund (UCITS) (the
“Merger”). Prior to the Merger when the Fund was not authorised as a UCITS, the investment policy, strategy and portfolio composition were largely the same. In the
circumstances, the past performance data included in this document is believed to be an appropriate reference for investors.

FUND OVERVIEW

The investment aim of the Davy Discovery Equity 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 delivered robust performance for the quarter versus its benchmark MSCI World SMID outperforming by 1.07% with returns driven principally
by Stock Selection. A very strong start to the year was slightly tempered in March as the increased risk to global growth began to appear in styles
as volatility increased. The winning styles were “Low Beta” (Quality) and “Smaller Size”, this is contra to popular belief that small caps underperform
in down markets as both outperformed, indicating the market rotation turned more defensive. Value struggled most over the quarter, particularly
in March as the yield curve remained flat, but it rebounded towards the end as Growth sold off following the Facebook scandal, Trump’s attack on
Amazon and Tesla’s self-driving car crash. It has been our firm view for the past year that the perceptions of “expensive markets” have been driven by
the crowded larger growth companies rather than in smaller ones (which are more reasonably valued) and we have seen this play out in March.
The top contributing stock was Bakkafrost whose FY2017 results and positive outlook statement has seen the stock perform strongly in 1Q2018.
Compared to peers, Bakkafrost harvests its fish at larger sizes which enables them to command a price premium, usually 11% to 33% higher, depending
on the fish’s weight. This means they set the pace for the industry when it comes to profitability, double that of Marine Harvest, and this is likely to
remain the case. Why? The unique marine environment of the Faroe Islands and the stricter operating environment under the Faroese veterinary
model help to keep the fishes healthier, yielding a greater weight. Given its strong performance of late, we have taken some profits.
CyberAgent’s strong performance continues in 1Q2018. A major growth area over the last 18 months has been e-sports where multiplayer video
games are played competitively for spectators, typically by professional gamers. The games fall into four genres - fighting games, first person
shooter, real time strategy and multiple online battle arena games. CyberAgent has been involved setting up a new pro league in 1Q2018, called
‘RAGE Shadowverse Pro League,’ which is being set up for Shadowverse video gamers to compete in a RAGE e-sports contest. It will be jointly run by
CyberAgent and Avex. The league begins in May with games being held weekly and broadcast live on AbemaTV (Cyber’s TV Channel) and OPENREC.
tv (a game video platform). Players will be paid a minimum monthly salary of ¥300,000 which may prove to be a way to pull in professional players
rather than offering prize money. We have taken profits in this stock as appropriate over the quarter.
Asset Allocation made a positive contribution to performance over the quarter too but the effect of Stock Selection was three times greater and only
two sectors Consumer Discretionary and Information Technology, made negative contributions. This was due to idiosyncratic stock risk with L Brands
having disappointing numbers and Micro Focus profit warning twice. The stock reacted harshly on the day of the surprise news announcement,
dropping 50% at the open, while we have since talked to management and concluded the core business remains intact and is operating as expected,
the firm needs to deliver over the coming months if the stock is to recover. Using various valuation methodologies, the stock now is extremely
undervalued and management needs to communicate more frequently with the market to give comfort that the business is back on track. We have
traded the stock well, halving our position after its acquisition of HPE, given the often complicated nature of acquisitions. We have continued to hold
it, as we believe there is value to be had, once management begin to execute well on the integration. We took advantage of weakness in the stock
in January to increase our position marginally but were taken off guard, as most were, when the stock sold off as it did. Believing the selloff to be
overdone, we bought into it as did most Micro’s senior management and the stock has since rebounded 20% from its lows.

SAMPLE PORTFOLIO TRANSACTIONS

The Fund made two new purchases over the quarter – Sonic Healthcare and Anta Sports. Anta produces affordable sportswear for low to middle
income consumers in China. It’s vertically integrated from design to manufacturing and sells its products to distributors who sell directly to
consumers through 7,340+ franchise stores in China. Sonic is the 3rd largest laboratory services company in the world, it’s the only global player
with labs in the US, Europe and Asia. These positions were funded through the sale of our remaining position in Tenneco the auto OEM whose
returns and margins had begun to decline and the reduction of the Fund’s positions in companies whose quality, valuation and growth metrics were
no longer as attractive as they once had been.
The Fund continues to perform strongly in 2018, even though volatility has picked up as a number of idiosyncratic macro events have occurred,
given the unpredictable nature of these affairs we prefer to focus on what we can better control i.e. Stock Selection. This is supported by our
research which shows that during periods of uncertainty owning quality stocks can help to protect asset values from market gyrations. To date this
has been proven when the Fund’s quality style bias swung into action enabling the fund to outperform.

CALENDAR YEAR PERFORMANCE
Davy Discovery Equity Strategy (NET OF FEES)

2017 (%)

2016 (%)

2015 (%)

2014 (%)

2013 (%)

14.2

10.0

13.5

14.7

20.9

MSCI World Small and Mid-Cap Index (Total Return)

8.4

13.7

11.7

18.6

24.9

CyberAgent Inc

53.9

15.8

12.0

7.6

145.0

Bakkafrost

5.5

35.3

62.2

85.4

61.5

L Brands

(3.9)

(27.3)

15.8

45.7

34.4

Micro Focus

19.6

39.2

52.8

41.5

38.0

Source: Davy Asset Management (Class A Acc Eur) and Bloomberg as at 29th March 2018. Performance is quoted in local currency unless otherwise stated.

Warning: Past performance is not a reliable guide to future performance.
Warning: Neither past experience nor the current situation are necessarily accurate guides to the future growth in value or rate of return
of the fund. The value of the investment can reduce as well as increase and, therefore, the return on the investment will also be variable.
Changes in exchange rates may have an adverse effect on the value price or income of the product.
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.
The Davy Discovery Equity Fund is a sub-fund of Davy Funds plc, an open-ended umbrella investment company with variable capital and segregated liability
between sub-funds incorporated with limited liability under the Companies Acts 2014, authorised by the Central Bank of Ireland as a UCITS pursuant to the
Regulations. Davy Funds plc is authorised by the Central Bank of Ireland as an Undertaking for Collective Investment in Transferrable Securities (UCITS). The
Prospectus, Supplement and Key Investor Document for the fund are available in English from Davy, Davy House, 49 Dawson Street, Dublin 2, Ireland or http://
www.davyassetmanagement.com/funds/davy-ucits/important-information.html. Investors should be aware that some of the Directors of the Company (Davy
Funds plc) are also employed by the Investment Manager, Promoter and Distributor. Further information in relation to the management of potential conflicts of
interest is available upon 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.

