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PERFORMANCE

Source: Davy Asset Management (Class A Acc Eur) and Bloomberg as at 30th September 2017
*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 chart 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 Davy Discovery Equity Fund rose by 2.5% in Q3 2017 and has risen by 9.8% YTD. This compares favourably with the MSCI World Small and MidCap Index which rose by 2.0% in Q3 and by 4.5% YTD. Performance in the third quarter was principally driven by Stock Selection. Some of the Fund’s
best performing stocks included Cognex and Rational AG, while Dicks Sporting Goods was one of the largest detractors during the quarter.
Cognex is an expert in machine vision technologies. Its valuation is supported by the need for high end vision capabilities, especially for advances in
robotics, remote monitoring, 3D printing and precision measurement. Their foothold in the market makes it challenging for new players to enter and
win on price, considering the total cost of its products is typically small relative to the manufacturing process. The company delivered extremely solid
2Q17 results and gave good Q3 guidance for sales growth of +70%-75% year-on-year citing large consumer electronics orders which are expected to
deliver significant profit leverage.
Although Rational AG came off the boil at the end of the second quarter, the stock rebounded in the third. The market had been concerned
about potential cannibalisation of its core self-cooking centre offering by rollout of its new compact XS oven. Rational regained momentum when
management increased 2017 guidance at the start of July. The company cited positive business conditions with solid business development in most
regions, notably North America and China where its products are underpenetrated.
During the quarter, Dicks Sporting Goods, like many US retail stocks, delivered weak 2Q17 results. Store closures in the US resulted in excess
inventories and heavy price discounting as bricks and mortar tries to compete with Amazon. Management has stated their objective is to maintain
and grow its market share during this evolutionary period, which will obviously be at the expense of margins. We expect the stocks Quality ranking to
deteriorate which is why we have exited the stock.
Asset Allocation contributed positively 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 was underweight the Japanese Yen, which continued to depreciate against the euro in
the third quarter.

SAMPLE PORTFOLIO TRANSACTIONS

The Fund exited Australian childcare and educational services company G8 Education, as it published disappointing FY 2016 results. The Fund
subsequently invested in Aristocrat Leisure, an Australian gaming machines manufacturer which has a more robust growth profile, as well as the
potential to develop itself internationally.

Additionally the Fund bought L Brands, a fashion retailer who manages a range of specialist brands; Victoria’s Secret (VS), PINK, La Senza, Bath &
Body Works, and Henri Bendel. Their products are sold through a chain of 3,000+ stores across the US, UK and China. The firm is the market leader
in the US in lingerie, with a 25% market share. They have a loyal customer base, strong brand reputation and an established retail presence. VS is
growing in China, where it is considered a premium brand. Although the stock has faced headwinds over the past 18 months since exiting swimwear
and aggressively entering athleisure, business momentum would appear to be poised to turn as the effect of the new management team and
restructuring initiatives make an impact. The stock is attractively valued which is coupled with attractive quality and growth ranks.
The Fund has continued to perform robustly in the third quarter, with 87% of stocks in the Fund beating earnings expectations by an average of 3%.
This is important in a Fund where the primary driver of performance is Stock Selection. Although we anticipate a number of idiosyncratic events,
we continue to believe investing in high quality businesses through bottom up fundamental analysis leads to consistent long term performance
over the course of a cycle.
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Source: Davy Asset Management (Class A Acc Eur) and Bloomberg as at 30th September 2017. 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.

Davy Asset Management Davy House, 49 Dawson Street, Dublin 2, Ireland
T +353 1 614 8874 E assetmanagement@davy.ie
www.davyassetmanagement.com

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.
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