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DAVY GLOBAL FOCUS FUND (NET OF FEES) 0.09 5.46 13.02 8.90 8.88

FUND OVERVIEW
The aim of the Davy Global Focus Fund (the ‘Fund’) is to achieve long-term capital growth through actively managed investments. The Fund is a 
high conviction portfolio which invests in quality global opportunities.

FUND PERFORMANCE
The Davy Global Focus Fund rose by 5.46% in the third quarter of 2018 on an absolute basis, aided by Asset Allocation, Stock Selection and 
Currency (long USD). This brings its return year-to-date to 8.68%, in euro terms. Although, broader market has risen by 9% year-to-date, its peer 
group as represented by the HFRX Equity Hedge Index (HFRXEH) rose by only 2.58% for 2018, underperforming the market by 6.42%, in euro 
terms. The Fund holds 7.35% in cash and fixed income instruments which offer some downside protection during periods of volatility. The factors 
which helped the Funds’ performance over the period were a combination of quality and momentum.

The third quarter began with markets focused on President Trump’s trade policy and stalled BREXIT talks. We have started the fourth more 
optimistically, as Canada and the US have just agreed to re-work the NAFTA trade agreement and the details show there has merely been tinkering 
at the edges rather than a radical overhaul. This should help sentiment in the US and calm nerves over the ongoing US-China and EU-UK disputes. 
Markets have risen by 9.0% year-to-date helped by another robust earnings season, where 70% of the stocks in MSCI World beat expectations, the 
outlook for 3Q18 earnings is robust too.

The Information Technology sector was the top contributing sector over the quarter, with Advanced Micro Devices (AMD) and Cognex rising 
sharply. AMD has been one of the Funds top performers year-to-date rising by 107.2% as investors began to fully appreciate the opportunities 
for AMD’s CPUs and GPUs in datacentres. Recent industry data shows their ‘new’ CPUs are gaining market share relative to Intel, helped by R&D 
leadership and missteps by Intel in the roll out of its 10nm chips. Cognex rose by 25.9% over the same period. It’s a business with very high barriers 
to entry; 527+ patents with 416 pending. Its much anticipated 2Q results were strong and it issued positive guidance for 3Q18, which has instilled 
confidence in the stock. Over the quarter we have seen sell-side analysts revise their ratings on the stock upwards despite global trade tensions. 
Although it delayed CAPEX spending in Asia in the first half of 2018, a strong recovery into year-end is expected as firms which had pushed out 
their spending on new machinery towards year end need to complete building production lines for their new plants. This is a high-quality stock 
which is well positioned for a variety of secular trends.   

A couple of stocks have suffered due to the potential imposition of trade tariffs, but their underlying investment cases remain robust. Man Wah 
declined by 21.7% as its sofas are on the $200bn list and c.33% of its sales are to the US. Management is hoping to minimise the effects of this by 
moving manufacturing to Vietnam, where a new plant has been acquired to supply the US market. This was coupled with a slowdown in demand 
from tier 1-2 cities in China due to a soft property market and higher commodity prices which has compressed gross margins. Management believes 
these trends are short term in nature and are working to offset them by altering their distribution network. Thoughts of a trade war triggered a 
summer sell off in base metals, as investors worried about the effects of additional tariffs on Chinese economic growth. This caused Boliden to de-
rate sharply, bringing many of its multiples back in-line or below historic averages.

SAMPLE PORTFOLIO TRANSACTIONS
The Fund made one purchase and one sale over the quarter. We invested in Aristocrat Leisure a developer and manufacturer a range of gaming 
products; machines, systems and software for entertainment venues and online. It’s a high-quality stock which is growing with attractive valuation 
characteristics. We disposed of our position in Dalata Hotel Group, the largest hotel operator in Ireland where it has been an industry consolidator. 
The stock had reached our price target and its quality, valuation and growth metrics are not as robust as they once were, having been investors 
since its IPO, the Fund has made an absolute return of c.182%. 

Source: Davy Asset Management (Class A Acc Eur) and Bloomberg as at 28th September 2018.

The Davy Global Focus Fund was launched on 24 November 2017. As the Davy Global Focus Fund is newly established, the past performance chart reflects past 
performance data relating to the AIF version of this fund, the Focus Global Fund, prior to its merger with the UCITS version of the fund on 24 November 2017 (the 
“Merger”); Although such past performance data relates to a period prior to the Merger when the AIF version was not authorised as a UCITS, the investment policy, 
strategy and portfolio composition of original fund were substantially the same as the UCITS Fund’s. In the circumstances, the past performance data included in this 
document is believed to be an appropriate reference for investors. 
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Markets have been surprisingly robust despite the rapidly evolving political environment, which can cause them to gyrate. As investors, we realise 
we can’t forecast these events with any accuracy which is why we focus on finding high quality businesses to invest in. We expect corporate 
earnings in the coming quarter to once again be strong as the positive effects of lower corporate taxes, falling unemployment and a tight jobs 
market propel equities. Importantly, equities aren’t overvalued as they’re trading broadly in-line with their 10-year median.
 

 CALENDAR YEAR PERFORMANCE 2017 (%) 2016 (%) 2015 (%) 2014 (%) 2013 (%)

Davy Global Focus Fund (NET OF FEES) 11.2 1.5 12.6 5.1 18.9

MSCI World Index 7.5 10.7 10.4 19.5 21.2

HFRX Equity Hedge Index* 3.1 3.1 8.8 15.6 6.4

Advanced Micro Devices (9.3) 295.1 7.5 (31.0) 61.3

Cognex Corp 92.9 89.6 (17.9) 8.3 107.6

Man Wah Holdings Ltd 47.2 20.0 47.8 15.8 95.4

Aristocrat Leisure 55.3 54.5 58.7 43.7 53.8

Dalata Hotel Group 43.5 (20.1) 90.2 - -

*The HFRX Equity Hedge Index (HFRXEH Index) strategies maintain positions both long and short in primarily equity and equity derivative securities. A wide variety 
of investment processes can be employed to arrive at an investment decision, including both quantitative and fundamental techniques.

Source: Davy Asset Management and Bloomberg as at 28th September 2018. Performance is quoted in local currency unless otherwise stated.

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 Global Focus 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.

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.

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.

16
5_

22
26

0/
10

/1
8


