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Global mergers and acquisitions (‘M&A’) activity looks set to
accelerate in 2014 and mid-cap equities are best placed to
benefit.

2014 is shaping up to be a year of very significant global M&A
activity. Already, deal flow year-to-date is running at very healthy
levels and we are confident that 2014 will represent a sizeable
improvement on the $2.2 trillion' of deals completed in 2013.
High profile deals already announced this year include Comcast/
Time Warner ($69 billion) and Suntory/Jim Beam ($16 billion)
while closer to home we have seen the announcement that Fyffe's
will merge with US peer Chiquita to create the global leader in
fruit distribution.

FIGURE 1: Global M&A Trends
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Source: MergerMarket Monthly M&A Insider, December 2013.

WARNING: Past performance is not a reliable guide to

future performance.

The value of M&A deals announced year to date hit the $1 trillion
mark in late April, reaching that level at the fastest pace in seven
years. According to Bloomberg “If deal making continued at
April’s rate for the rest of the year, 2014 would see almost $4
trillion of deals announced, making it the second most active year
for M&A ever”2. This, in our view, is reflective of a much improved
global M&A environment. Midcap equities have historically been
a key beneficiary of M&A activity and we believe this trend will be
repeated in 2014.

Investors looking to benefit from improved M&A activity should
therefore consider including mid-cap equities as part of their
overall allocation to equities.

Why the Rebound in Deal Activity?

A combination of factors leads us to conclude that the
environment for acceleration in M&A activity this year is now

in place. These include improving global economic stability,
increasing corporate confidence, reasonable valuations and the
significant level of deal capacity available to both strategic buyers
and private equity.

Improving Economic Stability

Global Gross Domestic Product (‘GDP’) is forecast to expand by
3.6% in 2014, an improvement on the 2.9% growth achieved

in 2013. The economic recovery, although slow in places, is now
broadly-based and higher growth rates are likely to be achieved
across most regions of the world this year. As reflected in the
forecasts in Table 1, significant acceleration is anticipated in the
US and UK, while the Eurozone should return to positive, albeit
tepid, growth. Growth in China, although decelerating, and the
subject of much attention, should remain within the 7% to 7.5%
range, healthy outpacing growth in the developed world.

' Mergermarket M&A Trend Report: 2013, January 2014.
2 Bloomberg Article, Will Robinson, April 29 2014.
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‘The consensus is that both strategic buyers and private
equity have cash or dry powder to deploy. This trend,
coupled with the generally improving global financial
markets, will drive M&A deal-making upwards in the next
year’.

RR Donnelley, 2014 Deal Making Outlook

TABLE 1: GDP, 2010-2015 (*please note, 2014 & 2015
figures are forecasts)

GDP (% 2010 2011 2012 2013 2014 2015
Change)

World 5.2 3.9 3.2 3.0 3.6 39
Developed 3.0 1.7 1.4 1.3 22 23
economies

us 2.5 1.8 2.8 1.9 2.8 3.0
Eurozone 2.0 1.5 2.8 1.9 2.8 3.0
UK 1.7 1.1 0.3 1.8 29 25
Japan 4.7 -0.6

Emerging 7.5 6.2 5.0 4.7 49 53
economies

China 104 9.3 7.7 7.7 7.5 7.3
India 10.5 6.3 4.7 4.4 54 64
Brazil 7.5 2.7 1.0 2.3 1.8 2.7
Russia 4.5 4.3 3.4 1.3 1.3 2.3

Source: IMF, April 2014, J&E Davy

Increasing Corporate Confidence

M&A represents a very significant capital allocation decision for
corporate executives. Visibility and confidence in the economic
outlook is therefore imperative. It is our view that a combination
of headwinds in 2013, including the on-going European crisis
and US fiscal uncertainty to name but a few, served to impede
corporate confidence.

However, as we look at the year ahead, we would argue

that some of these headwinds, although not resolved, are

now abating. Most importantly, European systemic risks have
eased significantly (as reflected in the significant reduction in
dislocation in the European debt markets). Indeed, in a recent
survey?® of corporate executives, KPMG found that 63% of
respondents said that they planned to be acquirers in 2014. In
addition, respondents indicated that the three primary reasons
for undertaking M&A were (1) opportunistic (2) to expand their
customer base and (3) to expand their geographic reach.

4 Deloitte M&A Perspectives May 2013.
° Financial Times, Private equity considers where to splash the cash, December 15,
2013

Valuations

Although global equity markets have experienced a sizeable
valuation re-rating over the last 12 months, valuations are still
reasonable when viewed in a historical context. Our view is that
the valuation expansion is justified by the improved outlook for
both economic growth and corporate profitability.

FIGURE 2: MSCI World 12-month forward P/E multiple
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WARNING: Past performance is not a reliable guide to
future performance.

‘The world’s largest corporates are expected to show a
greater appetite for deals in 2014 compared to 12 months
ago’.

KPMG's M&A Predictor January 2014

Deal Capacity

In an effort to protect profitability, companies responded to
the economic slowdown following the global financial crisis by
cutting costs and moderating spending. However, as the global
economy has recovered, profits have rebounded strongly and
these companies are now sitting on record levels of cash.

It is estimated that the top 1,000 non-financial companies
globally are holding $2.3 trillion in cash®. In addition, private
equity firms have amassed significant resources and it is estimated
the industry now sits on over $1trillion in unallocated funds®.
When combined with the historically low rates at which high
quality companies can raise capital in the corporate debt markets,
it is clear that there is a significant amount of deal capacity to
undertake M&A in 2014.

5 Legg Mason, Why we view Mid-Caps as a ‘sweet spot’, January 2013.




‘The Top 1,000 non-financial companies globally are holding

$2.3 trillion in cash’.
Deloitte M&A Perspectives May 2013

FIGURE 3: Cash/assets is at an all-time high
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WARNING: Past performance is not a reliable guide to
future performance.

Which Industries?

In a recent survey® of over 1,000 M&A professionals, KMPG
identified a number of industries which look set to benefit from
a potential uptick in M&A activity in 2014. 44% of respondents
highlighted that technology; telecom and media would be the
most active industries for deals in 2014. A close second was
healthcare, pharmaceuticals and life sciences (41%).

Davy Discovery Fund (‘The Fund’)

Launched in 2005, the Fund offers exposure to a diversified
portfolio of global mid-cap equities. The Fund invests in
companies that have established profitability early in their life
cycle and then sticks with them through their core growth phase.
The Fund has strong exposure to the technology and healthcare
sectors. Discovery has an excellent track record of risk adjusted
returns.

The Fund is a unit linked fund of New Ireland Assurance Company
plc and is available through a life assurance policy. The value of

an investor’s policy is linked to the performance of the Fund.

The Fund is available through New Ireland, via its website,
www.newireland.ie.

TABLE 2: Performance as at 31st March 2014
1-Year 3-Year PA 5-Year PA 7-Year PA

Discovery* 12.3% 14.5% 20.5% 5.0%
MSCI World 10.9% 11.3% 17.4% 3.1%
MSCI World 12.6% 12.9% 21.0% 1.7%
Mid-Cap

2013 2012 2011 2010 2009

Discovery* 20.5% 23.5% 0.1% 23.7% 31.9%
MSCI World 21.2% 14.1% -2.4% 19.5% 25.9%
MSCI World 23.1% 15.2% -4.4% 30.1% 31.6%
Mid-Cap

Source: New Ireland Fund Centre, Davy Asset Management, Bloomberg.
*Performance is quoted gross of taxation and fund management charge.
The fund management charge and product charges will vary depending

on the terms and conditions of your policy.

WARNING: Past performance is not a reliable guide to
future performance. The value of your investment may
go down as well as up. Investments denominated in a
currency other than your base currency may be affected
by changes in currency exchange rates.

Investments in mid-cap companies may involve greater risks than
those in larger, more well-known companies. Mid-cap equities
generally tend to be less liquid than their large-cap peers and
therefore the share price performances of mid-cap equities may be
more volatile than that of large-cap equities.



IMPORTANT INFORMATION

The information contained in this document does not purport to be comprehensive
or all inclusive. It is not investment research or a research recommendation for the
purposes of regulations, nor does it constitute an offer for the purchase or sale of
any financial instruments, trading strategy, product or service. No one receiving this
document should treat any of its contents as constituting advice. It does not take into
account the investment objectives or financial situation of any particular person. It is
for informational and discussion purposes only. References to past performance and
estimates are for illustration purposes only. Past performance is not a reliable guide to
future performance. Estimates used are for illustration purposes only.

This information is summary in nature and may rely heavily on estimated data
prepared by Davy Asset Management as well as other data made available by third
parties and used by Davy Asset Management in preparing these estimates. Statements,
expected performance and other assumptions are based on current expectations,
estimates, projections, opinions and/or beliefs of Davy Asset Management at the
time of publishing. These assumptions and statements may or may not prove to be
correct. Actual events and results may differ from those statements, expectations
and assumptions. Estimates, projections, opinions or beliefs are not a reliable guide
to future performance. In addition, such statements involve known and unknown
risks, uncertainties and other factors and undue reliance should not be placed
thereon. Certain information contained in this document constitutes ‘forward looking
statements’, which can be identified by the use of forward-looking terminology,
including but not limited to the use of words such as ‘may’, ‘can’, ‘will’, ‘would’,
‘should’, ‘seek’, ‘expect’, ‘anticipate’, ‘project’, ‘target’, ‘estimate’, ‘intend’, ‘continue’
or ‘believe’ or the negatives thereof or other variations thereon or comparable
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terminology. Due to various risks and uncertainties, actual events or results, the actual
outcome may differ materially from those reflected or contemplated in such forward-
looking statements.

There can be no assurances that any projections are attainable or will be realised or that
unforeseen developments or events will not occur. Accordingly, actual realised returns
may differ materially from any estimates, projections, opinions or beliefs expressed
herein. Economic data, market data and other statements regarding the financial
and operating information that are contained in this document, have been obtained
from published sources or prepared by third parties or from the partners, developers,
operators and sponsors involved with the properties and entities comprising the
Investment. While such sources are believed to be reliable, Davy Asset Management
shall have no liability, contingent or otherwise, to the user or to third parties, for the
quality, accuracy, timeliness, continued availability or completeness of same, or for
any special, indirect, incidental or consequential damages which may be experienced
because of the use of the data or statements made available herein. As a general
matter, information set forth herein has not been updated through the date hereof
and is subject to change without notice. Our conflicts of interest management policy is
available at www.davy.ie. This document and its contents are proprietary information
and products of Davy Asset Management and may not be reproduced or otherwise
disseminated in whole or in part without Davy Asset Management's written consent.
This document has been made available on the express understanding that any
written information contained herein or otherwise made available will be kept strictly
confidential and is only directed to the parties to whom it is addressed.

THIS DOCUMENT HAS BEEN PREPARED FOR USE BY
FINANCIAL ADVISORS ONLY. IT IS NOT INTENDED FOR
DISTRIBUTION TO RETAIL CLIENTS OR CONSUMERS.

Davy Asset Management is regulated by the Central Bank of Ireland.



