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	Investment Results
 avis Global Fund’s performance in
D
the first half of 2018 was driven by our
holdings in the financials, industrials and
technology sectors.
Davis Global Fund increased 0.50% in the first
half of 2018 compared with a decrease of 0.43%
for the MSCI ACWI (All Country World Index), an
outperformance of 0.93%.¹ Generally speaking,
the companies and sectors that outperformed in
2017 continued their strong performance in the
first half of 2018. Alibaba continues to drive the
more than 30% growth of e-commerce in China
while Amazon is executing both its retail and cloud
computing strategies well.² The French aerospace
company Safran is growing revenues on an organic
basis by 10% by increasing output and sales
internally and maintains a more than seven-year
order backlog for jet engines. The Chinese education
leader New Oriental Education & Technology
Group continues to increase market share in the
rapidly growing for-profit education sector in China.

Finally, we participated in the initial public offering
of iQiyi, a leading Chinese online video company
that has performed well.
The leading detractor from performance in the
first half of 2018 was Adient, a global leader in the
automotive seating business. Poor execution in the
seat structures and mechanisms (SS&M) segment
of the business led to a large shortfall in earnings
and ultimately resulted in Chairman and CEO
Bruce McDonald stepping down. We expect the
company to eventually reverse these losses and in
the meantime Adient is trading at only eight times
fiscal year 2018 earnings or closer to five to six
times excluding the drag from the seat structures
and mechanism business.
A second underperforming holding was Tarena
International, the leader in Chinese information
technology (IT) training, where a slowdown in
the company’s adult IT training business and
continued losses in the company’s rapidly ex
panding kindergarten to 12th grade (K–12) science
and technology after-school education business

The average annual total returns for Davis Global Fund’s Class A shares for periods ending June 30, 2018,
including a maximum 4.75% sales charge, are: 1 year, 11.78%; 5 years, 12.50%; and 10 years, 7.28%. The
performance presented represents past performance and is not a guarantee of future results. Total return
assumes reinvestment of dividends and capital gain distributions. Investment return and principal value will vary so
that, when redeemed, an investor’s shares may be worth more or less than their original cost. The Fund is subject to
a 2% short-term redemption fee for shares held for fewer than 30 days. The total annual operating expense ratio
for Class A shares as of the most recent prospectus was 0.98%. The total annual operating expense ratio may vary
in future years. Returns and expenses for other classes of shares will vary. Current performance may be higher
or lower than the performance quoted. For most recent month-end performance, visit davisfunds.com or call
800-279-0279. The Fund’s performance benefited from IPO purchases in 2013 and 2014. After purchase, the
IPOs rapidly increased in value. Davis Advisors purchases shares intending to benefit from long-term growth of the
underlying company; the rapid appreciation of the IPOs were unusual occurrences.
This report includes candid statements and observations regarding investment strategies, individual securities, and economic and market conditions;
however, there is no guarantee that these statements, opinions or forecasts will prove to be correct. Equity markets are volatile and an investor may lose
money. Past performance is not a guarantee of future results. 1. Class A shares without a sales charge. Past performance is not a guarantee of future
results. 2. Individual securities are discussed in this piece. While we believe we have a reasonable basis for our appraisals and we have confidence in our
opinions, actual results may differ materially from those we anticipate. The return of a security to the Fund will vary based on weighting and timing of
purchase. This is not a recommendation to buy, sell or hold any specific security.
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led to a drop in earnings. Long-term demand for
Tarena’s classes, however, remains strong, driven
by the growing internet and technology sector
in China. Assuming no value for the promising
K–12 segment, Tarena’s core adult IT business is
trading at an attractive 12–13 times fiscal year
2018 owner earnings. •

	Representative Holdings
	We invest around the world in select
businesses to take advantage of long-term
global trends.³
While contributors to performance in the first half
of 2018 were broad-based, Amazon, the Fund’s
third largest position for the first half of 2018, was by
far the biggest single contributor, rising 45% during
the period. Although Amazon has been discussed
in detail in the past, updating what is driving the
company’s recent outperformance is worthwhile.
In brief, two big drivers of Amazon’s revenue and
profit growth have been the runaway success of
the cloud-computing leader Amazon Web Services
(AWS) and the growing importance of advertising
on the Amazon platform.
In fact, while many Chinese companies were
emulating U.S. business models in the early days
of the internet, much of Amazon’s search-based
advertising business was inspired by Alibaba Group.
As another example of Chinese firms innovating
and providing the blueprint for others to follow,
Alibaba and its main competitor JD.com have
pioneered the “new retail” concept where a single
facility enables customers to shop, order online
for home delivery or eat in the retail store. Alibaba
started the year with more than 20 of these new
retail stores with the brand name Hema, and the
company’s goal is to open 2,000 locations across

China over the next three to five years. Following
Amazon’s acquisition of Whole Foods, we expect
Amazon to experiment with similar multipurpose
new retail designs soon.
Ferguson PLC is the largest plumbing and heating
distributor in the U.S. with an 18% market share
and just over $20 billion in sales, far larger than
the company’s closest competitor. As a distributor
with 44,000 suppliers and more than one million
customers, Ferguson has built a reputation for
superior selection and service in a business where
timely service and trusted brands matter (anyone
who has experienced a burst pipe or a shower
without hot water learns this lesson quickly).
Despite the company’s dominant market position,
Ferguson is not well known to most U.S. investors.
The company started under the name Wolseley
in the United Kingdom 131 years ago and remains
listed on the London Stock Exchange. Only last year
did the company change its name to Ferguson, the
name of its U.S. subsidiary, to reflect that the U.S.
market now accounts for 85%-90% of earnings.
Ferguson generates attractive returns on tangible
capital, has a strong balance sheet, and a history of
returning cash to shareholders through dividends.
A key risk would be a rapid current decline in U.S.
commercial and residential construction. However,
because Ferguson’s business mix increasingly skews
more to the renovation and retrofit business than
in the past, we believe the company is better posi
tioned to weather the next downturn than it did the
last one. Ferguson now trades at 18 times fiscal year
2018 earnings and 16 times fiscal year 2019 earnings.
Naspers, founded in 1915, began as a South African
media conglomerate and still owns major print
media and pay-TV operations in Africa. However,
over the last decade, the company has largely
shifted its focus to investing in internet companies

3. Foreign investments, particularly those in emerging markets, involve greater risk than U.S. investments. Some of these risks are foreign country risk,
currency risk, market risk, and emerging market risk. See endnotes for a complete description of these risks.
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around the globe. Naspers’ management’s success
has created what we believe to be an attractive
portfolio of equity stakes in high-quality internetenabled companies, primarily doing business in the
emerging markets. Key holdings include Tencent,
the social media and digital lifestyle giant in China;
Delivery Hero, a food delivery service operating in
Europe, Asia, Latin America, and the Middle East;
and OLX Group, the leading online classifieds
business in more than 35 countries including
Russia, Brazil, India, and Indonesia.
Naspers’ ownership stake in Tencent Holdings
was acquired in 2001 for just $31 million and today
has a market value of $149 billion. Tencent is the
dominant social media and messaging platform in
China and the largest video game operator in the
world. In addition, the company owns promising
video, music, payments, and cloud computing
platforms in China. WeChat, Tencent’s core mes
saging app, has more than one billion monthly
active users. According to estimates from industry
analysts, more than 50% of mobile time spent
online in China takes place on Tencent products.
Tencent’s loyal user base and unmatched array
of products and services creates a highly durable
competitive moat, providing the company with
outstanding opportunities for future growth.
We believe investing in Naspers is an attractive way
to gain exposure to Tencent at a significant discount
to its intrinsic value. Adding the market value of
the company’s stake in Tencent ($149 billion)
to a conservative estimate of the value of the
company’s non-Tencent assets ($18 billion) yields
a total gross asset value of $167 billion. At the
same time, the company’s total enterprise value
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today is just $96 billion, a 42% discount to total
gross asset value. Although some discount should
exist given liquidity, conglomerate and tax issues,
we believe today’s wide discount will likely narrow
substantially over time. At the current discount,
we are purchasing Tencent shares at a compelling
21 times the company’s 2019 price-earnings ratio.
The multiple would be even lower if we excluded
losses generated by the company’s aggressive
investments in areas such as offline payments and
video content. Even if the current discount persists,
assuming we are proven right in our belief Naspers’
underlying assets will compound value over the
long term, Naspers’ stock should still generate
attractive returns going forward. •

Conclusion
Much of the business news focuses on the macroeconomic environment and understandably so as
the latest trade war threat, cryptocurrency price
spike and interest rate forecast are much more
captivating than the daily activities of steady
businesses such as Safran’s jet engine segment,
Ferguson’s distribution of plumbing and heating
supplies, and Adient’s manufacturing car seats. Yet
often a sign of a durable competitive advantage is
a company’s ability to continue generating steadily
growing business results and dominate its industry
for decades. This is the durable competitive advan
tage we seek at Davis Global Fund and ultimately
find captivating in its own right. We are enthusiastic
about owning a portfolio of such companies with
durable competitive advantages around the globe.
We thank you for your continued trust and interest
in Davis Global Fund. •

This report is authorized for use by existing shareholders. A current Davis Global
Fund prospectus must accompany or precede this material if it is distributed to
prospective shareholders. You should carefully consider the Fund’s investment
objective, risks, charges, and expenses before investing. Read the prospectus
carefully before you invest or send money.
This report includes candid statements and observations regarding invest
ment strategies, individual securities, and economic and market conditions;
however, there is no guarantee that these statements, opinions or forecasts
will prove to be correct. These comments may also include the expression
of opinions that are speculative in nature and should not be relied on as
statements of fact.
Objective and Risks. Davis Global Fund’s investment objective is long-term
growth of capital. There can be no assurance that the Fund will achieve its
objective. Some important risks of an investment in the Fund are: common
stock risk: an adverse event may have a negative impact on a company
and could result in a decline in the price of its common stock; depositary
receipts risk: depositary receipts involve higher expenses and may trade
at a discount (or premium) to the underlying security; emerging market
risk: securities of issuers in emerging and developing markets may present
risks not found in more mature markets. As of June 30, 2018, the Fund
had approximately 38.9% of assets invested in securities from emerging
markets; fees and expenses risk: the Fund may not earn enough through
income and capital appreciation to offset the operating expenses of the
Fund; foreign country risk: foreign companies may be subject to greater risk
as foreign economies may not be as strong or diversified; foreign currency
risk: the change in value of a foreign currency against the U.S. dollar will
result in a change in the U.S. dollar value of securities denominated in
that foreign currency; headline risk: the Fund may invest in a company
when the company becomes the center of controversy. The company’s
stock may never recover or may become worthless; large-capitalization
companies risk: companies with $10 billion or more in market capitalization
generally experience slower rates of growth in earnings per share than
do mid- and small-capitalization companies; manager risk: poor security
selection may cause the Fund to underperform relevant benchmarks;
mid- and small-capitalization companies risk: companies with less than
$10 billion in market capitalization typically have more limited product
lines, markets and financial resources than larger companies, and may
trade less frequently and in more limited volume; and stock market risk:
stock markets have periods of rising prices and periods of falling prices,
including sharp declines. See the prospectus for a complete description of
the principal risks.

Davis Advisors is committed to communicating with our investment
partners as candidly as possible because we believe our investors benefit
from understanding our investment philosophy and approach. Our views
and opinions include “forward-looking statements” which may or may
not be accurate over the long term. Forward-looking statements can
be identified by words like “believe,” “expect,” “anticipate,” or similar
expressions. You should not place undue reliance on forward-looking
statements, which are current as of the date of this report. We disclaim
any obligation to update or alter any forward-looking statements, whether
as a result of new information, future events, or otherwise. While we
believe we have a reasonable basis for our appraisals and we have con
fidence in our opinions, actual results may differ materially from those
we anticipate.
The information provided in this material should not be considered a
recommendation to buy, sell or hold any particular security. As of June 30,
2018, the top ten holdings of Davis Global Fund were: Alphabet, Inc., 6.28%;
Alibaba Group Holding Ltd., ADR, 5.95%; Amazon.com, Inc., 5.47%;
Naspers Ltd.–N, 5.34%; Wells Fargo & Co., 4.42%; New Oriental Education
& Technology, ADR, 3.92%; JD.com, Inc., Class A, ADR, 3.88%; Hollysys
Automation Technologies Ltd., 3.58%; Ferguson PLC, 3.58%; Facebook, Inc.,
Class A, 3.53%.
Davis Funds has adopted a Portfolio Holdings Disclosure policy that
governs the release of non-public portfolio holding information. This policy
is described in the prospectus. Holding percentages are subject to change.
Visit davisfunds.com or call 800-279-0279 for the most current public
portfolio holdings information.
We gather our index data from a combination of reputable sources, includ
ing, but not limited to, Thomson Financial, Lipper and index websites.
The MSCI ACWI (All Country World Index) is a free float-adjusted market
capitalization weighted index that is designed to measure the equity
market performance of developed and emerging markets throughout
the world. The Index includes reinvestment of dividends, net foreign
withholding taxes. Investments cannot be made directly in an index.
After October 31, 2018, this material must be accompanied by a supple
ment containing performance data for the most recent quarter end.
Shares of the Davis Funds are not deposits or obligations of any bank,
are not guaranteed by any bank, are not insured by the FDIC or any
other agency, and involve investment risks, including possible loss of
the principal amount invested.

The Fund is subject to a 2% short-term redemption fee for shares held
for fewer than 30 days.
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