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Investment Objective and Policy

Investment Objective
The investment objective of the Fund is to achieve a high level of income, together with long term capital growth.

Investment Policy
The Fund intends to invest primarily in equities listed on a UK stock exchange. The Fund may also invest in other  transferable
securities (for example, without limitation, international equities), units in collective investment schemes, money market
instruments, warrants and deposits as detailed in the Prospectus. No more than 10% of the Scheme Property of the Fund
will be invested in other collective investment schemes.

Investment Manager’s Report
for the year ended 31 March 2018

Section 1: Performance Review
Performance Overview
Over the 12 months to 31 March 2018 the fund generated a total shareholder return of 4.58%. This compares to 1.20%
returned by the MSCI UK All Cap Index and places the fund in the first quartile of the IA UK Equity Income Sector, which
returned 0.29% in the period.

The priority of the Investment Manager is to ensure that the fund will provide investors with a premium yield to the market
and the sector. As a guide we would not expect this to be lower than 4% and investors that bought the income share class
at the beginning of the year would have received a yield of 5.1% over the following 12 months.

In order to generate these returns we have focused our attention on investing in businesses that demonstrate the
characteristics of four principles that have historically demonstrated outperformance over the longer term. These four
principles are the foundation of our ongoing strategy and allow your Fund to take advantage of Downing’s in house team of
specialist smaller company fund managers. In Section 2 we discuss what we believe are the key attributes of these principles.

Key Contributors and Detractors
McColl’s Retail delivered a strong financial performance over its financial year. A step-up in sales and profitability, propelled
by the acquisition of 298 convenience stores, resulted in the business surpassing £1bn in annual revenues for the first time.
The position returned 21.00%* over the period.

B&M European Value Retail delivered group revenue growth at constant currency, including an increase in B&M UK like for
like revenues over the period.The position returned 42.41%* over the year. With continued strong sales and operational
performance through the peak Christmas trading period, management are confident in meeting market expectations for the
current financial year.

DiscoverIE returned 63.46%* over the period following strong trading with group sales increasing 15% on a reported basis.
Cross-selling initiatives were also strong, generating sales of £9m, almost double the level of the prior year. Group orders for
the full year grew by 5% organically. The order book at 31 March 2018 was £122m, a record year end high and 12% higher
than at last year end. These results demonstrate the degree to which the group has successfully transformed into a design
and manufacturing-led business over recent years and this is expected to drive continuing growth.

Sprue Aegis, which detracted from performance by 32.15*%, announced a delay to its full annual results following an alleged
breach in a distribution agreement in March 2018. The company announced that BRK Brands had terminated a distribution
agreement early, which enabled Sprue to distribute BRK products in Europe. The shares fell because this indicated that BRK
believed that they were no longer liable to buyback unsold stock at the end of the agreement.

Kier Group reported a 6% drop in first-half pretax profit, but a 4% rise on an adjusted basis, and said it remains on course
to deliver double-digit profit growth in 2018. Pretax profit was £33.7 million for the six months to the end of 2017, down
from £35.7 million in the prior year. The dip was blamed on higher administrative and finance costs, while a rise in revenue
was due to the McNicholas business, which was acquired in July 2017, and organic growth of 2%. The position detracted
from performance by 27.30%* over the year to 31 March 2018 but we remain confident in the prospects of the Group.
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Investment Manager’s Report
continued

Accrol Group’s trading performance in the current financial year was significantly impacted by three major issues - an
escalation in internal costs, input costs and adverse foreign exchange hedging. Some of the corrective, business critical
remedial activities have been hampered while the Board transitioned to its new supportive composition. The new management
team believes that the challenges facing the group are resolvable, given time and experienced handling. Following these
changes to the investment thesis the position was exited, however the position generated a negative performance of 76.21%*.

Income Incubators - Premium yield from differentiated sources
The Fund adopts a high conviction approach to income and focusses on companies targeting a premium yield from
differentiated income sources with additional growth prospects. Many of the holdings in the portfolio are ‘dividend incubators’
– companies that can potentially grow earnings and dividends at an elevated rate, resulting in capital appreciation as valuations
grow over time. Growing dividends provide an attractive yield on cost, with the two combining to offer the opportunity to
earn a compelling total return. MI Downing Monthly Income Fund (DMI) targets a compound total shareholder return of 10%
p.a. over the long term**.

The Fund focusses on dynamic smaller companies that are often under-researched and operate in inefficient markets,
presenting a compelling investment opportunity. As such the DMI portfolio targets exposure of around 80% to companies
with a market cap below £1 billion.

The following companies, listed on the Alternative Investment Market (AIM), are prominent holdings within the Fund:
Ramsdens (5.2%), Duke Royalty (4.3%) and Lok’nStore (4.7%)1.

Duke Royalty is a first mover into the European royalty finance market. This is a well-proven model in the United States and
Canada that has allowed early investors to achieve an average capital gain of 1334% and a yield of 32% on the IPO price (as
at 14 October 2017).

Royalty financing is designed to offer private business owners a source of long-term capital without suffering refinancing
risk or any loss of control. With £1.2 billion in deal value being evaluated, Duke has demonstrated that there is clear demand
for this product. From this, a near-term pipeline of around £75 million has been identified (as at October 2017). The company
aims to de-risk its exposure to underlying businesses by seeking opportunities that have asset backing, a five year track
record of visible revenue generation and little or no debt.

After completing due diligence on the underlying royalty partners, DMI has taken a 5.16% position in the equity of Duke
Royalty. This is the fourth largest holding in the portfolio.

Our forecasts suggest that we can expect an initial yield of 4.8% growing at a compound rate in excess of 30% over the next
two years, resulting in a yield on cost of 8.1%. This compelling asset-backed income story is reinforced by our projected
return on equity of close to 10% and robust earnings growth. We believe that there is significant upside potential to our
current forecasts and Duke Royalty is expected to remain a core holding within the portfolio for the medium to long-term.

Ramsdens is a growing and diversified financial services provider and retailer. It operates in four core business segments,
including foreign currency exchange, pawn broking loans, buying and selling precious metals, and retailing of pre-owned
and new jewellery. The Group operates from 127 stores located in the UK.

There are a number of attractive elements to the investment case: the defensive business mix, high levels of cash generation,
net cash balance sheet, barriers to entry provided by the regulatory environment, and a strong and prudent management
team. However, we believe the key to our investment has been the wider market’s misunderstanding of the Group’s true
growth potential.

* Source: Statpro

**Please note, this is a target only and is not guaranteed
1 MI Downing Monthly Income Fund as at 29/03/18
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Investment Manager’s Report
continued

Firstly, assumptions have misjudged the organic growth that can be achieved from the existing estate by some margin. The
FX, retailing and pawnbroking businesses have grown at annualised rates of 37%, 25% and 7% respectively, and should
continue to grow at good growth rates. We have made prudent assumptions around these growth rates but our forecasts are
still materially ahead of the market. The second route to organic growth is through opening more stores. Ramsdens has
grown the estate by approximately 12 new stores each year since 2002. Based on management’s strategy, and the historic
rollout pattern, it would be fair to assume that the Company targets a similar level of openings per year over the next 10
years, however the market has assumed far fewer. It appears both the rollout potential and the contribution a mature store
can make to profitability has been misinterpreted - we believe a mature store could contribute twice as much as assumed by
the market.

Downing Managed Funds cornerstoned the placing of private equity stock in December 2017 and we now hold 14.97% of
the underlying equity across our portfolios. DMI has a 5.2% allocation, making Ramsdens the largest holding in the portfolio
as at 29 March 2018.

Ramsdens is a great example of a dividend incubator; we expect it to grow both earnings and dividends at an accelerated rate.

Lok’nStore is a leading player in the UK’s fast-growing self-storage market. It opened its first self-storage centre in February
1995 and has grown consistently over the last 20 years. The Group now operates 26 self-storage centres and two serviced
document stores in the south of England.

Since July 2009 the business has shown annualised share price growth of 31% in each financial year, and has also grown
the dividend at an annualised rate of 33%, for a total shareholder return of 738%. Lok’nStore’s large weighting within the
DMI portfolio is justified by its healthy pipeline, asset-backed estate and positive outlook.

The company has several key characteristics that we believe make it a good example of a typical dividend incubator. In addition
to its strong and increasing asset base, the self-storage business is highly cash generative with high profit margins on
established stores and all customers paying on a rolling 28-day basis. Lok’nStore also has a track record of strong and
growing cash generation driving a progressive dividend policy and significant growth in third-party management services
should increase the levels of return on invested capital.

We believe the Fund has a differentiated approach to income investing, choosing to focus on smaller businesses whose efficient
operations and strong balance sheets allow them to pay secure and growing dividends. Duke Royalty, Ramsdens and Lok’nStore
are great examples of small UK companies whose potential has been misinterpreted by an inefficient market. And as dividend
incubators, we believe these businesses can provide patient investors with attractive returns over the long-term.

Section 2: Performance Principles
These four principles that Downing believe are proven to drive outperformance and where our skills as Investment
Management are:

Performance Principle 1: Income outperforms
• Compounding dividends provides a strong advantage and taking an income focussed approach in combination with a
premium yield allows your Fund to make the most of this natural advantage.

• Dividend paying businesses are better at creating value than the wider market. Since the turn of the millennium the market
(MSCI UK Index) has generated capital only returns, those returns excluding dividends and compounding, of 3.46%, which
compares to the capital only return generated by the IA UK Equity Income Sector of 90.46%2. The reason for this
outperformance is that companies that are able to pay a dividend are typically highly cash generative in nature but also have
to make more disciplined capital allocation decisions because of the capital constraint placed upon them in the form a dividend.

2 FE Analytics. When comparing total return of the Numis Smaller Companies 1000 excluding Investment Trusts to the MSCI
United Kingdom Index for the period 31/12/92 – 31/03/2018
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Investment Manager’s Report
continued

Performance Principle 2: Smaller companies outperform
• It is far easier to double the size of a small business than that of a large one. The smallest 1000 listed businesses have
generated over 1,916.10% since the end of 1992. This compares to the 474.95% that would have been achieved by investing
in the wider market3.

• Smaller companies have a more attractive return profile. The Numis Smaller Companies 1000 Excluding Investment Trusts
Index has, since the end of 1992, generated an annualised return of 12.40% versus 7.22% for the MSCI United Kingdom
Index with 27% less volatility or “risk” (annualised volatility of 12.17% versus 16.73% for the MSCI United Kingdom Index)4.

• The smaller companies market is inefficient. c.50% of analysts in the UK are looking at the same 173 businesses however
the smallest businesses have on average 0.6 analysts per company5. This lack of scrutiny creates an opportunity for the
diligent investor to have a far greater level of insight into a business than his competition.

• Smaller companies are better value. The smallest companies can be bought at between an 8% - 30% discount to the largest
listed businesses6.

• Smaller companies provide diversified sources of income. 60% of the assets in the IA UK Equity Income Sector are invested
in the same 50 businesses7. Large funds have significant assets to invest so must invest in businesses that are large enough
to absorb large investments. There is also significant concentration of dividend payers in these largest businesses. In the 5
years to 31 March 2018 on average over 80% of the total distributions in the UK market have come from just 15 companies8.

However, there are close to 1,000 smaller companies in the UK9 many of which pay sustainable dividends. Your fund takes
advantage of these often-overlooked smaller businesses to generate a premium yield from diversified sources of income.

Performance Principle 3: Strong balance sheets outperform
• When assessing a business for its suitability for investment purposes the diligent investor considers the associated level of
risk as well as the potential returns from an opportunity. In considering risk we make use of the Merton’s Distance to Default
and Altman Z-Score methodologies to assess a firm’s likelihood of financial distress that can result in a reduction in the
dividend or bankruptcy.

• A study conducted by Société Générali demonstrates the predictive ability of the model showing that those businesses that
score highest have volatility 58.4% lower and compounded returns 44.9% higher than those of the lowest quality10.

• The Altman Z-Score, makes use of 7 variables to assess a firm’s likelihood of bankruptcy. This measure has been proven to
be up to 94% accurate at predicting bankruptcy in advance11.

3 Source: FE Analytics. When comparing total return of the Numis Smaller Companies 1000 excluding Investment Trusts to
the MSCI United Kingdom index for the period 31/12/92 – 31/03/2018
4 Source: FE Analytics. When comparing annualised ratios of the Numis Smaller Companies 1000 excluding Investment
Trusts to the MSCI United Kingdom index for the period 31/12/92 – 31/03/2018
5 Source: Thompson Reuters as at 31/03/17
6 Source: Thompson Reuters as at 31/03/17
7 Source: Thompson Reuters as at 31/03/18
8 Source: Capita Asset Services UK Dividend Monitor Q1 2018
9 Source: Thompson Reuters as at 31/03/17
10 Source: Société Généralé. Global Income Investor
11 Source: Financial Ratios, Discriminant Analysis and the Prediction of Corporate Bankruptcy. E. Altman
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Investment Manager’s Report
continued

Performance Principle 4: Efficient businesses outperform
• A study completed in January 2002 by Joseph Piotroski identified nine factors that when combined led to an average yearly
return of 23%, substantially outperforming the 16% return of the S&P 500 Index over the 20 years to 199612.

• A further study was conducted on the European market covering the 12 years to 13 June 2011 by Phillip Vanstraceele &
Tim du Toi of www.quant-investing.com. The outcome shows a variance in total outperformance between the highest scoring
and lowest scoring businesses of 376% over the 12-year period13.

Section 3: Portfolio
Over the last 12 months we have concentrated on applying the principles outlined in section 2 to the portfolio resulting in a
number of themes.

Increased exposure to smaller companies
We believe smaller companies are more likely to outperform as well as presenting an opportunity to take advantage of market
inefficiencies, cheaper valuations and better growth prospects. The portfolio is now 92% invested in businesses with a market
capitalisation below £1bn. We expect the increased focus on this part of the market to continue in coming periods.

12 Source: Value Investing: The Use of Historical Financial Statement Information to Separate Winners from Losers. J.D.
Piotroski
13 Source: Quantitative Value Investing in Europe: What Works for Achieving Alpha. Phillip Vanstraceele, Tim Du Toit
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Investment Manager’s Report
continued

Increased exposure to more efficient companies
We believe the best performance comes from those businesses that are run most efficiently. Our focus on efficiently run
businesses has continued with the portfolio being 90% invested in the most efficient businesses at the year end.

Increased exposure to strong balance sheets
We believe that businesses with strong balance sheets will outperform and generate that performance with a lower level of
risk. Over the last period we have increased the portfolio allocation to those businesses with lower levels of debt. Your Fund
is now 97% invested in businesses with Net Debt to Equity ratios of < 200%.
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Investment Manager’s Report
continued

Section 4: Investment Process
We use our four principles of outperformance as the starting point for our analysis however we believe that a full and rigorous
due diligence process is the most important element in investment management. Our investment process in rooted in
Downing’s private equity heritage that reaches back to the establishment of the firm in 1986.

This process of applying a private equity approach to the public markets was first applied through the MI Downing UK Micro-
Cap Growth Fund in February 201114. The MI Downing Monthly Income Fund harnesses the same philosophy and approach
and applies it up the market-cap spectrum.

14 Source: Maitland
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Portfolio Statement
as at 31 March 2018

                                                                                                                                                              Market      % of total
                                                                                                                                                                 value     net assets

Holding     Security                                                                                                                                £              2018

    OIL & GAS 0.00% (1.44%)

    Oil & Gas 0.00% (1.44%)

    BASIC MATERIALS 3.66% (1.64%)

    Mining 3.66% (1.64%)
466,000     Anglo Pacific                                                                                                             701,330               1.53
259,436     Central Asia Metals*                                                                                                  823,709               1.79

2,166,180     Pan African Resources*                                                                                             155,315               0.34

                                                                                                                                   1,680,354               3.66

    INDUSTRIALS 17.90% (7.93%)

    Construction & Materials 2.97% (4.51%)
146,372     Kier                                                                                                                        1,365,651               2.97

    Electronic & Electrical Equipment 6.93% (0.00%)
516,755     DiscoverIE                                                                                                              2,129,031               4.63
775,466     Sprue Aegis*                                                                                                          1,054,634               2.30

                                                                                                                                   3,183,665               6.93

    Industrial Transportation 4.13% (0.00%)
570,518     Braemar Shipping Services                                                                                    1,437,705               3.13
208,321     Stobart Group                                                                                                           459,348               1.00

                                                                                                                                   1,897,053               4.13

    Support Services 3.87% (3.42%)
241,832     Maintel*                                                                                                                 1,777,465               3.87

    CONSUMER GOODS 13.88% (6.75%)

    Food Producers 0.12% (0.00%)
361,173     Real Good Food Company*                                                                                         54,176               0.12

    Household Goods & Home Construction 3.84% (3.48%)
132,398     Galliford Try                                                                                                           1,105,523               2.41
44,132     Galliford Try Nil Paid Rights                                                                                       116,950               0.25

133,996     Telford Homes*                                                                                                         542,014               1.18

                                                                                                                                   1,764,487               3.84

    Leisure Goods 6.58% (3.27%)
247,895     Character*                                                                                                              1,177,501               2.56

1,127,961     Photo-me International                                                                                           1,845,344               4.02

                                                                                                                                   3,022,845               6.58

    Personal Goods 3.34% (0.00%)
806,761     Warpaint London*                                                                                                  1,532,846               3.34

MI Downing Investment Funds ICVC - MI Downing Monthly Income Fund 9
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Portfolio Statement
continued

                                                                                                                                                              Market      % of total
                                                                                                                                                                 value     net assets

Holding     Security                                                                                                                           £              2018

    HEALTH CARE 1.14% (5.84%)

    Health Care Equipment & Services 1.14% (3.39%)
137,265     Caretech*                                                                                                                  525,725               1.14

    Pharmaceuticals & Biotechnology 0.00% (2.45%)

    CONSUMER SERVICES 3.44% (24.28%)

    Food & Drug Retailers 1.95% (9.39%)
406,735     McColl's Retail                                                                                                          894,817               1.95

    General Retailers 1.49% (9.42%)
361,514     Card Factory                                                                                                              683,623               1.49

    Travel & Leisure 0.00% (5.47%)

    TELECOMMUNICATIONS 5.50% (1.83%)

    Fixed Line Telecommunications 5.50% (0.00%)
403,815     Adept Telecom*                                                                                                      1,292,208               2.81
686,509     Manx Telecom*                                                                                                      1,235,716               2.69

                                                                                                                                   2,527,924               5.50

    Mobile Telecommunications 0.00% (1.83%)

    FINANCIALS 48.52% (43.27%)

    Banks 3.02% (6.56%)
96,874     Close Brothers                                                                                                        1,389,173               3.02

    Non-life Insurance 3.51% (0.00%)
657,499     Sabre Insurance                                                                                                      1,610,873               3.51

    Life Insurance 6.11% (4.66%)
401,353     Chesnara                                                                                                                1,549,223               3.37
164,799     Phoenix Group                                                                                                        1,258,240               2.74

                                                                                                                                   2,807,463               6.11

    Real Estate Investment & Services 4.54% (0.00%)
549,359     Lok'nStore*                                                                                                            2,087,564               4.54

    Real Estate Investment Trusts 7.21% (11.27%)
1,083,961     Pacific Industrial & Logistics REIT*                                                                       1,257,395               2.74

972,766     Primary Health Properties                                                                                      1,071,988               2.33
995,554     Regional REIT                                                                                                            983,607               2.14

                                                                                                                                   3,312,990               7.21
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Portfolio Statement
continued

                                                                                                                                                              Market      % of total
                                                                                                                                                                 value     net assets

Holding     Security                                                                                                                           £              2018

    Financial Services 22.56% (12.92%)
5,000,000     Duke Royalty*                                                                                                         1,950,000               4.24

104,592     Integrafin                                                                                                                  268,801               0.59
205,835     Liontrust Asset Management                                                                                 1,115,626               2.43

1,179,244     Morses Club*                                                                                                         1,521,225               3.31
357,874     OneSavings Bank                                                                                                    1,330,576               2.90
104,924     Polar Capital*                                                                                                            537,211               1.17
575,483     Premier Asset Management*                                                                                  1,266,063               2.76

1,348,101     Ramsdens*                                                                                                            2,372,658               5.16

                                                                                                                                 10,362,160             22.56

    Equity Investment Instruments 1.57% (7.86%)
531,252     HICL Infrastructure                                                                                                    721,440               1.57

    TECHNOLOGY 4.70% (2.33%)

    Technology Hardware & Equipment 2.60% (2.33%)
602,365     Amino Technologies*                                                                                             1,192,683               2.60

    Fixed Interest 2.10% (0.00%)
326,416     Real Good Food 10% Loan Note 30/09/19^                                                               326,416               0.71
155,184     Real Good Food 10% Loan Note 30/09/2019^                                                           155,184               0.34
151,571     Real Good Food 10% Unsecured Loan Note 30/06/2018^                                         151,571               0.33
333,980     Real Good Food 6.5% Loan Note 28/06/2020^                                                          333,980               0.72

                                                                                                                                      967,151               2.10

    Investment assets                                                                                               45,362,128            98.74
    Net other assets                                                                                                       576,771              1.26

    Net assets                                                                                                           45,938,899          100.00

All investments are ordinary shares or stock units on a regulated securities market unless otherwise stated. The percentages
in brackets show the equivalent % holdings as at 31.03.17.

^ These are unquoted securities and have been valued at the Manager’s best assessment of their fair value.

* Quoted on AIM.
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Comparative Tables
Change in net assets per share
                                                                                            Income
                                                                31.03.18           31.03.17           31.03.16
                                                                       p                        p                        p

Opening net asset value per share 136.76 125.73 141.06
Return before operating charges^ 6.02 19.70 -7.48
Operating charges -1.45 -1.90 -1.93
Return after operating charges^ 4.57 17.80 -9.41
Distributions -6.95 -6.77 -5.92
Closing net asset value per share 134.38 136.76 125.73
^After direct transaction costs of -0.83 -0.38 -0.36
Performance
Return after charges 3.34% 14.16% -6.67%
Other Information
Closing net asset value £36,233,635 £9,921,518 £8,790,899
Closing number of shares 26,962,667 7,254,572 6,991,888
Operating charges 1.00% 1.47% 1.44%
Ongoing operating charges* 1.00% 1.00% 1.44%
Direct transaction costs 0.57% 0.29% 0.27%
Prices
Highest share price 150.74 138.20 148.73
Lowest share price 135.71 116.01 114.04

                                                                                       Accumulation
                                                                31.03.18           31.03.17           31.03.16
                                                                       p                        p                        p

Opening net asset value per share 191.27 166.93 179.17
Return before operating charges^ 7.98 26.93 -9.74
Operating charges -2.07 -2.59 -2.50
Return after operating charges^ 5.91 24.34 -12.24
Distributions -9.90 -9.19 -7.67
Retained distributions on 
accumulation shares 9.90 9.19 7.67
Closing net asset value per share 197.18 191.27 166.93
^After direct transaction costs of -1.18 -0.51 -0.47
Performance
Return after charges 3.09% 14.58% -6.83%
Other Information
Closing net asset value £9,705,264 £4,663,455 £4,836,494
Closing number of shares 4,922,076 2,438,136 2,897,364
Operating charges 1.00% 1.47% 1.44%
Ongoing operating charges* 1.00% 1.00% 1.44%
Direct transaction costs 0.57% 0.29% 0.27%
Prices
Highest share price 218.08 192.02 189.59
Lowest share price 191.53 155.42 150.13

* From 1 April 2017, the Investment Manager rebates expenses in order for the Fund’s Ongoing Charge not to exceed 1% of
the average Net Asset Value of the Fund.

Operating charges include indirect costs incurred in the maintenance and running of the Fund, as disclosed (but not limited
to) the detailed expenses within the Statement of Total Return. The figures used within this table have been calculated against
the average Net Asset Value for the accounting year.

The return after charges is calculated as the closing net asset value per share plus the distributions on income shares minus
the opening net asset value per share as a % of the opening net asset value per share.

Direct transaction costs include fees, commissions, transfer taxes and duties in the purchasing and selling of investments,
which are offset (where applicable) against any dilution levies charged within the accounting year. The figures used within
the table have been calculated against the average Net Asset Value for the accounting year.
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Comparative Tables
continued

Risk and reward profile
The risk and reward indicator table demonstrates where the Fund ranks in terms of its potential risk and reward. The higher
the rank the greater the potential reward but the greater the risk of losing money. It is based on past data, may change over
time and may not be a reliable indication of the future risk profile of the Fund. The shaded area in the table below shows the
Fund’s ranking on the risk and reward indicator.

Typically lower rewards, Typically higher rewards,
lower risk higher risk

The Fund is ranked at 5 because funds of this type have experienced medium to high rises and falls in value in the past.
Please note that even the lowest risk class can lose you money and that extreme market circumstances can mean you suffer
severe losses in all cases. The indicator does not take into account the following risks of investing in this Fund:

• For funds investing globally, currency exchange rate fluctuations may have a positive or negative impact on the value of
your investment.

• The Fund’s charges are deducted from the capital of the Fund. This may allow more income to be paid, but it may also
restrict capital growth and may result in capital erosion.

• The level of targeted income is not guaranteed and may not always be achieved.

• For further risk information please see the prospectus.

Risk warning
An investment in an Open Ended Investment Company should be regarded as a medium to long-term investment. Investors
should be aware that the price of shares and the revenue from them can fall as well as rise and investors may not receive
back the full amount invested. Past performance is not a guide to future performance. Investments denominated in currencies
other than the base currency are subject to fluctuation in exchange rates, which can be favourable or unfavourable.

1 2 3 4 5 6 7
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Statement of the Authorised Corporate Director’s Responsibilities
The Collective Investment Schemes sourcebook published by the FCA, (‘the COLL Rules’) requires the Authorised Corporate
Director (‘ACD’) to prepare financial statements for each annual accounting period which give a true and fair view of the
financial position of the Company and of the net income and net gains or losses on the property of the Company for the
period.

In preparing the financial statements the ACD is responsible for:

• selecting suitable accounting policies and then apply them consistently;

• making judgements and estimates that are reasonable and prudent;

• following UK accounting standards, including FRS 102 The Financial Reporting Standard applicable in the UK and Republic
of Ireland;

• complying with the disclosure requirements of the Statement of Recommended Practice for UK Authorised Funds issued
by the Investment Management Association in May 2014;

• keeping proper accounting records which enable it to demonstrate that the financial statements as prepared comply with
the above requirements;

• assessing the Company’s ability to continue as a going concern, disclosing, as applicable, matters related to going concern;

• using the going concern basis of accounting unless they either intend to liquidate the Company or to cease operations,
or have no realistic alternative but to do so;

• such internal control as they determine is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error; and

• taking reasonable steps for the prevention and detection of fraud and irregularities.

The ACD is responsible for the management of the Company in accordance with its Instrument of Incorporation, the
Prospectus and the COLL Rules.

Certification of the Annual Report by the Authorised Corporate Director

In accordance with the requirements of the Regulations and COLL Sourcebook, we hereby certify the Report on behalf of the
Company, Maitland Institutional Services Ltd.

R. Ackermann
D. Jones
Directors
Maitland Institutional Services Limited
23 July 2018
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Statement of the Depositary’s Responsibilities in Respect of the Scheme and Report
of the Depositary to the Shareholders of the MI Downing Investment Funds ICVC (“the
Company”) 
for the year ended 31 March 2018

The Depositary must ensure that the Company is managed in accordance with the Financial Conduct Authority’s Collective
Investment Schemes Sourcebook, the Open-Ended Investment Companies Regulations 2001 (SI 2001/1228), as amended,
the Financial Services and Markets Act 2000, as amended, (together “the Regulations”), the Company’s Instrument of
Incorporation and Prospectus (together “the Scheme documents”) as detailed below.

The Depositary must in the context of its role act honestly, fairly, professionally, independently and in the interests of the
Company and its investors.

The Depositary is responsible for the safekeeping of all custodial assets and maintaining a record of all other assets of the
Company in accordance with the Regulations.

The Depositary must ensure that:

• the Company’s cash flows are properly monitored and that cash of the Company is booked into the cash accounts in
accordance with the Regulations;

• the sale, issue, repurchase, redemption and cancellation of shares are carried out in accordance with the Regulations;

• the value of shares of the Company are calculated in accordance with the Regulations;

• any consideration relating to transactions in the Company’s assets is remitted to the Company within the usual time limits;

• the Company’s income is applied in accordance with the Regulations; and

• the instructions of the Authorised Fund Manager (“the AFM”), which is the UCITS Management Company, are carried out
(unless they conflict with the Regulations).

The Depositary also has a duty to take reasonable care to ensure that Company is managed in accordance with the Regulations
and Scheme documents in relation to the investment and borrowing powers applicable to the Company.

Having carried out such procedures as we consider necessary to discharge our responsibilities as depositary of the Company,
it is our opinion, based on the information available to us and the explanations provided, that in all material respects the
Company, acting through the AFM:

(i) has carried out the issue, sale, redemption and cancellation, and calculation of the price of the Company’s shares and the
application of the Company’s income in accordance with the Regulations and the Scheme documents of the Company,
and

(ii) has observed the investment and borrowing powers and restrictions applicable to the Company.

Northern Trust Global Services PLC
UK Trustee and Depositary Services
23 July 2018
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Independent Auditor’s Report to the Shareholders of MI Downing Investment Funds
ICVC (‘the Company’)

Opinion
We have audited the financial statements of the Company for the year ended 31 March 2018 which comprise the Statement
of Total Return, the Statement of Changes in Net Assets Attributable to Shareholders, the Balance Sheet, the Related Notes
and Distribution Tables for the Company’s Sub-fund listed on the content page and the accounting policies set out on pages
18 to 31.

In our opinion the financial statements:

• give a true and fair view, in accordance with UK accounting standards, including FRS 102 The Financial Reporting Standard
applicable in the UK and Republic of Ireland, of the financial position of the Sub-fund as at 31 March 2018 and of the net
revenue and the net capital losses on the property of the Sub-fund for the year then ended; and

• have been properly prepared in accordance with the Instrument of Incorporation, the Statement of Recommended Practice
relating to Authorised Funds, and the COLL Rules.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable law. Our
responsibilities are described below. We have fulfilled our ethical responsibilities under, and are independent of the Company
in accordance with, UK ethical requirements including the FRC Ethical Standard.

We have received all the information and explanations which we consider necessary for the purposes of our audit and we
believe that the audit evidence we have obtained is a sufficient and appropriate basis for our opinion.

Going concern
We are required to report to you if we have concluded that the use of the going concern basis of accounting is inappropriate
or there is an undisclosed material uncertainty that may cast significant doubt over the use of that basis for a period of at
least twelve months from the date of approval of the financial statements. We have nothing to report in these respects.

Other information
The Authorised Corporate Director is responsible for the other information which comprises the Authorised Corporate
Director’s Report. Our opinion on the financial statements does not cover the other information and, accordingly, we do not
express an audit opinion or, except as explicitly stated below, any form of assurance conclusion thereon.

Our responsibility is to read the other information and, in doing so, consider whether, based on our financial statements
audit work, the information therein is materially misstated or inconsistent with the financial statements or our audit knowledge.
Based solely on that work:

• we have not identified material misstatements in the other information; and 

• in our opinion the information given in the Authorised Corporate Director’s Report is consistent with the financial
statements. 

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where under the COLL Rules we are required to report to you
if, in our opinion:

• proper accounting records for the Company have not been kept; or 

• the financial statements are not in agreement with the accounting records.
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Independent Auditor’s Report to the Shareholders of MI Downing Investment Funds
ICVC (‘the Company’)
continued

Authorised Corporate Director’s responsibilities
As explained more fully in their statement set out on page 14 the Authorised Corporate Director is responsible for: the
preparation of financial statements which give a true and fair view; such internal control as they determine is necessary to
enable the preparation of financial statements that are free from material misstatement, whether due to fraud or error;
assessing the Company and its Sub-funds’ ability to continue as a going concern, disclosing, as applicable, matters related
to going concern; and using the going concern basis of accounting unless they either intend to liquidate the Company or its
sub-fund or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue our opinion in an auditor’s report. Reasonable assurance is a high
level of assurance, but does not guarantee that an audit conducted in accordance with ISAs (UK) will always detect a material
misstatement when it exists. Misstatements can arise from fraud or error and are considered material if, individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of the financial
statements.

A fuller description of our responsibilities is provided on the FRC’s website at www.frc.org.uk/auditorsresponsibilities.

The purpose of our audit work and to whom we owe our responsibilities
This report is made solely to the Company’s shareholders, as a body, in accordance with Rule 4.5.12 of the Collective
Investment Schemes sourcebook (‘the COLL Rules’) issued by the Financial Conduct Authority under the Open-Ended
Investment Companies Regulations 2001. Our audit work has been undertaken so that we might state to the Company’s
shareholders those matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest
extent permitted by law, we do not accept or assume responsibility to anyone other than the Company and the Company’s
shareholders as a body, for our audit work, for this report, or for the opinions we have formed.

Ravi Lamba
for and on behalf of KPMG LLP, Statutory Auditor
Chartered Accountants
15 Canada Square, London E14 5GL
23 July 2018
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Statement of Total Return
for the year ended 31 March 2018

                                                                                                                   31.03.18                                          31.03.17
                                                                       Note                            £                         £                          £                         £
Income

Net capital (losses)/gains                                2                                       (2,440,126)                                      1,382,223
Revenue                                                           3              1,232,663                                           734,179

Expenses                                                               4               (275,677)                                        (200,354)

Interest payable and similar charges                     4                      (188)                                                    –

Net revenue before taxation                                                     956,798                                           533,825

Taxation                                                                 5                   (5,628)                                            (1,822)

Net revenue after taxation                                                                                   951,170                                          532,003

Total return before distributions                                                                   (1,488,956)                                     1,914,226

Distributions                                                         6                                       (1,199,019)                                       (724,227)

Change in net assets attributable to
Shareholders from investment activities                                                     (2,687,975)                                     1,189,999

Statement of Change in Net Assets Attributable to Shareholders
for the year ended 31 March 2018

                                                                                                                   31.03.18                                          31.03.17
                                                                                                          £                         £                          £                         £
Opening net assets attributable
to Shareholders                                                                                            14,584,973                                    13,627,393

Amounts receivable on issue of shares                               34,616,778                                        1,561,491

Less: Amounts payable on cancellation of shares                  (966,381)                                     (2,029,166)

                                                                                                                      33,650,397                                         (467,675)

Change in net assets attributable to Shareholders 
from investment activities (see Statement of 
Total Return above)                                                                                         (2,687,975)                                      1,189,999

Retained distributions on accumulation shares                                                   391,504                                          235,256

Closing net assets attributable to Shareholders                                         45,938,899                                    14,584,973

The notes on pages 20 to 29 form an integral part of these Financial Statements.
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Balance Sheet
as at 31 March 2018

                                                                                                                   31.03.18                                          31.03.17
                                                                       Note                            £                         £                          £                         £
ASSETS

Fixed Assets
Investments                                                                                                 45,362,128                                    13,901,542

Current Assets
Debtors                                                               7              1,254,656                                           138,137
Cash and bank balances                                      9                            –                                           651,762

Total current assets                                                                                        1,254,656                                          789,899

Total assets                                                                                                  46,616,784                                    14,691,441

LIABILITIES
Investment liabilities                                                                                                      –                                                     –

Creditors
Bank overdrafts                                                   9                 (45,604)                                                    –
Distribution payable                                                              (236,543)                                          (65,508)
Other creditors                                                    8               (395,738)                                          (40,960)

Total creditors                                                                                                  (677,885)                                       (106,468)

Total liabilities                                                                                                 (677,885)                                       (106,468)

Net assets attributable to Shareholders                                                      45,938,899                                    14,584,973

The notes on pages 20 to 29 form an integral part of these Financial Statements.
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Notes to the Financial Statements
for the year ended 31 March 2018

1. Accounting Policies

(a) Basis of accounting
The financial statements have been prepared under the historical cost basis, as modified by the revaluation of investments
and in accordance with FRS 102 and the Statement of Recommended Practice (“SORP”) for Financial Statements of UK
Authorised Funds issued by the Investment Association (IA) in May 2014.

The financial statements have been prepared on the going concern basis.

The authorised Status and head office of the Fund can be found within the general information starting on page 32.

The Certification of the Annual Report by the Authorised Corporate Director can be found on page 14.

(b) Recognition of revenue
Revenue is included in the Statement of Total Return on the following basis:

Dividends on quoted equities and preference shares are recognised when the securities are quoted ex-dividend.

Interest on debt securities and bank and short-term deposits is recognised on an accrual basis.

All revenue includes withholding taxes but excludes irrecoverable tax credits.

(c) Treatment of stock and special dividends
The ordinary element of stocks received in lieu of cash dividends is credited to capital in the first instance followed by a
transfer to revenue of the cash equivalent being offered and this forms part of the distributable revenue.

Special dividends are reviewed on a case by case basis in determining whether the dividend is to be treated as revenue
or capital. Amounts recognised as revenue will form part of the distributable revenue. The tax accounting treatment follows
the treatment of the principal amount.

(d) Treatment of expenses
All expenses, except for those relating to the purchase and sale of investments and stamp duty reserve tax, are charged
against revenue for the year on an accruals basis.

(e) Taxation
Corporation tax is provided at 20% on revenue, after deduction of expenses.

Deferred tax is provided using the liability method on all timing differences arising on the treatment of certain items for
taxation and accounting purposes, calculated at the rate at which it is anticipated the timing differences will reverse.
Deferred tax assets are recognised only when, on the basis of available evidence, it is more likely than not that there will
be taxable profits in the future against which the deferred tax asset can be offset.

Stamp duty reserve tax suffered on surrender of shares is deducted from capital.

(f) Distribution policy
The net revenue after taxation as disclosed in the financial statements, after adjustment for items of a capital nature, is
distributable to Shareholders as dividend distributions. Any revenue deficit is funded from capital.

At the year end, there were no items of a capital nature.

Interim distributions may be made at the Investment Manager’s discretion and the balance of revenue is distributed in
accordance with the regulations.

For the purpose of enhancing revenue entitlement, all expenses (including those relating to the purchase and sale of
investments and stamp duty reserve tax) are allocated to capital for the year on an accruals basis. This will reduce the
capital growth of the Fund.

Distributions not claimed within a six year period will be forfeited and added back to the capital of the Fund.
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Notes to the Financial Statements
continued

(g) Basis of valuation of investments
Listed investments are valued at close of business bid prices on the last business day of the accounting year excluding
any accrued interest in the case of fixed and floating rate interest securities.

Unlisted or suspended investments are valued by the Investment Manager taking into account where appropriate, latest
dealing prices, valuations from reliable sources, financial performance and other relevant factors.

Market value is defined by the SORP as fair value, which generally is the bid value of each security.

Categorisation within the hierarchy has been determined on the basis of the lowest level input that is significant to the
fair value measurement of the relevant asset as follows:

• Level 1 – Unadjusted quoted price in an active market for identical instrument.
• Level 2 – Valuation techniques using observable inputs other than quoted prices within Level 1.
• Level 3 – Valuation techniques using unobservable inputs.

(i) Exchange rates
Transactions in foreign currencies are recorded in sterling at the rate ruling at the date of the transactions. Assets and
liabilities expressed in foreign currencies at the end of the accounting period are translated into sterling at the closing
exchange rates ruling on that date.

(j) Dilution levy
The Authorised Corporate Director may require a dilution levy on the purchase and redemption of shares if, in its opinion,
the existing shareholders (for purchases) or remaining Shareholders (for redemptions) might otherwise be adversely
affected. For example, the dilution levy may be charged in the following circumstances: where the scheme property is in
continual decline; on a Fund experiencing large levels of net sales relative to its size; on ‘large deals’ (typically being a
purchase of redemption of Shares to a size exceeding 5% of the Net Asset Value of the Company; in any case where the
Authorised Corporate Director is of the opinion that the interests of remaining shareholders require the imposition of a
dilution levy.

2. Net Capital (Losses)/Gains                                                                                               31.03.18                  31.03.17
                                                                                                                                                       £                              £

Non-derivative securities                                                                                                 (2,436,352)               1,384,434

Currency gains                                                                                                                                –                          119

Transaction charges                                                                                                               (3,774)                     (2,330)

Net capital (losses)/gains                                                                                              (2,440,126)              1,382,223

3. Revenue                                                                                                                             31.03.18                  31.03.17
                                                                                                                                                       £                              £

UK dividends: Ordinary                                                                                                     1,062,692                   656,011

Overseas dividends                                                                                                                30,744                     37,496

Property income distributions                                                                                             107,150                     40,672

Interest on debt securities                                                                                                     32,077                              –

Total revenue                                                                                                                   1,232,663                   734,179
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Notes to the Financial Statements
continued

4. Expenses                                                                                                                           31.03.18                  31.03.17
                                                                                                                                                       £                              £

Payable to the Authorised Corporate Director (ACD), associates of the ACD and 
agents of either of them:

ACD’s fee                                                                                                                             11,196 –

Administration fees                                                                                                              18,294 24,949

Registration fees                                                                                                                  23,020 24,472

                                                                                                                                              52,510 49,421

Payable to the Investment Manager, associates of the Investment Manager and 
agents of either of them:

Investment Manager’s fee                                                                                                  209,920 103,589

Payable to the Depositary, associates of the Depositary and agents of either of them:

Depositary’s fee (including VAT)                                                                                          13,372 13,295

Safe custody and other bank charges                                                                                   (1,351) 20,836

                                                                                                                                              12,021 34,131

Other expenses:

Audit fee (including VAT)                                                                                                       7,200 7,200

Audit fee (including VAT): taxation services                                                                           1,500 –

FCA fee                                                                                                                                     155 455

Listing fees                                                                                                                                   – 2,506

Sundry                                                                                                                                      944 –

Legal fees                                                                                                                              2,446 –

Printing costs                                                                                                                        4,053 3,052

                                                                                                                                              16,298 13,213

Total Ongoing charge (OGC) rebates accrued against expenses^                                          (15,072) –

Expenses                                                                                                                            275,677 200,354

Interest payable and similar charges                                                                                           188 –

Total                                                                                                                                    275,865 200,354

^The Investment Manager currently rebates the Funds operating charges in order for them to exceed 1% of the Net Asset
Values (NAV) of the Fund.



MI Downing Investment Funds ICVC - MI Downing Monthly Income Fund

MI Downing Investment Funds ICVC - MI Downing Monthly Income Fund 23

Notes to the Financial Statements
continued

5. Taxation                                                                                                                             31.03.18                  31.03.17
                                                                                                                                                       £                              £

(a) Analysis of charge in the year:

Overseas tax                                                                                                                            5,628 1,822

Total tax charge (note 5b)                                                                                                      5,628 1,822

(b) Factors affecting taxation charge for the year:

Net revenue before taxation                                                                                                  956,798 533,825

Corporation tax at 20%                                                                                                        191,360 106,765

Effects of:

UK dividends                                                                                                                      (212,538) (131,202)

Movement in surplus management expenses                                                                        27,327 31,936

Overseas tax expensed                                                                                                            5,628 1,822

Non-taxable overseas earnings                                                                                               (6,149) (7,499)

Total tax charge (note 5a)                                                                                                      5,628 1,822

(c) Deferred tax

At the year end there is a potential deferred tax asset of £161,022 (31.3.2017 £133,695) in relation to surplus management
expenses. It is unlikely that the Fund will generate sufficient taxable profits in the future to utilise these expenses and
therefore no deferred tax asset has been recognised in the year.
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Notes to the Financial Statements
continued

6. Distributions
The distributions take account of revenue received on the issue of shares and revenue deducted on the cancellation of
shares, and comprise:
                                                                                                                                          31.03.18                  31.03.17
                                                                                                                                                       £                              £

First interim 30.04.2017 60,065                     66,128 
Second interim 31.05.2017 46,421                     58,983 
Third interim 30.06.2017 65,678                     62,495 
Fourth interim 31.07.2017 50,997                     43,977 
Fifth interim 31.08.2017 65,179                     54,642 
Sixth interim 30.09.2017 68,512                     56,197 
Seventh interim 31.10.2017 84,727                     63,605 
Eighth interim 30.11.2017 127,199                     53,387 
Ninth interim 31.12.2017 233,912                     46,431 
Tenth interim 31.01.2018 134,960                     52,897 
Eleventh interim 28.02.2018 247,704                     63,514 
Twelfth interim 31.03.2018 297,941                     95,503 

1,483,295                   717,759 

Revenue deducted on cancellation of Shares 5,694                     12,835 
Revenue received on issue of Shares (289,970)                     (6,367)

Distributions 1,199,019                  724,227 

Reconciliation of net revenue after taxation to net distributions:

Net revenue after taxation per Statement of Total Return 951,170                   532,003 
Expenses allocated to capital 275,677                   200,354 
Relief on expenses allocated to capital (27,808)                     (8,134)
Undistributed revenue brought forward 2                              6 
Undistributed revenue carried forward (22)                            (2)

Distributions 1,199,019                  724,227 

7. Debtors                                                                                                                              31.03.18                  31.03.17
                                                                                                                                                       £                              £

Amounts receivable on issues 835,030                     45,680

Sales awaiting settlement 69,950                              –

Accrued income:

Interest on debt securities 4,148                              –

Dividends receivable 318,770                     90,913

Overseas tax recoverable 664                          648

UK income tax recoverable 13,166                          896

Total Ongoing Charge (OGC) rebates 12,629                              –

Prepaid expenses:

Legal fee 299                              –

Total debtors 1,254,656                   138,137
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Notes to the Financial Statements
continued

8. Other Creditors                                                                                                                  31.03.18                  31.03.17
                                                                                                                                                       £                              £

Amounts payable on cancellations 309,288                              –

Purchases awaiting settlement 42,367                              –

Accrued expenses:

Amounts payable to the Authorised Corporate Director (ACD), associates of the 
ACD and agents of either of them:

ACD’s fee 1,613                              –

Administration fee 2,546                       2,123

Registration fees                                                                                                                    2,071 2,062

                                                                                                                                                6,230 4,185

Amounts payable to the Investment Manager, associates of the Investment Manager 
and agents of either of them:

Investment Manager’s fee                                                                                                    30,235 9,227

Amounts payable to the Depositary, associates of the Depositary and agents 
of either of them:

Depositary’s fee (including VAT) 2,858                       1,320

Safe custody and other bank charges                                                                                    1,524 17,879

                                                                                                                                                4,382 19,199

Other expenses:

Audit fee (including VAT) –                       7,200
Audit fee (including VAT): taxation services 1,500                              –
Printing costs 1,736                       1,029
Listing fee                                                                                                                                     – 120

                                                                                                                                                3,236 8,349

Total other creditors 395,738                     40,960

9. Cash and Bank Balances                                                                                                   31.03.18                  31.03.17
                                                                                                                                                       £                              £

Cash and bank balances –                   651,762
Overdraft positions (45,604)                             –

Cash and bank balances (45,604)                  651,762



Notes to the Financial Statements
continued

10.Related Party Transactions
Authorised Corporate Director and other fees payable to Maitland Institutional Services Ltd (the ACD) are disclosed in
note 4 and amounts due at the year end are shown in note 8.

Fees payable to Downing LLP (the Investment Manager) are disclosed in note 4 and amounts due at the year end are
shown in note 8.

Amounts receivable on issue and payable on cancellation of shares and dilution levy are disclosed in the Statement of
Change in Net Assets Attributable to Shareholders and in note 6, amounts due at the year end are shown in notes 7 and 8.

Amounts receivable from the Investment Manager for Total ongoing charge rebates accrued against expenses are disclosed
in note 4 and amounts due at the year end are shown in note 7.

11.Contingent Liabilities and Outstanding Commitments
At 31 March 2018, the Fund had a contingent liability of £250,670 on a holding of 44,132 nil paid shares resulting from
a rights issue whereby one nil paid share was issued for every three ordinary shares held. The nil paid shares may be
exercised on 16 April 2018 at £5.68 per share (31.03.17: Nil).

12.Risk Management Policies and Disclosures
In pursuing its investment objectives, the Fund may hold a number of financial instruments. These financial instruments
comprise securities and other investments, cash balances, debtors and creditors that arise directly from the Fund’s
operations, for example, in respect of sales and purchases awaiting settlement, amounts receivable for creations and
payable for redemptions and debtors for accrued revenue.

In doing so, the ACD accepts market price risk and currency risk in relation to the investment portfolio and foreign cash
positions.

The Fund may also enter into a range of derivative transactions whose purpose is efficient portfolio management. In
addition the Fund only executes derivative contracts where both the derivative instrument and the counterparty have been
approved by the ACD.

The risks arising from financial instruments and the ACD’s policies for the monitoring and managing of these risks are
stated below in accordance with the Risk Management Policy of the ACD.

These policies have been consistent for both years through which these financial statements relate.

Market price risk
Market price risk arises mainly from uncertainty about future prices of financial instruments held. It represents the potential
loss the Fund might suffer through holding market positions in the face of price movements. This means the value of an
investor’s holding may go down as well as up and an investor may not recover the amount invested. Investors should
consider the degree of exposure of the Fund in the context of all their investments.

The Fund’s investment portfolio is exposed to market price fluctuations, which are monitored by the Company as per the
policies as set out in the Prospectus. The investment guidelines and investment and borrowing powers set out in the
Instrument of Incorporation, the Prospectus and in the Financial Conduct Authority’s Collective Investment Schemes
Sourcebook describe the nature of the market risk to which the Fund will be exposed.

At the balance sheet date, if the price of the investments held by the Fund increased or decreased by 10%, with all other
variables held constant, the net assets attributable to Shareholders would increase or decrease by approximately
£4,536,213 (2017: £1,390,154).

Currency risk
The majority of the Fund’s assets comprise of investments and cash denominated in sterling. As a result, the income and
capital value of the Fund are not affected by currency movements.

26 MI Downing Investment Funds ICVC - MI Downing Monthly Income Fund

MI Downing Investment Funds ICVC - MI Downing Monthly Income Fund



Notes to the Financial Statements
continued

12.Risk Management Policies and Disclosures (continued)

Interest rate risk
Interest rate risk, being the risk that the value of investments will fluctuate as a result of interest rate changes. The majority
of the Fund’s assets comprise equity shares which neither pay interest nor have a maturity date.

Interest receivable on bank deposits or payable on bank overdraft positions will be affected by fluctuations in interest
rates.

Credit risk
Credit risk arises from the possibility that the issuer of a security will be unable to pay interest and principal in a timely
manner. Adhering to investment guidelines and avoiding excessive exposure to one particular issuer can limit credit risk.

There are no net borrowings or unlisted securities and the Manager considers that the Fund has little exposure to credit
risk.

Liquidity risk
Liquidity risk is the risk that a Fund cannot raise sufficient cash to meet its liabilities when due. One of the key factors
influencing this will be the ability to sell investments at, or close to, the fair value without a significant loss being realised.

Under normal circumstances, a Fund will remain close to fully invested. However, where circumstances require: either
because a view of illiquid securities markets or high levels of redemptions in the Fund, the Fund may hold cash and/or
more liquid assets. Temporary higher liquidity levels may also arise during the carrying out of a change in asset allocation
policy, or following a large issue of shares.

Counterparty risk
The risk that the counterparty will not deliver the investments for a purchase or the cash for a sale after the Fund has
fulfilled its responsibilities which could result in the fund suffering a loss. The Investment Manager minimises the risk by
conducting trades through only the most reputable counterparties.

Fair value of financial assets and liabilities
Investments disclosed as at the balance sheet date are at fair value. Current assets and liabilities disclosed in the balance
sheet are at amortised cost which is approximate to fair value.
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Notes to the Financial Statements
continued

13.Portfolio Transaction Costs

31.03.18
                                                                                                                                                                        Purchases
Analysis                                                              Net                                                                                              before
of purchases                                              purchase                       Commissions                          Taxes     transaction
                                                                          cost                                      paid                                                    cost
                                                                               £                    £                     %                 £             %                     £
Equities                                                   45,141,841           53,814              0.12%        91,066      0.20%     44,996,961
Bonds                                                           967,151                    –              0.00%                 –      0.00%          967,151
Corporate actions                                           15,505                    –              0.00%                 –      0.00%            15,505

Total purchases after commissions
and tax                                                   46,124,497

                                                                                                                                                                                Sales
Analysis                                                              Net                                                                                              before
of sales                                                              sale                       Commissions                          Taxes     transaction
                                                                  proceeds                                      paid                                                    cost
                                                                               £                    £                     %                 £             %                     £
Equities                                                   12,227,554           14,534              0.12%               53      0.00%     12,242,141

Total sales after commissions
and tax                                                   12,227,554

Commission as a % of average net assets      0.24%
Taxes as a % of the average net assets           0.33%

31.03.17
                                                                                                                                                                        Purchases
Analysis                                                              Net                                                                                              before
of purchases                                              purchase                       Commissions                          Taxes     transaction
                                                                          cost                                      paid                                                    cost
                                                                               £                    £                     %                 £             %                     £
Equities                                                     7,720,194           10,725              0.14%        17,550      0.23%       7,691,919
Corporate actions                                         259,589                    –              0.00%                 –      0.00%          259,589

Total purchases after commissions
and tax                                                     7,979,783

                                                                                                                                                                                Sales
Analysis                                                              Net                                                                                              before
of sales                                                              sale                       Commissions                          Taxes     transaction
                                                                  proceeds                                      paid                                                    cost
                                                                               £                    £                     %                 £             %                     £
Equities                                                     8,396,012           12,254              0.15%               28      0.00%       8,408,294

Total sales after commissions
and tax                                                     8,396,012

Commission as a % of average net assets      0.16%
Taxes as a % of the average net assets           0.13%

Commissions and taxes as a % of the average net assets form part of the direct transactions costs stated within the
comparative tables on pages 12 and 13. The direct transaction costs within the comparative tables may differ due to the
effect of dilution levies charged (where applicable).
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Notes to the Financial Statements
continued

14.Portfolio Dealing Spread

The average portfolio dealing spread at 31 March 2018 is 2.00% (31.03.17: 0.78%).

15.Fair Value Disclosure

Valuation technique                                                             31.03.18                                                 31.03.17
                                                                              Assets               Liabilities                     Assets                Liabilities
                                                                                       £                              £                              £                              £
Level 1^                                                           44,394,977                              –              13,901,542                              –
Level 2^^                                                                         –                              –                              –                              –
Level 3^^^                                                            967,151                              –                              –                              –

                                                                      45,362,128                              –             13,901,542                              –

^Level 1: Unadjusted quoted price in an active market for an identical instrument.

^^Level 2: Valuation techniques using observable inputs other than quoted prices within level 1.

^^^Level 3: Valuation techniques using unobservable inputs.

A reconciliation of fair value measurements in Level 3 is set out in the following table.

                                                                          31.03.18                 31.03.17
Opening Balance                                                             –                              –
Purchases                                                            967,151                              –
Sales                                                                               –                              –
Total gains or losses included in the net 
capital gains/(losses) in the Statement 
of Total Return:
on assets sold                                                               –                              –
on assets held at year end                                             –                              –

Closing Balance                                                  967,151                              –

16.Shareholders Funds

                                                                             Income          Accumulation
Opening number of Shares                               7,254,572                2,438,136
Shares issued                                                  20,042,988                2,722,358
Shares cancelled                                                (334,893)                (238,418)

Closing number of shares                             26,962,667               4,922,076
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Distribution Tables
for the year ended 31 March 2018

Income Share Distributions

Share                                Distribution            Shares                 Net            Equalisation     Distribution      Distribution
class                                                                                       revenue                                     payable               paid
                                                                                                                                                   2018                 2017
                                                                                                     p                       p                       p                       p

Income                           First interim             Group 1             0.5619                   –                   0.5619              0.6078
                                                                      Group 2             0.2077              0.3542              0.5619              0.6078
                                      Second interim        Group 1             0.4359                   –                   0.4359              0.5360
                                                                      Group 2                  –                   0.4359              0.4359              0.5360
                                      Third interim            Group 1             0.6131                   –                   0.6131              0.5710
                                                                      Group 2                  –                   0.6131              0.6131              0.5710
                                      Fourth interim          Group 1             0.4213                   –                   0.4213              0.4012
                                                                      Group 2                  –                   0.4213              0.4213              0.4012
                                      Fifth interim             Group 1             0.5326                   –                   0.5326              0.5296
                                                                      Group 2                  –                   0.5326              0.5326              0.5296
                                      Sixth interim            Group 1             0.5511                   –                   0.5511              0.5432
                                                                      Group 2                  –                   0.5511              0.5511              0.5432
                                      Seventh interim        Group 1             0.6013                   –                   0.6013              0.6115
                                                                      Group 2                  –                   0.6013              0.6013              0.6115
                                      Eighth interim          Group 1             0.4701                   –                   0.4701              0.5120
                                                                      Group 2                  –                   0.4701              0.4701              0.5120
                                      Ninth interim            Group 1             0.7413                   –                   0.7413              0.4449
                                                                      Group 2                  –                   0.7413              0.7413              0.4449
                                      Tenth interim            Group 1             0.4053                   –                   0.4053              0.5061
                                                                      Group 2                  –                   0.4053              0.4053              0.5061
                                      Eleventh interim       Group 1             0.7383                   –                   0.7383              0.6056
                                                                      Group 2             0.0174              0.7209              0.7383              0.6056
                                      Twelfth interim         Group 1             0.8773                   –                   0.8773              0.9030
                                                                      Group 2             0.1424              0.7349              0.8773              0.9030
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Distribution Tables
continued

Accumulation Share Distribution

Share                                Distribution            Shares                 Net            Equalisation         Amount             Amount
class                                                                                       revenue                                   reinvested        reinvested
                                                                                                                                                   2018                 2017
                                                                                                     p                       p                       p                       p

Accumulation                 First interim             Group 1             0.7859                   –                   0.7859              0.8069
                                                                      Group 2             0.7653              0.0206              0.7859              0.8069
                                      Second interim        Group 1             0.6121                   –                   0.6121              0.7151
                                                                      Group 2                  –                   0.6121              0.6121              0.7151
                                      Third interim            Group 1             0.8635                   –                   0.8635              0.7650
                                                                      Group 2             0.2184              0.6451              0.8635              0.7650
                                      Fourth interim          Group 1             0.5959                   –                   0.5959              0.5401
                                                                      Group 2                  –                   0.5959              0.5959              0.5401
                                      Fifth interim             Group 1             0.7556                   –                   0.7556              0.7152
                                                                      Group 2                  –                   0.7556              0.7556              0.7152
                                      Sixth interim            Group 1             0.7846                   –                   0.7846              0.7365
                                                                      Group 2                  –                   0.7846              0.7846              0.7365
                                      Seventh interim        Group 1             0.8594                   –                   0.8594              0.8326
                                                                      Group 2                  –                   0.8594              0.8594              0.8326
                                      Eighth interim          Group 1             0.6746                   –                   0.6746              0.7005
                                                                      Group 2                  –                   0.6746              0.6746              0.7005
                                      Ninth interim            Group 1             1.0672                   –                   1.0672              0.6111
                                                                      Group 2                  –                   1.0672              1.0672              0.6111
                                      Tenth interim            Group 1             0.5864                   –                   0.5864              0.6975
                                                                      Group 2                  –                   0.5864              0.5864              0.6975
                                      Eleventh interim       Group 1             1.0712                   –                   1.0712              0.8378
                                                                      Group 2             0.0838              0.9874              1.0712              0.8378
                                      Twelfth interim         Group 1             1.2474                   –                   1.2474              1.2302
                                                                      Group 2             0.6115              0.6359              1.2474              1.2302

First interim period: 01.04.17 - 30.04.17
Second interim period: 01.05.17 - 31.05.17
Third interim period: 01.06.17 - 30.06.17
Fourth interim period: 01.07.17 - 31.07.17
Fifth interim period: 01.08.17 - 31.08.17
Sixth interim period: 01.09.17 - 30.09.17
Seventh interim period: 01.10.17 - 31.10.17
Eighth interim period: 01.11.17 - 30.11.17
Ninth interim period: 01.12.17 - 31.12.17
Tenth interim period: 01.01.18 - 31.01.18
Eleventh interim period: 01.02.18 - 28.02.18
Twelfth interim period: 01.03.18 - 31.03.18

Group 1: Shares purchased prior to a distribution period
Group 2: Shares purchased during a distribution period

Equalisation
Equalisation applies only to shares purchased during the distribution period (Group 2 shares). It represents accrued revenue
included in the purchase price of the shares. After averaging, it is returned with the distribution as a capital repayment. It is
not liable to income tax but must be deducted from the cost of the shares for capital gains tax purposes.
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General Information

Authorised Status
MI Downing Investment Funds ICVC (the “Company”) is structured as an Investment Company with Variable Capital (“ICVC”),
under regulation 12 (Authorisation) of the OEIC Regulations (Open-Ended Investment Companies Regulations 2001 (SI
2001/1228)).

The Company does not intend to have an interest in immovable property.

The Company is authorised and regulated in the UK by the Financial Conduct Authority (“FCA”) as a UCITS Retail Scheme
under the COLL Sourcebook.

The Company was incorporated in England and Wales on 04 June 2010 under registration number IC000824. The Shareholders
are not liable for the debts of the Company.

MI Downing Investment Funds ICVC is structured as an umbrella company. Provision exists for an unlimited number of Sub-
funds, and at the date of this Report one sub-fund, the MI Downing Monthly Income Fund is authorised.

Head Office
Springfield Lodge, Colchester Road, Chelmsford, Essex CM2 5PW

Address for Service
The Head Office is the address in the United Kingdom for service on the Company of notices or other documents required
or authorised to be served on it.

Base Currency
The base currency of the Company is Pounds Sterling.

Share Capital
The minimum share capital of the Company is £1 and the maximum is £100,000,000,000. Shares in the Company have no
par value. The share capital of the Company at all times equals the sum of the net asset value of the Fund.

Classes of Shares
The Company may issue both Income and Accumulation Shares.

Holders of Income shares are entitled to be paid the revenue attributable to such shares in respect of each annual accounting
period in the currency of the relevant share class.

Holders of Accumulation shares are not entitled to be paid the revenue attributable to such shares, but that revenue is retained
and accumulated for the benefit of shareholders and is reflected in the price of shares.

Valuation Point
The scheme property of the Company and each Sub-Fund will normally be valued at 12:00 on each dealing day for the purpose
of calculating the price at which shares in the Company may be issued, sold, repurchased or redeemed.

For the purpose of the pricing of shares, a business day is defined as a day on which the dealing office of the ACD is open
for the buying and selling of shares. The ACD may at any time during a business day carry out an additional valuation of the
property of the Fund if the ACD considers it desirable to do so, with the Depositary’s approval.

Buying, Redeeming and Switching of Shares
The ACD will accept orders for the purchase, sale and switching of shares on normal business days between 08:30 and 16:30.
Instructions to buy or sell shares may either be in writing to:

PO Box Springfield Lodge, Colchester Road, Chelmsford, Essex CM2 5PW
Or by telephone to:
0345 305 4212

The ACD has the right to establish facilities for recording telephone calls made or received on this telephone line.

A contract note giving details of the shares purchased will be issued no later than the next business day after the business
day on which an application to purchase shares is received and instrumented by the ACD. Certificates will not be issued in
respect of shares. Ownership of shares will be evidenced by an entry on the register of shareholders.
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General Information
continued

Pricing Basis
There is a single price for buying, selling and switching shares in a Fund which represents the Net Asset Value of the Fund
concerned. The share price is calculated on a forward pricing basis, that is at the next Valuation Point after the purchase or
redemption is deemed to be accepted by the ACD.

The prices of shares are published daily on www.maitlandgroup.com. Neither the ACD nor the Company can be held
responsible for any errors in the publication of the prices. The shares in the Company will be issued and redeemed on a
forward pricing basis which means that the price will not necessarily be the same as the published price.

Other Information
The Instrument of Incorporation, Prospectus, Key Investor Information Document and the most recent interim and annual
reports may be inspected at the office of the Company which is also the Head Office of the Company. Copies may be obtained
free of charge upon application. They are also available from the website of the Company, the details of which are given in the
directory of this report.

Shareholders who have complaints about the operation of the Company should in the first instance contact the ACD, or,
following that, may make their complaint direct to the Financial Ombudsman Service, Exchange Tower, London E14 9SR.

Remuneration of the Authorised Corporate Director
Its purpose is to ensure that the remuneration of the staff of the ACD is consistent with and promotes sound and effective
risk management, does not encourage risk-taking which is inconsistent with the risk profiles, rules or instruments of
incorporation of itself and the UCITS it manages (including the Company) and does not impair the ACD’s compliance with
its duty to act in the best interests of the UCITS it manages.

Further information is available in the ACD’s Remuneration Policy document which can be obtained from
www.maitlandgroup.com. A paper copy of the remuneration policy is available on request from the registered office of the
Authorised Corporate Director free of charge.

31.03.18 Number of Total Remuneration Fixed
Beneficiaries Paid Remuneration

Total remuneration paid by the ACD during the year 72 £29,490 £29,490

Remuneration paid to employees of the ACD who 
have material impact on the risk profile of the Fund 6 £6,255 £6,255

The table has been calculated based on the total remuneration paid to the ACD as ACD fees in the period as contained within
these accounts. The total remuneration has been apportioned between the code staff by way of a percentage based
assessment.

The management has reviewed the general principles of the Remuneration Policy and its application in the last year which
has resulted in no material changes to the Policy.

Risk Warning
An investment in an Investment Company with Variable Capital should be regarded as a medium to long-term investment.
Investors should be aware that the price of shares and the revenue from them can fall as well as rise and investors may not
receive back the full amount invested. Past performance is not a guide to future performance. Investments denominated in
currencies other than the base currency are subject to fluctuation in exchange rates, which can be favourable or unfavourable.
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