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MARKET REVIEW

Emerging market equities advanced in the first quarter, driven 
by a weaker U.S. dollar and expectations for a pause in 
interest rate hikes in the U.S. However, emerging markets 
underperformed developed markets, such as the S&P 500® 
Index and the MSCI EAFE® Index, as large components of 
emerging markets, such as India and Brazil, underperformed 
during the quarter. India underperformed on slowing growth, 
rising interest rates, and the Adani Group’s potential 
accounting irregularities. Brazil underperformed as rates 
remained high while investors continued to be concerned 
about the country’s fiscal health. South Korea and Taiwan, on 
the other hand, achieved robust gains, especially in January, 
on optimism about global growth. Mexico was one of the  
best performing markets against a backdrop of improving 
economic data. From a sector point of view, information 
technology and materials outperformed while utilities and 
consumer discretionary were the worst performers. 

FUND PERFORMANCE

The Virtus KAR Emerging Markets Small-Cap Fund returned 
6.67% (Class I) in the quarter, outperforming the 3.87% 
return of the MSCI Emerging Markets Small Cap Index. Much 
of the outperformance was driven by stock selection while 
sector allocation also contributed positively. Strong stock 
selection in Poland and strong stock selection and an 
underweight in India contributed positively to performance. 
Three of our four companies in India outperformed the Indian 
market. South Korea and Taiwan were the portfolio’s biggest 
detractors as these were two strong markets in which we have 
underweight positions. In South Korea, our stocks underperformed 
the overall market. Cyclical sectors and sub-industries, such 
as materials, semiconductors, steel, and autos, were strong 
performers in South Korea and our portfolio does not have 
much exposure to these areas. 

Grupa Pracuj and Qualitas Controladora were the largest 
contributors to performance in the quarter.

 > Grupa Pracuj is the leading online job portal in Poland.  
The company has over 60% market share and is the most 
popular site when it comes to finding jobs or candidates. 
Pracuj was our largest detractor last quarter, led by the 
uncertainty of the Polish economy and investor concerns 
over weaker hiring demand. In terms of industry and 
business fundamentals, nothing changed materially during 
the first quarter. Hiring demand is expected to be muted 
this year. However, we believe the strong performance is 
partly a function of the low valuation at the end of last year. 
 
 
 

 > Qualitas Controladora is the largest auto insurance 
company in Mexico with 30% market share. The stock 
rebounded sharply this year after underperforming in the 
previous year. In 2022, the business suffered from the 
impact of high inflation on the costs of parts and repair 
with more cars on the road after the pandemic. This 
year, the company is expected to improve its profitability, 
and this expectation, in our view, has been the main 
driver of the stock’s outperformance in the first quarter.

Vasta Platform and S-1 were the largest detractors from 
performance in the quarter.

 > Vasta Platform is an education company based in Brazil 
that provides K-12 educational content to private schools. 
We did not see any material news during the quarter, and 
the share price movements were driven by a small volume  
of trades. We do not view the underperformance during  
the quarter as a reflection of any changes in business 
fundamentals, and we believe the business is performing 
as expected.  

 > S-1 is a South Korea-based company that provides 
subscription-based security services. From our 
perspective, this is a relatively mature but stable business 
that pays out meaningful dividends. We believe the 
stock’s underperformance during the quarter is partly 
related to investors expecting bigger cash returns to 
shareholders, which has not materialized. In addition, 
businesses that are relatively more mature and slower 
growing seem to be out of favor in Korea.

PORTFOLIO CHANGES

We purchased two stocks for the portfolio: financial technology 
company Kaspi.kz (Kazakhstan) and semiconductor material 
manufacturer LEENO Industrial (Korea). There were no sales 
from the portfolio in the quarter.
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PORTFOLIO MANAGERS
Craig Thrasher, CFA
Industry start date: 2003 
Start date as Fund Portfolio 
Manager: 2013

Hyung Kim
Industry start date: 2004 
Start date as Fund Portfolio 
Manager: 2017

Notes on Risk: Equity Securities: The market price of equity securities may be adversely affected by financial market, industry, or issuer-specific events. Focus on 
a particular style or on small, medium, or large-sized companies may enhance that risk. Foreign & Emerging Markets: Investing in foreign securities, especially 
in emerging markets, subjects the portfolio to additional risks such as increased volatility, currency fluctuations, less liquidity, and political, regulatory, economic, 
and market risk. Industrial Concentration: Because the portfolio is presently heavily weighted in the industrial sector, it will be impacted by that sector’s 
performance more than a portfolio with broader sector diversification. Market Volatility: The value of the securities in the portfolio may go up or down in response 
to the prospects of individual companies and/or general economic conditions. Local, regional, or global events such as war, terrorism, pandemic, or recession 
could impact the portfolio, including hampering the ability of the portfolio’s manager(s) to invest its assets as intended. Prospectus: For additional information 
on risks, please see the fund’s prospectus. 
The commentary is the opinion of the subadviser. This material has been prepared using sources of information generally believed to be reliable; however, its accuracy is not guaranteed. 
Opinions represented are subject to change and should not be considered investment advice or an offer of securities.

Please consider a Fund’s investment objectives, risks, charges, and expenses carefully before investing. For this and other information about 
any Virtus Fund, contact your financial professional, call 800-243-4361, or visit virtus.com for a prospectus or summary prospectus. Read it 
carefully before investing.
Not insured by FDIC/NCUSIF or any federal government agency. No bank guarantee. Not a deposit. May lose value. 
Distributed by VP Distributors, LLC, member FINRA and subsidiary of Virtus Investment Partners, Inc.
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Performance data quoted represents past performance. Past performance does not guarantee future 
results. Investment return and principal value will fluctuate so that shares, when redeemed, may be worth 
more or less than their original cost. Current performance may be lower or higher than the performance 
data quoted. Please visit virtus.com for performance data current to the most recent month end. This 
share class has no sales charges and is not available to all investors. Other share classes have sales 
charges. See virtus.com for details.
The fund class gross expense ratio is 1.53%. The net expense ratio is 1.50%, which reflects a contractual 
expense reimbursement in effect through 1/31/2024. 
Average annual total return is the annual compound return for the indicated period and reflects the change in share price and 
the reinvestment of all dividends and capital gains. Returns for periods of one year or less are cumulative returns.

Index: The MSCI Emerging Markets Small Cap Index (net) is a free float-adjusted market capitalization-weighted index 
designed to measure small cap equity market performance in  the global emerging markets. The index is calculated on a total 
return basis with net dividends reinvested. The index is unmanaged, its returns do not reflect any fees, expenses, or sales 
charges, and is not available for direct investment.

TOP TEN HOLDINGS                        % Fund

Grupa Pracuj SA 5.67

Boa Vista Servicos SA 4.55

Tegma Gestao Logistica SA  4.38

Baltic Classifieds Group PLC 4.32

Union Auction PCL  3.96

Oracle Financial Services Software Ltd. 3.84

Multi Commodity Exchange of India Ltd.  3.42

Wirtualna Polska Holding SA  3.23

Allegro.eu SA  3.10

Sporton International Inc. 2.95

Holdings are subject to change.

TOP FIVE CONTRIBUTORS % Contribution

Grupa Pracuj SA  1.88

Qualitas Controladora SAB de CV 0.96

Wizz Air Holdings PLC 0.87

Sporton International Inc.  0.80

Union Auction PCL 0.54

TOP FIVE DETRACTORS  % Contribution

Vasta Platform Ltd.  -0.45

S-1 Corp. -0.32

SaraminHR Co Ltd. -0.24

Sarana Menara Nusantara Tbk PT -0.19

Carlsberg Brewery Malaysia Bhd  -0.18

% Contribution: Absolute weighted contribution.

To obtain the top/bottom holdings calculation 
methodology, call 800-243-4361.
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