
MARKET REVIEW
The first quarter of 2023 began with a strong rally in global equity 
markets driven by moderating inflation, declining bond yields in the 
U.S. and Europe, resilient economic data, and China’s reopening 
post-COVID. Market strength eased as concerns over rising interest 
rates, early cracks in employment, and slowing durable goods orders 
rekindled recession fears. However, markets resumed their climb  
as central banks injected liquidity into the global banking system 
following the collapse of Silicon Valley Bank and Signature Bank  
in the U.S. and Credit Suisse experienced a forced sale to UBS due 
to financial stress. These events, together with signs of weakening 
inflation and fears of further instability in the global financial system, 
spurred hopes for less hawkish policies by central banks globally 
moving forward. 
The rally was broad-based, led by European, U.S., and Chinese 
markets. Growth stock indexes outpaced their value counterparts 
after lagging significantly in 2022 as longer-duration growth stocks 
benefited from declining bond yields. European markets performed 
best, boosted by speculation that the region may avoid a recession 
given the warmer winter, better-than-expected economic growth, and 
signs of softening inflation. Emerging markets benefited early in the 
quarter from optimism due largely to China’s reopening and signs of 
possible easing in the government’s regulation of technology firms, 
although returns faltered as the quarter progressed. Weakness in 
energy and commodity markets weighed on countries highly levered 
to their exports, including many in Latin America and the Middle 
East. India was also among the weaker markets in the quarter, with 
sentiment weighed down by accusations of fraud at one of the 
country’s largest conglomerates, Adani Group. 
Technology stocks performed best during the quarter driven by 
significant strength in semiconductor stocks. In contrast, energy 
stocks, which had outperformed significantly in 2022, underperformed 
as oil and commodity prices moderated. While earnings and corporate 
profit growth slowed in the quarter, stocks in the technology and related 
sectors benefited from meaningful increases in their valuation multiples 
as bond yields declined. This is in marked contrast to what happened 
to the sectors in 2022 as they bore the brunt of the compression in 
earnings multiples as interest rates rose.

PERFORMANCE
The Virtus SGA Global Growth Fund returned +8.91% (Class I) in the 
period, while the MSCI AC World Index returned +7.31%. Stock selection 
in consumer discretionary, healthcare, and financials, as well an 
underweight in energy and overweight in information technology, 
contributed to performance. Stock selection in industrials, information 
technology, and consumer staples, as well as an underweight in 
communication services and overweight in healthcare, detracted 
from performance.  
Salesforce and MercadoLibre were among the largest stock contributors. 
 > Enterprise software provider Salesforce reported results and guidance 
exceeding expectations for the year while accelerating its plans for 
enhancing operating margins and improving shareholder value amid 
pressure from outside activists. We trimmed our position in the 
company on the strength seen during the quarter. 
  

 > Latin American e-commerce giant MercadoLibre reported strong 
top-line growth and operating margins that exceeded consensus 
expectations and our own. The company’s execution continued  
to be very strong with fulfillment usage growth and advertising 
revenues. We trimmed the position on strength and maintained  
a below-average weight position in the company. 

XP and Recruit Holdings were among the largest stock detractors.   
 > Independent Brazilian brokerage platform XP reported disappointing 
top-line results from both its retail and institutional businesses. 
Debt capital markets were severely impacted by the bankruptcy 
of Brazilian retailer Americanas SA as it has lowered investor 
confidence, negatively impacting XP’s business. With greater 
uncertainty over the key headwinds impacting Brazilian economic 
growth, we liquidated our position for more compelling opportunities. 

 > Recruit Holdings reported better-than-consensus revenue and 
profits but came under pressure amid softer-than-expected HR 
Tech results and slightly better-than-expected results in its Japanese 
businesses. Being cognizant of the boost that the company received 
from the surge in job openings during the COVID rebound and our 
expectation for softer employment as higher interest rates impact 
global economic growth, we sold the position and reallocated the 
capital to higher-confidence opportunities.

PORTFOLIO CHANGES
During the quarter, we initiated a new position in enterprise software 
company Atlassian and transcontinental railway company Canadian 
Pacific Kansas City. In addition to XP and Recruit Holdings, we liquidated 
our position in Dassault Systemes after reaching its valuation target. 

OUTLOOK
Earnings expectations continued to moderate in the first qarter  
with 2023 earnings growth for the MSCI ACWI now expected to be 
1%, down from an expected 3% at the start of the year. However, 
expectations for growth in 2024 at 11% remain optimistic in our 
view. We continue to be cautious in our near-term growth outlook 
given the lagged impacts of global monetary tightening and tougher 
credit standards.
On a longer-term secular basis, we have argued for some time that 
growth is structurally challenged. Growing geopolitical divisions have 
exacerbated deglobalization trends and slowed global trade, key 
drivers of productivity and growth. Additionally, slowing investment 
growth, fading improvements in health and education, as well as 
demographic challenges and falling labor supply are headwinds to 
long-term global growth potential. 
While we think it is highly likely that revenue and earnings growth 
will slow in the coming years given persistent inflationary factors, 
high interest rates, tighter lending standards, less fiscal stimulus, 
declining consumer savings, and myriad other factors, we believe 
market valuations do not reflect this yet. Forecasts for 2023 have 
been cut—but only marginally—while expectations for 2024 have 
remained stable at levels much higher than we believe are realistic. 
We expect volatility in market leadership, which will likely continue 
as the market gradually transitions to slower growth expectations. 
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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 1.16%. The net expense ratio is 1.08%, 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 AC World Index (net) is a free float-adjusted market capitalization-weighted index that measures equity performance of developed and 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.
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PORTFOLIO MANAGERS

Hrishikesh (HK) Gupta
Industry start date: 2009 
Start date as Fund Portfolio 
Manager: 2021

Kishore Rao
Industry start date: 1997 
Start date as Fund Portfolio 
Manager: 2022

Robert L. Rohn
Industry start date: 1983 
Start date as Fund Portfolio 
Manager: 2010

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. 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. Limited Number of Investments: Because the portfolio has a limited number of securities, it may be 
more susceptible to factors adversely affecting its securities than a portfolio with a greater number of securities. Industry/Sector Concentration: A portfolio that 
focuses its investments in a particular industry or sector will be more sensitive to conditions that affect that industry or sector than a non-concentrated portfolio. 
Technology Concentration: Because the portfolio is presently heavily weighted in the technology sector, it will be impacted by that sector’s performance more than 
a portfolio with broader sector diversification. ESG: The portfolio’s consideration of ESG factors could cause the portfolio to perform differently from other portfolios. 
While the subadviser believes that the integration of ESG factors into the portfolio’s investment process has the potential to contribute to performance, ESG factors 
may not be considered for every investment decision and there is no guarantee that the integration of ESG factors will result in better performance. Currency Rate: 
Fluctuations in the exchange rates between the U.S. dollar and foreign currencies may negatively affect the value of the portfolio’s shares. Depositary Receipts: 
Investments in foreign companies through depositary receipts may expose the portfolio to the same risks as direct investments in securities of foreign issuers. 
Prospectus: For additional information on risks, please see the fund’s prospectus.

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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TOP TEN HOLDINGS                        % Fund

Microsoft Corp. 4.93

Visa Inc. 4.66

Amazon.com Inc. 4.26

HDFC Bank Ltd. 4.17

Workday Inc. 3.84

MSCI Inc. 3.66

S&P Global Inc. 3.39

Intuitive Surgical Inc. 3.19

Heineken NV 3.18

Alphabet, Inc.- Cl C  3.12

Holdings are subject to change.

TOP FIVE CONTRIBUTORS % Contribution

Salesforce Inc. 1.22

MercadoLibre Inc. 1.16

Microsoft Corp. 0.92

Amazon.com Inc. 0.88

Workday Inc. 0.82

TOP FIVE DETRACTORS  % Contribution

XP Inc. -0.43

Recruit Holdings Co. Ltd. -0.33

Cp All Pcl -0.27

China Mengniu Dairy Co. Ltd. -0.22

AlA Group Ltd. -0.17

% Contribution: Absolute weighted contribution.

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