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FUND OVERVIEW
VPC is a passively managed exchange-traded fund (ETF) seeking 
to track the Indxx Private Credit Index. The Fund strives to 
provide easy access, diversification, and higher yields through 
exposure to companies involved in lending to non-investment 
grade, small- to mid-sized U.S. companies. VPC invests in a 
rules-based portfolio of approximately 60 exchange-traded 
instruments focused on private credit markets, namely business 
development companies (BDCs) and select closed-end funds (CEFs). 

BDCs provide financing solutions to smaller, growing companies, 
as well as financially distressed firms. They were created by 
Congress in 1980 to provide an opportunity for individual 
non-accredited investors to participate in private placements. 
Many BDC holdings are managed by renowned private credit 
teams from firms such as Blackstone, BlackRock, Apollo, Ares, 
Goldman Sachs, KKR, etc. Additionally, many of the CEFs are 
managed by well-known asset management firms, including 
Eaton Vance, First Trust, Nuveen, and Invesco. 

VPC may appeal to investors looking to broaden and diversify 
their search for yield in a low interest rate environment. Private 
credit has historically offered an attractive and complementary 
income opportunity, particularly when considering the correlation 
to traditional fixed income.

HOW THE FUND PERFORMED
Performance was in line with the Indxx Private Credit Index throughout 
the quarter, with nominal tracking error. For the quarter, VPC posted  
a total return of 3.92% versus the Index’s return of 4.15%. For 
comparative purposes, the Bloomberg U.S. Aggregate Bond Index 
posted a 2.96% return.

VPC paid a quarterly dividend of $0.55 in March, while NAV at 
quarter-end was $20.58. As of 3/31/23, VPC had a 30-day SEC yield1 
of 11.21%. 

In the quarter, the BDC portion of the portfolio outperformed the CEF 
portion of the portfolio, which is focused on leveraged loan funds. The 
BDC and CEF portions of the portfolio both provided positive returns. 
Typically, we expect BDCs to outperform CEFs over time given their 
higher risk profile.

BDCs comprised approximately 60% of the portfolio, while CEFs 
accounted for the other 40%. As a reminder, holdings are weighted 
based on dividend yield with a single security cap of 5% and a floor of 
0.3%. With a roughly 60/40% split, the portfolio, by design, seeks to 
provide more diversification and better liquidity than a BDC-only portfolio. 

BDC performance was on par with the high yield bond market, as well 
as leveraged loans. Notably, the BDC portion of the portfolio outperformed  
the S&P financials sector by a wide margin, the result of multiple 
regional bank failures. We would remind investors that BDCs fared 
relatively well compared to higher levered financials in the Global 
Financial Crisis. As we have discussed before, BDCs cannot be levered 
more than 2 to 1 versus banks, which are generally levered 8 to 1.  
 

BDCs’ comparison to banks is stark: they largely consist of tiered 
liability maturities making them less likely to experience liquidity 
crunches, their liability durations are more than asset duration, and 
they have diversified funding sources as opposed to struggling regional 
banks, which have a liability duration short of asset duration. All said, 
BDCs continue to provide attractive, above-average yields relative to 
most traditional stock and bond asset classes. 

BDC valuations remain compelling given the correction in broader equity  
and fixed income markets. That said, growing macro uncertainty and 
recession risk highlight the importance of diversification in this space. 

CEF performance in the portfolio was positive as leveraged loan indices 
and the Morningstar bank loan category average were positive for the 
quarter. The CEFs in the portfolio are largely leveraged loan portfolios, 
also called bank loans or senior loans, focused on the non-investment 
grade, taxable bond market. 

PRIVATE CREDIT OUTLOOK 
Results for the quarter were mixed, with the month of March 
proving challenging in the space. However, despite a challenging 
month of March, the exceptionally strong start to the year resulted 
in a positive return for the quarter. BDCs showed resilience through 
the multiple bank failures of the quarter, which provided a good 
reminder that these are not entities that take on deposits and may 
have the tailwind of providing funding in an environment where 
banks are less likely to step in and offer lending after such a 
challenging quarter. 

BDCs also demonstrated resilience not just through the challenges 
faced by parts of the banking sector for the quarter, but also the 
continued rising of rates by the U.S. Federal Reserve (Fed). Much 
of BDCs’ income is based on floating rates, which insulated them  
to a degree through the recent rising rate environment. While there 
is continued uncertainty around the intermediate term direction  
of rates, and the Fed continues to operate on “data dependent” 
guidance, the floating rate aspect of the portfolio may continue  
to be a benefit. 

Defaults continue to be a factor worth monitoring. Defaults in the 
below-investment grade part of the market did rise through the 
quarter but remain below historical averages. The default cycle is 
expected to be more broadly based across industries, as opposed 
to the two most recent default cycles, which were concentrated in 
two business sectors: energy and retail. It is likely that this cycle  
will be more reflective of weaker businesses finding themselves in 
default based on poor fundamentals and not outside pressure to a 
specific sector. If this environment does come to pass, it will make 
diversification critical.

It’s our view that investors should consider a broader opportunity 
set of investments, including non-traditional sources of income. 
With an awareness of the risk/return trade-offs, they may find 
benefits in more attractive income streams and historically lower 
correlations to traditional asset classes. 

1 30-day SEC Yield is a standardized yield calculated according to a formula set by the SEC and is subject to change.
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Start date as Fund Portfolio Manager: 2019

Seth Kadushin
Portfolio Manager 
Industry start date: 1988  
Start date as Fund Portfolio Manager: 2019

Tracking Error is the divergence between the price behavior of a position or a portfolio and the price behavior of a benchmark.
Notes on Risk: Exchange-Traded Funds (ETF): The value of an ETF may be more volatile than the underlying portfolio of securities it is designed to track. The costs to the portfolio of owning shares of an ETF may exceed the cost of 
investing directly in the underlying securities. Private Credit Funds: Private credit funds that invest in closed-end funds and business development companies bear the risks of these underlying assets, including liquidity, industry, 
currency, valuation and credit risks. 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. Credit & Interest: Debt instruments are subject to various risks, including credit and interest rate risk. The issuer of a debt security may fail to make interest and/or principal payments. Values 
of debt instruments may rise or fall in response to changes in interest rates, and this risk may be enhanced with longer-term maturities. High Yield Fixed Income Securities: There is a greater risk of issuer default, less liquidity, and 
increased price volatility related to high yield securities than investment grade securities. Fund of Funds: The risk that the fund’s performance will be adversely affected by the assets owned by the other mutual funds and ETFs in 
which it invests, and that the layering of expenses associated with the fund’s investment in such other funds will cost shareholders more than direct investments would have cost. Passive Strategy/Index Risk: A passive investment 
strategy seeking to track the performance of the underlying Index may result in the portfolio holding securities regardless of market conditions or their current or projected performance. This could cause the portfolio’s returns to be 
lower than if the portfolio employed an active strategy. Correlation to Index: The performance of the portfolio and its index may vary due to factors such as flows, transaction costs, whether the portfolio obtains every security in the 
index, and timing differences associated with additions to and deletions from the index. Market Price/NAV: At the time of purchase and/or sale, an investor’s shares may have a market price that is above or below the fund’s NAV, 
which may increase the investor’s risk of loss. Closed-End Funds: Closed-end funds may trade at a discount or premium from their net asset values, which may affect whether an investor will realize gains or losses. They may also 
employ leverage, which may increase volatility. 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.
ETFs distributed by VP Distributors, LLC, member FINRA and subsidiary of Virtus Investment Partners, Inc.
2266 04-23 © 2023 Virtus Exchange-Traded Funds. All Rights Reserved.

INDEX PROVIDER
Indxx, LLC

 Returns for periods of less than one year are cumulative total returns.
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.
The fund class gross expense ratio is 6.72% and reflects the direct and indirect expenses paid by the Fund.
The Total Expense Ratio represents the Fund’s Total Annual Fund Operating Expenses, which includes the management fee and other expenses 
where applicable, except for certain payments that are paid directly by the Fund, as described in the Prospectus.
The Expense Ratio minus the indirect expenses incurred by the underlying funds in which the Fund invests (acquired fund fees) is 0.75%. Expenses 
paid by the Fund include 5.97% in Acquired Fund Fees and Expenses (AFFE), indirect expenses which VPC is required to itemize in its fee table 
because it primarily holds BDCs and CEFs—themselves funds with management fees. AFFE are implicitly reflected in the prices of the BDCs and 
CEFs in the portfolio and are not paid directly from the Fund’s net assets.
The Fund is an exchange-traded fund (“ETF”). The “net asset value” (NAV) of the Fund is determined at the close of each business day, and 
represents the dollar value of one share of the Fund; it is calculated by taking the total assets of the Fund, subtracting total liabilities, and dividing 
by the total number of shares outstanding. The NAV of the Fund is not necessarily the same as its intraday trading value. Fund investors should not expect to buy or sell shares at NAV because shares of ETFs such as the Fund 
are bought and sold at market price (not NAV) and are not individually redeemed from the Fund. Thus, shares may trade at a premium or discount to their NAV in the secondary market. Brokerage commissions will reduce 
returns. NAV returns are calculated using the Fund’s daily 4:00 pm NAV, and include the reinvestment of all dividends and other distributions (reinvested at the Fund’s NAV on distribution ex-date). Market price returns are 
calculated using the 4:00 pm midpoint between the bid and offer, and include the reinvestment of all dividends and other distributions (reinvested at the 4:00 pm bid/offer midpoint on distribution ex-date). Market price 
returns do not represent the return you would receive if you traded at other times.
Benchmark: The Indxx Private Credit Index is an index of listed business development companies (‘BDCs’) and closed end funds (‘CEFs’) with a private credit focus. The Index is designed to serve as a broadbased 
benchmark for long-only investments in private credit. The Index is unmanaged, its returns do not reflect any fees, expenses, or sales charges, and is not available for direct investment.
Bloomberg U.S. Aggregate Bond Index measures the U.S. investment grade fixed rate bond market. The index is unmanaged, its returns do not reflect any fees, expenses, or sales charges, and is not available for direct investment.
IOPV, or Indicative Optimized Portfolio Value, is a calculation disseminated by the stock exchange that approximates the Fund’s NAV every fifteen seconds throughout the trading day.

TOP TEN HOLDINGS                        % Fund

Eagle Point Credit Co., Inc. 3.50

Oxford Lane Capital Corp. 3.20

Sixth Street Specialty Lending Inc. 2.64

Nuveen Credit Strategies Income Fund 2.63

XAI Octagon Floating Rate Alternative  
Income Term Trust                            2.53

SLR Investment Corp. 2.50

TriplePoint Venture Growth BDC Corp. 2.48

Crescent Capital BDC Inc. 2.33

MidCap Financial Investment Corp. 2.33

FS KKR Capital Corp. 2.33

Holdings are subject to change. To view the full list of 
holdings, please visit virtus.com.

TOP FIVE CONTRIBUTORS % Contribution
TriplePoint Venture Growth BDC Corp. 0.39

Oxford Lane Capital Corp. 0.35

BlackRock Innovation and Growth Term Trust 0.32

Eagle Point Credit Co., Inc. 0.31

FS KKR Capital Corp. 0.26

 
TOP FIVE DETRACTORS  % Contribution 
 
BlackRock TCP Capital Corp. -0.30

Portman Ridge Finance Corporation  -0.09

Monroe Capital Corp. -0.08

Oaktree Specialty Lending Corporation -0.04

PennantPark Investment Corporation -0.04

% Contribution: Absolute weighted contribution. 
To obtain the top/bottom holdings calculation 
methodology, call 800-243-4361.
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