
Utility stocks have always struggled to gain respect from investors. 
They might think utilities are boring and have little growth. Others 
might categorize utilities as income stocks that trade similarly to 
bonds. Some might complain that utilities are hard to analyze given 
how much effort it takes to keep up with myriad state regulatory 
jurisdictions. Then there are the biases: the sector is only 3% of 
the S&P 500® Index, so why bother; utilities can only be owned 
when interest rates are declining; or utilities can only be owned in 
bear markets when defensive stocks act relatively better. Portfolio 
managers trying to outperform the S&P 500® Index have little 
incentive to overweight a low beta sector such as utilities, and neither 
do generally bullish Wall Street strategists.

Let’s dispel some of these misconceptions. First, historical returns 
from utilities are worthy of greater respect. Not only did utilities 
outperform the broad market over the nearly 50-year long period 
shown in the above chart, they did it with a beta of 0.49.

While utilities sometimes trade similarly to bonds in the short term, 
over longer periods there is a closer correlation to stocks. The growth 
in dividends is the primary factor why utilities have consistently 
outpaced indexes of fixed income securities. The average dividend 
yield of the 29 utility stocks in the S&P 500 Index was 3.3% at the 
end of October and we expect dividend growth to be in the mid-single 
digit range over the next three to five years.
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Periods of rising interest rates are commonly believed to be inopportune times to own both fixed income securities 
and utility stocks. The data tells another story, one in which utilities have been the far better place to be positioned 
than bonds. We identified multiple periods since 1973 of rising interest rates (as measured by the 10-year U.S. 
Treasury yield) totaling 272 months. The average monthly return of the Dow Jones Utility Average was 0.58% or an 
annualized 7.1% which far outpaced the 0.09% monthly average of the Bloomberg US Intermediate Treasury Index, 
or 1.1% annualized.

More recently, over the 15 months since inflation moved above 5% and the 10-year Treasury yield soared from 
1.24% to 4.10%, utilities surprised many investors by generating a positive total return of 5.1%. In stark contrast, 
the S&P 500 Index and the Bloomberg U.S. Intermediate Treasury Index both declined by more than -10%. We 
believe the growth opportunities related to energy transition help explain why utility stocks have held up well in this 
challenging macroeconomic environment of 2022.

Current Fundamentals Are Strong

The Need for Powerhouse Expertise
Monitoring and analyzing the utility sector remains as complicated as ever. Power markets remain at the mercy of 
a tangle of regulations, subsidies, and social policies. Successful navigation demands a deep understanding of the 
companies, their regulators, and the political environment by an experienced investment team.

Enter UTES, a Pure Play on Utilities
An efficient way to gain or increase exposure to the sector is the Virtus Reaves Utilities ETF, an ETF managed 
actively by the experienced team of utility experts at Reaves Asset Management.

Unique Sector – utilities historical performance and risk characteristics define them as a distinct asset class

Active Advantage – active management of UTES allows its experienced portfolio managers to overweight their best 
ideas relative to the passive benchmark

Performance – in the seven years since its inception, UTES’ net performance has exceeded the S&P 500 Utilities 
Index by over 50 basis points per year
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The S&P 500® Index is a free-float market capitalization-weighted index of 500 of the largest U.S. companies. The Bloomberg US Treasury Index measures 
U.S. dollar-denominated, fixed-rate, nominal debt issued by the U.S. Treasury. Treasury bills are excluded by the maturity constraint. The U.S. Treasury 
Index is a component of the U.S. Aggregate, U.S. Universal, Global Aggregate and Global Treasury Indices. The Dow Jones Utility AverageTM aims to represent 
the stock performance of large, well-known U.S. companies within the utilities industry. The indexes are calculated on a total return basis with dividends 
reinvested. The indexes are unmanaged, their returns do not reflect any fees, expenses, or sales charges, and are not available for direct investment.

Glossary
30-day SEC Yield is a standardized yield calculated according to a formula set by the SEC, and is subject to change.

IMPORTANT RISK CONSIDERATIONS
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. 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 
or medium-sized companies may enhance that risk. Utilities Sector Concentration: The portfolio’s investments are concentrated in the utilities 
sector and may present more risks than if the portfolio were broadly diversified. 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. 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. Price 
changes may be short- or long-term. Local, regional, or global events such as war (e.g., Russia’s invasion of Ukraine), acts of terrorism, the spread 
of infectious illness (e.g., COVID-19 pandemic) or other public health issues, recessions, or other events could have a significant impact on the 
portfolio and its investments, including hampering the ability of the portfolio’s manager(s) to invest the portfolio’s assets as intended. Prospectus: 
For additional information on risks, please see the fund’s prospectus.

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.

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.

The Fund is an actively managed exchange-traded fund and does not seek to replicate the performance of a specified index. The Fund may have a higher 
portfolio turnover than funds that seek to replicate the performance of an index.

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 representative, 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.
Mutual funds, ETFs, and Virtus Global Funds distributed by VP Distributors, LLC, member FINRA and subsidiary of Virtus Investment Partners, Inc. 
5818 11-22 © 2022 Virtus Exchange-Traded Funds. All Rights Reserved.

AVERAGE ANNUAL TOTAL RETURNS (%) as of 9/30/22

The fund class gross expense ratio is 0.49%.

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 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 S&P 500® Utilities Index is a free-float market capitalization-weighted index comprised of companies included in the S&P 500® utilities sector. The 
index is calculated on a total return basis with 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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