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MARKET REVIEW
Growth and high beta stocks bounced nicely in the quarter after 
underperforming in 2022 while defensive sectors like utilities went 
sideways after outperforming for most of last year.

Investor focus remains on inflation and the actions of the Federal 
Reserve. The economy is slowing but continues to grow, though the 
bank failures at the end of the quarter highlight some of the risks 
present and the benefit of maintaining an allocation to non-cyclical 
industries.

PERFORMANCE REVIEW
The Virtus Reaves Utilities ETF outperformed in the first quarter of 
2023, generating a return of -1.98% at NAV versus the benchmark 
return of -3.24%. Strong performance in several of the most 
overweight stocks in the Fund drove the return.

The Fund paid a quarterly dividend of $0.23 per share for each 
month of the quarter, while NAV per share at quarter-end was  
$45.73 and the Fund’s 30-day SEC yield1 was 2.57%. 

Edison International earned distinction as being both the largest 
overweight position in the Fund and the top performing utility in the 
sector. Investors have grown increasingly hopeful that the company 
will receive some level of recovery on wildfire damages, while over  
the last 12 months, the company has also made steady progress  
in resolving outstanding claims connected to previous wildfires. 
Management indicated that they expect to make formal filings to 
collect these costs in customer rates later this year.

Vistra, the Fund’s fourth largest overweight position entering the year, 
rallied after an announcement to acquire Energy Harbor’s assets.  
The company then reached an agreement to sell back to two of the 
largest Energy Harbor shareholders a stake in the new business, 
which implicitly valued Vistra at a much higher level. Going forward, 
the company will have a larger position in tax credit-supported 
nuclear generation, which we believe will in turn support significant 
dividends and share buybacks.

Public Service Enterprise Group, the Fund’s third largest overweight 
position entering the year, finished the quarter on the positive side  
as well. The stock disappointed last year as investors worried about 
pension expense and short-term debt levels, but we believe entered 
the year at an attractive valuation, especially when considering the 
value of its own nuclear power plant.

NiSource benefited from increased clarity surrounding long-term 
growth plans. NiSource reported strong earnings and raised its 2023 
guidance while also re-affirming its five-year targets of 6%-8% growth 
off the now higher 2023 base. Separately, the company was able to 
settle its Indiana electric rate case. 

PPL was a new purchase during the quarter. Its shares fell on news 
of a debt issuance, giving the Fund an opportunity to buy. The 
company has executed a series of transactions over the past few 
years to clean up its business and balance sheet, and we feel it now 
has the opportunity to grow at an above average rate. 

On the negative side, NextEra Energy was the worst contributor  
to performance in the quarter. The company is the subject of an 
investigation into alleged campaign finance violations, and the 
findings have taken longer than expected to be released. Further, the 
head of the utility retired on the date of the last earnings conference 
call, causing some investors to speculate that there was a connection 
between the investigation and the retirement. The company says  
the timing is entirely a coincidence, and the long-term outlook for 
NextEra remains one of the best in the sector, but it seems the lack 
of transparency has been a weight for the stock in the short-term.

Constellation Energy partially gave back some of its 2022 gains in the 
first quarter. Natural gas and power prices continued to slide in the 
first few months of 2023 as favorable weather eased concerns of 
widespread energy shortages. More importantly, the long-awaited 
capital allocation update provided in February left investors wanting a 
bit more. The update was long-term constructive, but the company 
will need to continue to execute on growth and cost management. 
We are confident in the path that management is on, the importance 
of nuclear to de-carbonization goals, and the value of the existing 
nuclear assets, and we believe first quarter underperformance is not 
cause for concern. 

DTE Energy faced regulatory headwinds, which we believe will prove 
to be short term.  Notably, the Michigan Public Service Commission 
denied DTE’s electric utility re-hearing in its 2022 general rate case. 
The company has since filed a new rate case and we expect a 
constructive outcome.  Management will take steps to mitigate the 
impact on 2023 earnings, but with warm first quarter weather, we 
believe investors became concerned about the ability of the company 
to meet its growth targets.  

NextEra Energy Partners fell as credit spreads widened post the failure 
of Silicon Valley Bank. The company should be able to raise its distribution 
15% per year for the next few years, but since it pays out all cash 
generated by the business, it is extremely sensitive to financing rates. 

Finally, Xcel Energy produced a negative return. Generally, the 
premium utilities continue to underperform the group, with investors 
currently more interested in those companies with lower valuations 
and higher dividend yields. Specifically for Xcel, it seems the wait 
for a resolution in its Minnesota rate case held back the stock momentarily. 

OUTLOOK
The companies in the portfolio are operating as expected. Cash flow 
remains strong despite a slowdown in economic growth. Eighteen of 
19 stocks owned in the Fund raised their dividends in the last year 
with the only exception being PG&E, which we believe may initiate a 
dividend in 2023. The weighted average growth rate of these dividends 
was 7.5% over the past 12 months. The Fund’s own distribution to s 
hareholders was 15% higher in the first quarter than 2022’s first quarter.
Utilities can continue to grow even if economic activity should further 
slow. Tax-incentivized capex opportunities in the renewable energy 
and power infrastructure spaces should drive earnings and dividend 
growth for many years to come. Over the past two years, the S&P 500® 
Utility Index is up 12.5% cumulatively in the face of high inflation and 
rising interest rates. This, when compared with the S&P 500’s return of 
6.5%, seems to us that investors are starting to recognize the positive 
attributes of the sector.
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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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INVESTMENT PROFESSIONALS
John P. Bartlett, CFA
President, Portfolio Manager, Research Analyst 
Industry start date: 1993 
Start date as Fund Portfolio Manager: 2015

Joseph ‘Jay’ Rhame, III, CFA
Chief Executive Officer, Portfolio Manager, 
Research Analyst 
Industry start date: 2005 
Start date as Fund Portfolio Manager: 2015

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 fund 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, medium, or large-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. 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.
2278 04-23 © 2023 Virtus Exchange-Traded Funds. All RIghts Reserved.

PORTFOLIO MANAGEMENT
Reaves Asset Management

 (09/23/15)
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 is 0.49%.
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 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 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.  
The S&P 500® Index is a free-float market capitalization-weighted index of 500 of the largest U.S. companies. 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.
U.S. Consumer Price Index (CPI) is the price of a weighted average market basket of consumer goods and services purchased by households. Changes in measured CPI track changes in prices over time.
The Dow Jones Utility Average is a stock index from S&P Dow Jones Indices that tracks the performance of 15 prominent utility companies traded in the United States.
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.
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

NextEra Energy Inc. 20.29

Edison International 8.28

DTE Energy Co. 6.88

Constellation Energy Corp. 5.95

PG&E Corp. 5.06

CMS Energy Corp. 4.84

Entergy Corp. 4.70

Public Service Enterprise Group Inc. 4.64

Vistra Corp. 4.56

Ameren Corp. 4.47

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

TOP FIVE CONTRIBUTORS % Contribution

Edison International 0.93 

Vistra Corp. 0.18

Public Service Enterprise Group 0.13

Nisource Inc. 0.12

PPL Corp. 0.06

TOP FIVE DETRACTORS  % Contribution

NextEra Energy -1.52

Constellation Energy -0.46

DTE Energy -0.41

NextEra Energy Partners -0.37

Xcel Energy -0.12

% Contribution: Absolute weighted contribution.

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