VIRTUS DUFF & PHELPS WATER FUND*
September 30, 2022

*Effective July 25, 2022, this Fund’s name and subadviser has changed.

IMPORTANT RISK CONSIDERATIONS
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.

Issuer Risk

The portfolio will be affected by factors specific to the issuers of securities and other instruments in which
the portfolio invests, including actual or perceived changes in the financial condition or business prospects of
such issuers.

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.

Water-Related Risk

Because the portfolio focuses its investments in water-related companies, it is particularly affected by events
or factors relating to this sector, which may increase risk and volatility.

Focused
Investments

To the extent the portfolio focuses its investments on a limited number of issuers, sectors, industries or
geographic regions, it may be subject to increased risk and volatility.

Foreign Investing

Investing in foreign securities subjects the portfolio to additional risks such as increased volatility; currency
fluctuations; less liquidity; less publicly available information about the foreign investment; and political,
regulatory, economic, and market risk.

Sustainable
Investing

Because the portfolio focuses on investments in companies that the Manager believes exhibit strong
environmental, social, and corporate governance records, the portfolio's universe of investments may be
smaller than that of other portfolios and broad equity benchmark indices.

Prospectus

For additional information on risks, please see the fund's prospectus.
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VIRTUS INVESTMENT PARTNERS
MULTI-ASSET MANAGER

KEY FACTS

AFFILIATED

2

$145.0
Billion in
AUM

2

2

34
Funds Rated
4 or 5 Stars1

UNAFFILIATED
3

Past performance is not indicative of future results.
As of 9/30/22. 1Based on institutional-class or I shares. Please see page 17 for additional Morningstar disclosure. Strong ratings are not indicative of positive fund performance. 2Newfleet
Asset Management, Seix Investment Advisors, and Stone Harbor Investment Partners are divisions of Virtus Fixed Income Advisers, LLC (“VFIA”), an SEC registered investment adviser.
3Virtus has a minority ownership position in Zevenbergen Capital Investments.
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FIRM OVERVIEW


Founded in 1932 as an investment research
firm, Duff & Phelps began managing investment
portfolios in 1979, and has been a Virtus partner
since 19951



Specialist listed real assets boutique
headquartered in Chicago, delivering
strategies that enhance client outcomes through
fundamental research and active management



30 investment professionals with an average
of 24 years of investment experience and an
average of 14 years at the firm



DUFF & PHELPS ASSETS UNDER MANAGEMENT: $11.5 B

Corporate responsibility is a core focus of
the firm and ESG factors are incorporated into
our investment processes

Global
Infrastructure
and Utilities
$4.2 B

Global Real
Estate
Securities
$3.6 B

Portfolio
Solutions*
$2.3 B
Water
$0.6 B
Energy
Focused
$0.8 B

Our Investment Strategies
Quality

Reliability

Specialization

Quality
Is Our Standard
of Excellence

Reliability
Is Our Commitment
to Clients

Specialization
Is Our
Edge

As of 9/30/22 1 Includes common ownership under the entity which spun-out Virtus Investment Partners
*Includes customized portfolio solutions, fixed income, and other strategies designed for institutional clients.









U.S. Real Estate
Global Real Estate
Global Listed Infrastructure
Energy Infrastructure
Global Clean Energy
Water
Diversified Real Asset
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THE GLOBAL WATER CRISIS
GROWING SUPPLY DEMAND IMBALANCE

Source: WorldWaterDay.org and World Resources Institute (WRI) Combating the Coronavirus Without Clean Water April 2020.
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THE GLOBAL WATER CRISIS
INCREASED DEMAND ACROSS ALL USER GROUPS

Current

Future in 2050

69%
of all water consumption is
used for agriculture

19%
of all water is used for
industrial purposes

12%
of all water is used for
domestic purposes

Food demand to increase by 60%

Global water demand for manufacturing
will increase by 400%

Demand is expected to increase 300%
in Africa and Asia and 200% in Central
and South America

Source: The United Nations World Water Development Report 2018 (Nature-Based Solutions for Water) and The United Nations World Water Development Report 2021
“Valuing Water”.
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THE GLOBAL WATER CRISIS
RISING POPULATION GROWTH AND LIVING STANDARDS ARE KEY DRIVERS

Population
growth1



World population expected to increase to ~ 9.8 billion by 2050



3.6 billion people live in areas that are potentially water-scarce at least one month per
year, which could increase to ~ 5.25 billion by 2050

Urbanization2



70% of the world population will be living in urban areas by 2050, up from 43% in 1990



Global water use for energy will increase by 85% by 2050

Rising Living Standards3
How many gallons of water does it take to make…
HEAD OF
LETTUCE

POUND OF
CHICKEN

COTTON
SHIRT

POUND
OF BEEF

POUND OF
COFFEE

NEW
CAR

15

450

700

1,850

2,250

39,090

1Source:

The United Nations World Water Development Report 2018 (Nature-Based Solutions for Water) and The United Nations World Water Development Report 2021 “Valuing Water”.
United Nations Department of Economic and Social Affairs, World Prospects and the International Energy Agency (IEA). Water for Energy: Is Energy Becoming a Thirstier
Resource? Ch. 17 (World Energy Outlook 2012. Paris, IEA, 2012).
3Source: Water Footprint Network (2008); Ecolab, Closing Keynote Presentation from the Financial Times Water Summit from Doug Baker, CEO of Ecolab (October 2015).
2Sources:
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WATER RESOURCE ISSUES ARE ALSO ON THE RISE
CLEAN WATER HAS NO SUBSTITUTE AND IS REQUIRED FOR LIFE
Other reasons we are facing global water issues

#

1

Extraction of natural
resources and
development

#

2

Access to safe
drinking water and
sanitation

#

3

Pollution of water
and the environment
in general

#

4

Climate change
disrupting the water
cycle and water
availability

Sources: Image 1: http://www.iwmi.cgiar.org/2016/08/the global crisis of abstraction//, Image 2: Barclays, “The Water Challenge: Preserving a Global Resource”. Map source: Philippe
Rekacewicz, GRID-Arendal, Image 3: https:// www.straitstimes.com/world/world bank says water pollution weighs on global economic growth, Image 4: https://climate.nasa.gov/effects/.
Source: World Urbanization Prospects: The 2014 Revision, United Nations. Panasianbiz.net AQUASTAT, http://chartsbin.com/view/16529, as of September 2013.

8

THREE DIMENSIONS TO THE WATER SOLUTION
ALSO SUPPORTS FOUR KEY SUSTAINABLE DEVELOPMENT GOALS

1. Supply:
 Exploration, engineering, and design
 Wastewater treatment
 Pumping stations and pipelines
 Desalination equipment
 Well drilling

2. Quality:
 Filtration
 Monitoring and testing
 Disinfection chemicals
 Sanitary appliances
 Waste-water technology

3. Efficiency:
 Automation controls
 Smart meters
 Advanced irrigation equipment
 Drought-resistant crops
 Leak and waste detection

Source: Duff & Phelps Investment Management Co.
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WATER HAS BEEN A COMPELLING INVESTMENT
SECULAR GROWTH DRIVEN VALUE CREATION

GROWTH OF $1,000 INVESTMENT
$12,000
MSCI ACWI NR USD
S&P Global Water NR
S&P 500 TR USD
$10,000

$8,000

$7,109
$6,000

$4,743
$4,000

$3,484

$2,000

$0
2001

2004

2007

2010

2012

2015

2018

2021

Past performance is not indicative of future results.
As of 9/30/22. Source: Morningstar Direct. It is not possible to invest directly in an index. Indexes defined on page 19. Common inception is 11/19/01 the inception date of the S&P
Global Water Index.
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VIRTUS DUFF & PHELPS WATER FUND
INVESTMENT PHILOSOPHY & KEY FACTS
Tickers

A:
C:
Institutional:
P:

Benchmark

S&P Global Water Index, MSCI ACWI Index

Strategy Inception

March 31, 2008

help to improve the

Morningstar Category

Natural Resources

sustainability of global

Portfolio Managers

David Grumhaus and Evan Lang, CFA

Investment Style

Actively managed, diversified exposure, long-only equity

Focus

Market leaders with a unique position within the water supply
chain and long history in global infrastructure

Water Dimensions

Water Supply, Water Efficiency, Water Quality

Geographic Ranges

North America 45-75%, Europe 20-45%, Asia & Other 0-25%

Number of stocks

30-40

Fund AUM

$638.3M

PHILOSOPHY:
Invest in companies
which actively address

AWTAX
AWTCX
AWTIX
AWTPX

global water scarcity
and quality issues and

water resources.

Source: Duff & Phelps Investment Management Co. as of 9/30/22. Environmental, Social and Governance (ESG) strategies consider factors beyond traditional financial information to
select securities or eliminate exposure which could result in relative investment performance deviating from other strategies or broad market benchmarks.
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DUFF & PHELPS
WATER INVESTMENT PROCESS

Universe Screening

Refinement

Portfolio Construction

# of Stocks approx. 125

# of Stocks approx 75

# of Stocks 30 - 40

 Screen for companies with
solutions across Water Supply,
Water Efficiency, and Water
Quality

 Filter the investable universe
on the basis of:
1. Degree of Alignment

 Use the UN Sustainable
Development Goals framework
to align the universe
 Sector and region agnostic
 The universe is continuously
reviewed by the D&P team with
an active knowledge of the
water space

(assess Water-related impact
of the Product/Service)
2. Degree of Advantage

(management quality and
company strategic
advantages)

 Stock selection based on high
conviction and attractive
valuation
 Bottom-up stock selection at all
levels of the water chain
 ESG risk review – assessing the
risk exposure before investment
decision is made

3. Degree of Exposure

(company’s exposure to
Water end-markets)

Virtus Duff & Phelps Water Fund


Effective alignment of the Water philosophy with long-term value creation



Target outperformance of the broader global equity market over the cycle and across the peer group

Source: Duff & Phelps Investment Management Co.
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CASE STUDY
IMPROVE WATER SUPPLY ACCESS
Repairing infrastructure to create positive impact on society and environment

American Water
Operator of water infrastructure, including clean
water distribution, wastewater collection
and treatment


American Water Works is one of the leading private
water utilities in the USA



We believe because of its size, it can offer water of
better quality and at a lower price to customers than the
many, mostly small, public providers



Water utilities are strictly regulated and are paid
according to how well they manage and improve
infrastructure



Unlike other utilities, American Water Works is active in
different regions, which leads to a better risk profile

Source: Duff & Phelps Investment Management Co.
References to specific securities and their characteristics are examples of securities held in the Fund and are not intended to be, and should not be interpreted as an offer, solicitation
or recommendation to purchase or sell any financial instrument, an indication that the purchase of such securities was or will be profitable, or representative of the composition or
performance of the portfolio. Holdings in portfolio of the Virtus Duff & Phelps Water Fund as of 6/30/22: American Water Works 6.60%. This is for guidance only and not indicative of
future allocation. A stock mentioned as example above will not necessarily be comprised in the portfolio by the time this document is disclosed or at any subsequent date.
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CASE STUDY
ENHANCE WATER USE EFFICIENCY
Over $20bn planned to be spent on smart water technology by 2030

Xylem Corp.
Xylem is the world market leader in water pumps
and water technology


The intelligent and efficient solutions are used to move
water and wastewater and to protect water quality



Xylem's products are characterized by high energy
efficiency, which reduces water costs for end customers
in the long term



The company is a leading innovator in water quality
monitoring and smart metering

Source: Duff & Phelps Investment Management Co.
References to specific securities and their characteristics are examples of securities held in the Fund and are not intended to be, and should not be interpreted as an offer, solicitation
or recommendation to purchase or sell any financial instrument, an indication that the purchase of such securities was or will be profitable, or representative of the composition or
performance of the portfolio. Holdings in portfolio of the Virtus Duff & Phelps Water Fund as of 6/30/22: Xylem Inc. 4.49%. This is for guidance only and not indicative of future
allocation. A stock mentioned as example above will not necessarily be comprised in the portfolio by the time this document is disclosed or at any subsequent date.
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TOP HOLDINGS AND CHARACTERISTICS

Top Ten Holdings

% of Portfolio

American Water Works Company, Inc.

8.43

Danaher Corporation

6.40

Essential Utilities Inc.

6.20

Xylem Inc.

5.61

Veolia Environment SA

Equity Characteristics
Average Weighted
Market Cap (bn)

Virtus Duff &
Phelps Water
Fund

MSCI AC
World Index
(net)

28.28

273.77

Median Market Cap (bn)

6.90

4.92

5.19

Trailing P/E Ex-Negative
Earnings

24.96

14.29

Tetra Tech Inc.

4.17

Price-to-Cash Flow

17.02

14.89

Severn Trent Plc

4.01

Price-to-Book Value

4.19

4.06

IDEX Corp.

3.73

3-Year EPS Growth Rate

11.94

14.30

Stantec Inc.

3.58

Zurn Elkay Water Solutions Corp.

3.05

5-Year EPS Growth Rate

10.90

16.06

Active Share

98.52

-

Total

50.37%

As of 9/30/22. Source: Virtus Performance and Analytics. Holdings and weightings are subject to change. See page 19 for definitions of characteristics
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REPRESENTATIVE SECTOR & REGIONAL ALLOCATIONS
TOP TEN SECTOR ALLOCATIONS
34.4%

Virtus Duff & Phelps Water Fund

0.0%

2.2%

0.8%

4.3%

4.3%

5.3%

4.7%

6.1%

5.9%

6.4%

3.6%

10.0%

10.9%

10.0%
0.0%

10.0%

26.6%

21.4%

23.2%

S&P Global Water Index (net)

1.9%

0.0%

2.4%

0.9%

1.1%

2.4%

1.7%

19.0%

8.8%

14.7%

11.6%

As of 9/30/22. Source: Virtus Performance and Analytics. Sector and regional allocations are subject to change.

1.1%

Virtus Duff & Phelps Water Fund
S&P Global Water Index (net)

58.7%

75.8%

REGIONAL ALLOCATIONS
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PERFORMANCE REVIEW
AS OF 9/30/22 (%)
Virtus Duff & Phelps Water Fund (AWTIX)
MSCI ACWI Index (net)
S&P Global Water Index (net)

MORNINGSTAR RATINGSTM

6.24
5.69
7.26

7.17
7.28
8.72

4.58
4.44
5.77

3.51
3.75
4.41
YTD

1 Year

Time Period

# of Stars

# of Funds

Overall

★★★★

106

3 Year

★★

106

5 Year

★★★★

99

10 Year

★★★★★

87

Morningstar ratings are based on risk-adjusted returns. Strong ratings
are not indicative of positive fund performance.

-23.48
-20.66
-24.77

-30.05
-25.63
-31.89

-3.89
-6.82
-6.55
QTD

Natural
Resources

Institutional Share AWTIX

3 Year

5 Year

10 Year

Since
Inception*

*Inception: Institutional Class: 7/15/08.

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.
Institutional Class: The fund class gross expense ratio is 1.20%. The net expense ratio is
0.93%, which reflects a contractual expense reimbursement in effect through 9/20/2023.
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 ACWI Index (net) is a free float-adjusted market capitalization-weighted index that
measures equity performance of developed and emerging markets. The S&P Global Water Index
(net) is comprised of 50 of the largest publicly traded companies in water-related businesses that
meet specific investability requirements. The index is designed to provide liquid exposure to the
leading publicly-listed companies in the global water industry, from both developed markets and
emerging markets. 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 they
are not available for direct investment.

The Morningstar RatingTM for funds, or “star rating”, is calculated for
managed products (including mutual funds, variable annuity and
variable life subaccounts, exchange-traded funds, closed-end funds,
and separate accounts) with at least a three-year history. Exchangetraded funds and open-ended mutual funds are considered a single
population for comparative purposes. It is calculated based on a
Morningstar Risk-Adjusted Return measure that accounts for variation in
a managed product’s monthly excess performance, placing more
emphasis on downward variations and rewarding consistent
performance. The top 10% of products in each product category receive
5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars,
the next 22.5% receive 2 stars, and the bottom 10% receive 1 star. The
Overall Morningstar Rating for a managed product is derived from a
weighted average of the performance figures associated with its three-,
five-, and 10-year (if applicable) Morningstar Rating metrics. The
weights are: 100% three-year rating for 36-59 months of total returns,
60% five-year rating/40% three-year rating for 60-119 months of total
returns, and 50% 10-year rating/30% five-year rating/20% three-year
rating for 120 or more months of total returns. While the 10-year overall
star rating formula seems to give the most weight to the 10-year period,
the most recent three-year period actually has the greatest impact
because it is included in all three rating periods. Ratings do not take into
account the effects of sales charges and loads.
© 2022 Morningstar, Inc. All rights reserved. The information contained
herein: (1) is proprietary to Morningstar and/or its content providers; (2)
may not be copied or distributed; and (3) is not warranted to be accurate,
complete, or timely. Neither Morningstar nor its content providers are
responsible for any damages or losses arising from any use of this
information. Past performance is no guarantee of future results.

17

VIRTUS DUFF & PHELPS WATER FUND
KEY FEATURES

Precision exposure to
sustainable water

Targets pure-play companies, committed to addressing water scarcity,
increasing water quality, and enhancing water efficiency. Investors may
benefit fully from the secular growth trend that the water theme
represents globally

A resilient portfolio in
ever-changing market
conditions

The Fund focuses on what the manager considers high-quality water
stocks backed by strong structural drivers, seeking to deliver stability in
difficult market environments while generating attractive long-term growth
and returns

Time-tested experience in
Water and SDG investing

The Duff & Phelps team has decades of experience in listed real assets
and water-related investment expertise, engaging in a recurring dialogue
with global water leaders. The Fund is aligned to four of the 17 United
Nations Sustainable Development Goals (SDG), with a focus on Goal 6,
'Clean Water and Sanitation,' offering potential exposure to financial,
environmental, and social value
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DISCLOSURES AND IMPORTANT INFORMATION
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 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 S&P Global Water Index (net) is a modified
capitalization-weighted index comprised of 50 of the largest publicly traded companies in water-related businesses that meet specific invest ability requirements. The
index is designed to provide liquid exposure to the leading publicly-listed companies in the global water industry, from both developed markets and emerging
markets. The index is calculated on a total return basis with net dividends reinvested.
The indexes are unmanaged, their returns do not reflect any fees, expenses, or sales charges, and they are not available for direct investment.
Active Share is a measure of the percentage of stock holdings in a manager’s portfolio that differ from the benchmark index.
Avg. Weighted Market Cap (bn): The total dollar market value of all of a company’s outstanding shares.
Trailing P/E Ex-Negative Earnings: Per share stock price divided by the latest 12-months earnings per share
EPS Growth Rate is the company's estimated future earnings for each stock held by the portfolio.
Price-to-Book is the per-share stock price divided by the latest 12-month per-share Book Value.
Price-to-Cash Flow is the per-share stock price divided by the per-share operating cash flow.
Price-to-Earnings ratio (P/E ratio) is the ratio for valuing a company that measures its current share price relative to its earnings per share (EPS).
Standard Deviation measures variability of returns around the average return for an investment portfolio. Higher standard deviation suggests greater risk.
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Virtus (NASDAQ: VRTS) is a distinctive partnership of boutique investment managers,
singularly committed to the long-term success of individual and institutional investors.


We are not constrained by a single investment approach; rather, we provide access to independent,
specialized investment philosophies through our multi-discipline, multi-strategy approach.



We have the flexibility, agility, and responsiveness of a boutique asset management firm with similar product
breadth and investment talent of our larger peers.



We are committed to thoughtfully providing investment solutions, adhering to the highest standards of
product quality, operational excellence, and fiduciary responsibility.

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 all products or marketing materials are available at all firms.
Not insured by FDIC/NCUSIF or any federal government agency. No bank guarantee. Not a deposit. May lose value.
Mutual Funds distributed by VP Distributors, LLC member FINRA and subsidiary of Virtus Investment Partners, Inc.
3480 10-22 © 2022 Virtus Investment Partners, Inc.

