VIRTUS SGA GLOBAL
GROWTH FUND
September 30, 2022

IMPORTANT RISK CONSIDERATIONS

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.

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.

Geographic
Concentration

A portfolio that focuses its investments in a particular geographic location will be sensitive to
financial, economic, political, and other events negatively affecting that location.

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.

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.
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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 20 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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SUSTAINABLE GROWTH ADVISERS

At a Glance

One philosophy. One strategy. One team.

Founded: July, 2003
Location: Stamford, CT



SGA manages U.S., global, emerging markets, and international
portfolios using a team-oriented approach and a consistent
investment philosophy based on fundamental research and investing
in equities of sustainable growth companies.



SGA's founders believe that a well-managed organization, with a
team of experienced investment professionals committed to
independent research and dedicated to a time-tested investment
management approach, can provide clients with substantial value.

AUM: $18.9 billion*

*AUM as of September 30, 2022. Source: Sustainable Growth Advisers
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INVESTMENT TEAM

Analysts and Portfolio Managers

SGA Since

George Fraise

2003

Co-Founding Principal

Gordon Marchand, CFA, CIC, CPA

2003

Co-Founding Principal

Rob Rohn

2003

Co-Founding Principal

Tucker Brown

2006

Principal

Hrishikesh (HK) Gupta

2014

Principal

Alexandra Lee, MD

2004

Principal

Kishore Rao

2004

Principal

Luying Wang, CFA

2017

Principal

Julian Cochran

2019

Research Analyst

James Li, CFA

2019

Research Analyst

Peter Madej, CMT

2005

Research Analyst

Jon Richter

2019

Research Analyst

Peter Knudsen, CFA

2014

Client Portfolio Manager

Deana Leong

2019

Client Portfolio Manager

David Shapiro

2019

Client Portfolio Manager

Steve Skatrud, CFA

2014

Client Portfolio Manager

Client Portfolio Managers and Client Service

As of 9/30/22. Source: Sustainable Growth Advisers.
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PHILOSOPHY



Identify those few differentiated global
businesses that offer predictable,
sustainable growth over the long term



Focus on a longer-term time horizon to
take advantage of short-term inefficiencies
and volatility



Deep company research with coverage by
multiple analysts to enhance objectivity





Valuation is an essential element of
growth stock selection; cash flow metrics
best reflect reality

Invest with conviction based solely on
opportunity and not benchmark active
weights

As of 9/30/22. Source: Sustainable Growth Advisers.

6

INVESTMENT APPROACH
STRUCTURED TO MANAGE RISK ACROSS THREE PILLARS

Lower Business Risk

Lower Human Risk

Lower Price Risk

Selectivity in
company identification

Team-based
approach

Discipline
in valuation

Source: Sustainable Growth Advisers
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SUSTAINABILITY
SGA: Enhancing the predictability of companies and striving to reduce portfolio risk
Naturally ESG Compatible


Focus on business quality and risk



How sustainable is long-term growth?

Integrated Process


Proprietary ESG ranking system



Cash-flow projections & discount rates



Portfolio decision making



Engagement & proxy voting

External ESG Research


A supplement to SGA’s proprietary research



MSCI ESG Analytics

Continuous Enhancements
Updated ESG & Proxy Voting Policies
Environmental & Modern Slavery Policies
Review of Third-party ESG Data Providers
Appointment of MSCI ESG Research &
GHG Portfolio Analysis Services
Appointment of ISS Sustainability
Voting Policy Services
Adoption of the PRI Framework:
Identify-Assess-Model-Engage
TCFD supporting organization, CDP signatory

Client Preferences


Tailored investment universe upon request

Source: Sustainable Growth Advisers. SGA integrates ESG factors, including ESG risks and opportunities, into its investment process. SGA believes environmental, social and
governance factors inherently impact a company’s brand equity, employee satisfaction, competitive position, financial performance and ultimately long-term shareholder value.
Investments are made with the objective of maximizing risk-adjusted financial returns to its clients. SGA does not place a premium on social returns, nor does SGA allocate its clients’
capital based on thematic or top-down views.

8

RESEARCH PROCESS

Idea Formation
Analysts present idea for analysis to IC
‘Go/No Go’

Due Diligence
Deep fundamental analysis, 10Y financial projections
Time: 2-6 months

Qualified Company List
Investment concept presented to IC for inclusion on the ‘buy-list’
Requires 2 of 3 Executive Committee Members’ approval

Valuation
Relative to other QCL companies based on growth, quality
and valuation

Client Portfolios
Concentrated 25-35 stock portfolios providing best combination of valuation,
quality and growth

Source: Sustainable Growth Advisers
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PORTFOLIO CONSTRUCTION

Stock Level


Extensive, first-hand
research



Selective criteria



Team vetting



Portfolio


25-35 holdings



Conviction based sizing
− 4-6% above-average
weight

>100 Qualified Company List
 25-35 Portfolio



Valuation considerations



2 of 3 PM approval

− 2-3% average weight
− <2% below-average
weight








Benchmark Consideration




SGA will never own a neutral
conviction stock for
diversification or active risk
objectives

Sell Discipline


Bottom-up process with top
down review


40% maximum sector
exposure
25% maximum industry
exposure
Focus on source of revenue
generation



Fundamental deterioration
Structural decline of a company’s pricing
power, competitive advantage, long-term
secular growth rate, or any other fundamental
erosion that lowers the long-term sustainability
of a company’s cash flow growth.
Valuation consideration
SGA will trim or remove a position from the
portfolio if it appears overpriced on SGA's cash
flow-based valuation system on an absolute
basis or relative to other candidates for portfolio
inclusion from the Qualified Company List.
Forced attrition
When a current holding no longer appears
attractive relative to another company on SGA’s
Qualified Company List, the holding will be sold
to make room for the new portfolio addition.

35%-65% exposure to nonU.S. companies

These are general portfolio construction and risk management guidelines that may be revised in order to satisfy clients’ specific portfolio mandates. Portfolio construction parameters
are subject to change. Source: Sustainable Growth Advisers
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PORTFOLIO CHARACTERISTICS

Quality

Gross Margin

Virtus SGA
Global
Growth Fund

MSCI
ACWI
(net)

59%

44%

Quality
Pricing Power
Recurring Revenues
Global Opportunity
Financial Strength
Management Strength

Cash Flow/Earnings

94%

62%

Debt/Equity

99%

157%

Earnings Variability

9.1%

27.4%

Growth
2-3x Earnings and
Revenue Growth vs.
ACWI

SGA Global
Growth

Growth

EPS Growth

16.2%

6.5%

Revenue Growth

13.4%

2.0%

3.8%

4.1%

SGA US
Focuse
d

Valuation

Enterprise Yield

Valuation
Cash-Flow Based

Past performance is no guarantee of future results.
Cash Earnings Ratio is a measure of proportion of earnings that is converted into cash (CFATS / Earnings). Cash Flow Available To Shareholders (CFATS) = Op Cash Flow – Cap X –
Sustaining Acquisitions – Unfunded Obligations (pensions, legal). Enterprise yield (EY) is a proprietary measure of the free cash flow truly available to investors as a percentage of
market value (CFATS / Market Capitalization).
Source: Bloomberg, FactSet, and SGA estimates and adjustments. Data as of 9/30/22. C/E Ratio, EY exclude financials. SGA C/E ratio and Enterprise Yield projected. EPS and
Revenue Growth are historical values since inception of the Virtus SGA Global Growth Fund (I: SGAPX). Virtus SGA Global Growth Fund (I: SGAPX) inception is 10/4/2013. Earnings
Growth data is through 12/31/2021 (last full calendar year of reported EPS data) for SGA’s longest tenured account. SGA EPS Growth data is based upon portfolio companies nonGAAP operating earnings. EPS calculations exclude companies with earnings going from (i) positive to negative or (ii) negative to positive, year to year.
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HIGHER GROWTH WITH LOWER VARIABILITY
SGA portfolio companies have historically grown their earnings at 2-3x the rate of the index
with almost 60% less variability

ANNUAL EARNINGS GROWTH: VIRTUS SGA GLOBAL GROWTH FUND VS. MSCI ACWI

SGA Global

MSCI ACWI

81%

16.2%

ACWI Earnings Growth:

6.5%

Fund Earnings Volatility:

9.1%

ACWI Earnings Volatility: 27.4%

39%
27%

22%
13%

Fund Earnings Growth:

15%
0%

19%

18%
10%
2%

11%

11%
4%

1%

19%
15% 15%

13%
4%

2%

18%
6%

-6%

-9%

-26%
2011

2012

2013

2014

2015

2016

2017

2018

2019

2020

2021

2022E

2023E

Past performance is no guarantee of future results.
Source: Bloomberg, Baseline, SGA Estimates and Adjustments. Data as of 9/30/22. Historical growth rates for MSCI ACWI is sourced from MSCI and Bloomberg. MSCI ACWI
estimates and characteristics sourced from Bloomberg and FactSet using MSCI data. C/E Ratio, EY exclude financials. SGA C/E ratio and Enterprise Yield projected. SGA EPS Growth
data is based upon portfolio companies non-GAAP operating earnings. EPS calculations exclude companies with earnings going from (i) positive to negative or (ii) negative to positive,
year to year. Growth volatility is calculated using standard deviation of annual EPS growth, since inception of the Virtus SGA Global Growth Fund (I: SGAPX). Virtus SGA Global
Growth Fund (I: SGAPX) inception is 10/4/2013.
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MORNINGSTAR PERCENTILE RANKINGS
I SHARE SINCE INCEPTION

GLOBAL LARGE-STOCK GROWTH CATEGORY BASED ON TOTAL RETURN

Annualized
Return

Standard
Deviation

Downside
Capture

Sharpe
Ratio

TOP

TOP

TOP

TOP

25%

39%

23%

23%

1 Year

3 Year

5 Year

Since Inception
10/4/13

Return Rank

224

247

94

53

Standard Deviation Rank

207

92

74

93

Downside Capture Rank

262

180

74

50

Sharpe Ratio Rank

231

246

86

51

# of Funds

367

308

272

198

Past performance is not indicative of future results.
As of 9/30/22. Class I shares. Source: Morningstar Direct. See page 20 for additional Morningstar disclosure. Standardized performance is presented on page 20.
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LOWER PRICE RISK

Cash Flow
Available to
Shareholders
(CFATS)





Operating
Cash Flows

−

CAPEX

−

Sustaining
Acquisitions

−

Unfunded
Obligations

Valuations Matter
–



=

All valuation models are proprietary; no use of sell-side estimates

Cash is King
–

Earnings are easily manipulated

–

What would you pay today for this future stream of predictable cash-flows?

Volatility = Opportunity
–

Price volatility provides opportunities to increase the growth profile of the portfolio without
compromising on quality
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VALUATIONS

Attempt to triangulate intrinsic value using short, intermediate and long-term valuation models:


Current Enterprise Yield
–

Current
Enterprise
Yield

Free cash flow to shareholders (CFATS) as a
percentage of market value



Analyst Price Targets
–

Analysts estimate intermediate-term value using a

Intrinsic Value

variety of fundamental factors


Discounted Cash Flows
–

10 years of free cash flow to shareholders (CFATS)

Discounted
Cash
Flows

Analyst
Price
Targets

discounted using one of five risk rates
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MAXIMIZING UPSIDE, LIMITING DOWNSIDE
Compounding long-term wealth creation involves limiting downside.

DOWN YEARS OF INDEX SINCE FUND INCEPTION (10/4/13)
7.7%

SGAPX
MSCI ACWI

-2.4%

UPSIDE & DOWNSIDE CAPTURE RATIOS (10/7/13-9/30/22)

113%
Upside

112%
Downside

115%
Upside

115%
Downside

-3.1%

-9.4%
2015

2018

Virtus SGA Global Growth Fund

Peer Group: World Large Stock

Past performance does not guarantee future results.
Source: Virtus Performance and Analytics. Upside and downside capture ratios shown use monthly calculations.

16

PERFORMANCE TAILWINDS AND HEADWINDS
SGA’s philosophical discipline has produced a portfolio with strong and resilient revenue,
earnings and cash flow growth through all phases of the business cycle.
There will be periods when relative performance tends to outperform the market. These include:


Periods of rising volatility when attractively valued, cash flow compounders are rewarded



Macroeconomic “downturns” when higher-quality, economically resilient companies are appreciated

There will also be periods when relative performance lags behind the benchmark. These include:


Speculative or momentum-driven periods of falling volatility when valuation discipline goes unrewarded



Macroeconomic “snapbacks” when lower-quality and highly cyclical companies experience relief rallies



SGA’s approach nonetheless typically provides strong absolute returns during such periods.

Past performance does not guarantee future results.
These are opinions of Sustainable Growth Advisers. 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.
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SECTOR ALLOCATIONS

Virtus SGA Global Growth Fund
MSCI ACWI (net)

35.0%

20.7%

19.8%
15.7%

14.6%

13.0%
10.4%

11.5%
9.5%

9.1%
7.7%

7.4%
5.2%

4.7%
3.0%

2.6%

2.5% 2.7%

3.1%

2.0%
0.0%

Information
Technology

Health Care

Financials

As of 9/30/22.
Sector allocations are subject to change.

Consumer
Discretionary

Consumer
Staples

Communication
Services

Industrials

Real Estate

Materials

Energy

0.0%
Utilities
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PORTFOLIO ATTRIBUTES

TOP TEN HOLDINGS

% of Fund

TOP TEN COUNTRIES

% of
Invested
Assets

MSCI
ACWI
(net)

59.3

61.5

Amazon.com Inc.

4.8

United States

Visa Inc.

4.5

India

7.8

1.7

Microsoft Corp.

4.2

Hong Kong

3.9

0.7

HDFC Bank Ltd.

4.2

Thailand

3.3

0.2

AIA Group Ltd.

3.8

Netherlands

3.2

1.0

Workday Inc.

3.7

Switzerland

2.9

2.7

Infosys Ltd.

3.6

Ireland

2.9

0.5

Salesforce Inc.

3.5

China

2.7

3.5

MSCI Inc.

3.1

Denmark

2.6

0.6

Heineken NV

3.1

France

2.6

2.7

Total

38.5

As of 9/30/22. Source: Virtus Performance and Analytics and FactSet. Data obtained from FactSet Research Systems is assumed to be reliable. Holdings and weightings are subject to
change. Regional weightings are subject to change. 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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PERFORMANCE REVIEW
AS OF SEPTEMBER 30, 2022 (%)
Series1

Series2

Global
Large-Stock
Growth

MORNINGSTAR RATINGSTM
1.21

3.75

6.08

7.83
4.44

6.13

I Share
Time Period

-6.55 -6.82

# of Stars

# of Funds

Overall

★★★

308

3 Year

★★

308

5 Year

★★★★

272

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

-20.66
-25.63
-31.89
QTD

YTD

-31.74
1 Year

3 Year

5 Year

Since
Inception*

*Inception: 10/4/13.

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 1.15%. The net expense ratio is 1.13%, which reflects
a contractual expense reimbursement in effect through 1/31/2023.
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 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.

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.
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VIRTUS SGA MUTUAL FUNDS
SGA manages U.S., global, emerging markets and international portfolios using a
team-oriented approach and a consistent investment philosophy based on fundamental
research and investing in equities of sustainable growth companies.
VIRTUS SGA EMERGING MARKETS
GROWTH FUND

VIRTUS SGA GLOBAL
GROWTH FUND

VIRTUS SGA INTERNATIONAL
GROWTH FUND

VIRTUS SGA NEW LEADERS
GROWTH FUND

A: SGAAX
C: SGACX
I: SGAPX
R6: SGARX

A: SCIIX
I: STITX
R6: SCIZX

A: VNLAX
C: VNLCX
I: VNLIX
R6: VNLRX

34

29

33

MSCI AC World Index (net)

MSCI AC World Ex USA Index (net)

MSCI AC World Mid Cap Index (net)

SYMBOL

A: VAEGX
C: VCEGX
I: VIEGX
R6: VESRX
NUMBER OF HOLDINGS

24
BENCHMARK

MSCI Emerging Markets Index (net)

As of 9/30/22.
The MSCI Emerging Markets Index (net) is a free float-adjusted market capitalization-weighted index designed to measure equity market performance in the global 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. 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. The MSCI AC World ex USA Index (net) is a free float-adjusted market capitalization-weighted index that measures equity performance of developed
and emerging markets, excluding the United States. 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. The MSCI AC World Mid Cap Index (net) is a free float-adjusted market capitalization-weighted index that
measures mid cap equity performance of developed and emerging markets. The index is calculated on a total return basis with net dividends reinvested.
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DEFINITIONS

Cash Flow—net amount of cash and cash-equivalents being transferred into and out of a business
Debt/EBITDA—calculated by dividing total debt by earnings before interest, taxes, depreciation, and amortization. It is a measure of a company’s ability to
pay off its incurred debt.
Earnings/Share Growth—indicates the earnings available to each common share. Earnings/share growth is the growth rate of these earnings per share. On
a portfolio level, this statistic measures the trailing earnings per share growth of a portfolio’s holdings.
Enterprise Yield—a proprietary measure of the free cash flow truly available to investors as a percentage of market value (CFATS / Market Capitalization)
Gross Margin—the sales revenue a company retains after incurring the direct costs associated with producing the goods it sells, and the services it provides
Net Debt—a liquidity metric used to determine how well a company can pay all of its debts if they were due immediately
Revenue Growth—the increase (or decrease) in a company's sales from one period to the next
Sharpe Ratio—a risk-adjusted measure calculated using standard deviation and excess return to determine reward per unit of risk
Standard Deviation—measures variability of returns around the average return for an investment portfolio. Higher standard deviation suggests greater risk
Up/Down Capture Ratio—a measure of how well a manager was able to replicate or improve on phases of positive benchmark returns and how badly the
manager was impacted by phases of negative benchmark returns
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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.
3492 11-22 © 2022 Virtus Investment Partners, Inc.

