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As of July 2022, Voya Investment Management (Voya IM) acquired the 
investment personnel and assets related to certain strategies from Allianz 
Global Investors (AllianzGI). All historical performance data, data analysis,  
and other information provided for periods prior to July 25, 2022, were 
prepared by AllianzGI. 

Virtus Investment Partners is the manager for the Virtus Income & Growth Fund 
and Voya IM is the sub-advisor.

GENERAL MARKET ENVIRONMENT
The first quarter marked a reversal of 2022 with equities, convertible securities, 
and high-yield corporate bonds advancing in the period. The path to achieving 
these returns was not linear, however. Better-than-feared fourth-quarter earnings 
results and steady economic data drove early strength, while hawkish Federal 
Reserve (Fed) commentary and rising terminal rate expectations pressured 
markets in February. March ushered in the unexpected: the two largest U.S. 
bank failures since 2008 and the collapse of Credit Suisse in Europe. Headlines 
rattled markets initially, but investor confidence was quickly restored with the 
Fed and U.S. government responding with decisiveness and unprecedented 
speed to tackle the issues facing regional banks and UBS stepping in to 
purchase Credit Suisse. Angst eased further in the absence of new regional 
bank headlines, suggesting perceived risk was not systemic, deposit flight  
was diminishing, and existing facilities were addressing bank liquidity needs. 
The Fed raised rates by 25 basis points twice during the quarter. February’s 
hike was interpreted as hawkish, supported by a higher-for-longer narrative. 
By March’s Federal Open Market Committee meeting, the Fed’s tone had 
shifted, and its statement was adjusted to incorporate less hawkish language. 
Correspondingly, terminal rate expectations fell, and the 2-year U.S. Treasury 
yield dropped sharply.
Economic reports indicated continued growth but at a slower pace. Unemployment 
remained low, services data rebounded into expansionary territory, and Citi’s 
Economic Surprise Index touched levels not seen in nearly a year. Meanwhile, 
inflation ticked lower, yet remained above the Fed’s desired target.
Against this backdrop, U.S. Treasury yields and the yield curve were extremely 
volatile. The 2-year yield traded below 4% just days after closing above 5% 
and banking headlines hit. The yield curve’s (2s10s) inversion more than 
halved as a result after inverting the most since the early 1980s.

PORTFOLIO COMMENTARY
The portfolio advanced (net of fees) in the first quarter, benefiting from strength 
across equities, convertible securities, and high-yield corporate bonds.
Most of the quarter’s top contributing positions were holdings that benefited 
from positive catalysts or news flow in the period. Apple advanced in 
anticipation of better-than-feared iPhone demand and Microsoft legged higher 
supported by the introduction of its next-generation core office productivity 
franchise. Tesla shares gained after exceeding expectations and providing 
strong sales guidance. Exposure to NVIDIA—the S&P 500®’s top performer—
also aided the portfolio. Amazon and Alphabet rallied after both companies 
announced layoffs to buoy profitability and optimism around China’s 
reopening helped lift an online travel services provider. Other outperformers 
included Meta and a cybersecurity issuer. 
Notable detractors were among the portfolio’s strongest contributors in 2022. 
Within energy, select exploration & production and oilfield services holdings 
declined alongside crude oil and natural gas. Defensive positioning within 
healthcare including pharmaceutical and managed care exposures also 
underperformed. Delinquency concerns weighed on a credit card company 
and banking headlines pressured a financial services company. Other laggards 
included a telecom-wireline operator under new leadership and a cable & 
satellite provider focused on the buildout of its 5G network.  
 
 
 
 

Nearly all option positions expired below strike and the portfolio was able to 
retain the set premiums.
Exposure increased in financials and industrials and decreased the most in 
healthcare, technology, consumer discretionary, utilities, and energy. The 
number of equities with a covered call structure rose during the period.

OUTLOOK
Our market outlooks remain unchanged. Equity volatility—both upside and 
downside—could continue to persist partly fueled by skewed sentiment  
and positioning. Currently, pessimism among individual investors remains 
elevated, and this tendency is reflected in current positioning with money 
market funds attracting outsized inflows. Typically, these datapoints can  
serve as contrarian indicators. Following outsized market movements, skewed 
sentiment and positioning may dampen further gain/losses.
The Fed hiking cycle appears to be nearing an end, which could be a positive 
development for stocks. Per Goldman Sachs, U.S. equities generally rallied  
in the months following the end of past Fed tightening cycles. In the three 
months following the peak Fed funds rate, the S&P 500 Index returned +8% 
(average), rising in 5 of 6 episodes. On a 12-month basis, the S&P 500 Index 
returned +19% (average), also rising in 5 of 6 episodes.
Similarly, interest rates have rolled over with the 10-year U.S. Treasury yield 
trading nearly 1% below October’s peak. The U.S. dollar has also weakened 
significantly after topping in September. Higher interest rates and dollar 
strength were two perceived headwinds for the U.S. stock market exiting 2022.
U.S. convertible securities should continue to provide benefits to investors, 
including an attractive asymmetric return profile and lower interest rate 
sensitivity relative to core fixed income. After a challenging 2022, the 
universe looks vastly different compared to the past decade. 
U.S. high yield’s risk/reward opportunity is compelling. In addition to a 
favorable technical backdrop (due to robust rising star volume and a less 
active primary market in 2022 following record new issuance in 2020 and 
2021), credit statistics and fundamentals are healthy, near-term refinancing 
obligations remain low and managements continue to prioritize debt reduction. 
As a result, defaults are expected to normalize but not significantly exceed 
historical averages. 
A covered call options strategy can benefit from elevated or rising equity 
volatility by collecting premiums that translate into attractive annualized yields.
Collectively, these three asset classes can provide a steady source of income 
and a compelling participate and protect return profile. Additionally, they 
serve as a diversification tool, historically offering outperformance relative to 
core fixed income in a rising interest rate environment.
Today’s investing environment is characterized by high uncertainty, pessimistic 
sentiment, fears of both equity and rate volatility, and rising inflation. The 
Income and Growth strategy is a solution designed to address these risks, aiming 
to provide high monthly income, the potential for capital appreciation, less 
volatility than an equity-only fund, and a low correlation to rate-sensitive investments.
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Effective June 10, 2022, this Fund’s name has changed.  
Effective July 25, 2022, this Fund’s subadviser has changed. 
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PORTFOLIO MANAGERS
Justin M. Kass, CFA
Industry start date: 1998 
Start date as Fund Portfolio 
Manager: 2007

David J. Oberto
Industry start date: 2003 
Start date as Fund Portfolio 
Manager: 2020

Michael E. Yee
Industry start date: 1994 
Start date as Fund Portfolio 
Manager: 2007

Ethan Turner, CFA
Industry start date: 2005 
Start date as Fund Portfolio 
Manager: 2023

Notes on Risk: 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. 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. 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. 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. Unrated 
Fixed Income Securities: If the quality of an unrated fixed income security is not accurately assessed, the portfolio may invest in a security with greater risk than intended. Debt 
Instruments: Debt instruments are subject to greater levels of credit and liquidity risk, may be speculative and may decline in value due to changes in interest rates or an issuer’s 
or counterparty’s deterioration or default. Derivatives: Derivatives may include, among other things, futures, options, forwards and swap agreements and may be used in order 
to hedge portfolio risks, create leverage, or attempt to increase returns. Investments in derivatives may result in increased volatility and the fund may incur a loss greater than 
its principal investment. Convertible Securities: A convertible security may be called for redemption at a time and price unfavorable to the portfolio. 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. 
Distributed by VP Distributors, LLC, member FINRA and subsidiary of Virtus Investment Partners, Inc.
9502 04-23 © 2023 Virtus Mutual Funds

INVESTMENT ADVISER
Virtus Investment Advisers, Inc.

INVESTMENT SUBADVISER
Voya Investment Management

 (2/28/07)

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 0.90%.
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 1: 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. 

Index 2: The Bloomberg U.S. Aggregate Bond Index measures the U.S. investment grade fixed rate bond market. The index is 
calculated on a total return basis. The index is unmanaged, its returns do not reflect any fees, expenses, or sales charges, and 
is not available for direct investment. 

ICE BofA U.S. High Yield Index tracks the performance of U.S. dollar denominated below investment grade rated corporate 
debt publicly issued in the U.S. domestic market. To qualify for inclusion in the index, securities must have a below investment 
grade rating and an investment grade rated country of risk. 

As of July 2022, Voya Investment Management (Voya IM) acquired the investment personnel and assets related to this strategy 
from Allianz Global Investors (AllianzGI). The historical performance presented here thus became that of Voya IM from that point 
forward, after meeting the portability requirements of the Global Investment Performance Standards. All historical performance 
data, data analysis and other information provided for periods prior to July 25, 2022, were prepared by AllianzGI.
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TOP TEN HOLDINGS % Fund

Microsoft Corp. 2.28

Apple Inc. 2.27

Alphabet Inc. Class A 1.79

Amazon.com Inc. 1.18

Tesla Inc.  1.18

Mastercard Inc.         1.04

NVIDIA Corp. 0.91

Exelon Corp. 0.90

Meta Platforms Inc. 0.89

Wells Fargo & Company 7.5 % Non Cum  
Perp Conv Pfd Registered Shs A Series L 0.83

Holdings are subject to change.

TOP FIVE CONTRIBUTORS % Contribution

Apple Inc. 0.55

Tesla Inc.                                       0.49

Microsoft Corp.               0.43

NVIDIA Corp.      0.40

Meta Platforms Inc.                                     0.31

TOP FIVE DETRACTORS  % Contribution

Lumen Technologies Inc., 5.3750% 
06/15/2029 -0.10

Capital One Financial Corp. -0.10

Devon Energy Corp. -0.08

UnitedHealth Group Inc. -0.08

ConocoPhillips -0.07

% Contribution: Absolute weighted contribution.

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


