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Emerging markets (EM) stocks extended their fourth quarter 
gains into the first months of 2023. That said, developed market 
equities largely outpaced EM, as the European Union economy 
grew faster than the U.S. or China in 2022. Within the MSCI 
Emerging Markets Index, Taiwan, South Korea, and China 
performed well while India and Brazil slumped. The Index’s 
hardest-hit sectors in 2022 staged a comeback in the first 
quarter, with technology and communication services appreciating 
double digits. In contrast, the utilities, healthcare, and real estate 
sectors underperformed on a relative basis.   

FUND PERFORMANCE

The Virtus NFJ Emerging Markets Value Fund returned 7.90% 
(Class I) in the quarter, outperforming the MSCI Emerging Markets 
Index, which returned 3.96%. Robust stock selection drove 
performance results, though country and sector allocations also 
contributed over the period. 

Taiwan Semiconductor Manufacturing Co. and ASML were the 
largest contributors to performance over the quarter.

 > Q4 profits for Taiwan Semiconductor Manufacturing, the world’s 
largest contract chip manufacturer, surpassed analyst estimates 
and FY2022 was its best year on record. Management has plans 
to build manufacturing facilities in southern Japan and Arizona 
to help meet future chip demand.

 > Netherlands-based semiconductor equipment company ASML 
beat Q4 earnings and net profit estimates. Management expects 
to report more than 25% sales growth in FY2023, despite 
uncertainty in the semi space, as the “strategic nature” of the 
company’s extreme ultraviolet lithography machines continues 
to buoy demand.

China Merchants Bank and B3 SA - Brasil Bolsa Balcao were 
among the largest detractors from performance over the quarter.

 > An economic slowdown and fears of declining real estate valuations 
negatively impacted Chinese banks, including China Merchants 
Bank, which has less real estate exposure than many of its peers. 
Also, China Merchants reported strong deposit growth in Q4 and 
2022 preliminary earnings that beat estimates. 

 > The recent rally in Brazilian equities reversed partially on worries of 
tighter U.S. monetary policy, and shares of Brazilian stock exchange 
B3 SA - Brasil Bolsa Balcao were not immune to this trend.

PORTFOLIO CHANGES

During the quarter, the investment team purchased Globant and 
Pan American Silver for the portfolio and sold Hithink RoyalFlush 
and ASPEED Technology.

 > The team purchased shares of Globant, a company that 
transforms organizations for a digital and cognitive future, with 
operations across South and Central America. Some of its more 
well-known clients include LinkedIn, Electronic Arts, and Dell. 
At the time of our purchase, valuations were very attractive 
and fundamentals appeared sound. 

 > The team identified an attractive entry point in Pan American 
Silver, which has significant mining interests in Peru and Mexico. 
We purchased the stock prior to Pan American completing its 
acquisition of Yamana Gold, which is expected to be accretive 
and to improve the quality of Pan American’s mining portfolio. 

 > Shares of leading internet financial information provider 
Hithink RoyalFlush rose precipitously during the quarter. We 
harvested gains and exited the position on rising valuations. 

 > Technology, in general, and the semiconductor industry, in 
particular, performed well over the quarter, and we harvested 
gains with the sale of ASPEED Technology after valuations 
rose to less favorable levels. 

OUTLOOK

The relationship between the U.S. and China is an increasingly 
important one for today’s investors to monitor. While China has 
flexed its muscles with respect to Hong Kong and Taiwan, as well 
as the “balloon-gate” violation of U.S. airspace, the U.S. has 
implemented rules to limit China’s technology advancement. This 
dynamic may be a positive for certain industries, such as aerospace 
and defense. It also may signal the reversal of globalization and 
advent of nearshoring of supply chains, which could have a 
long-term inflationary effect that investors should take into account.

Also of note, China’s policymakers have removed many hindrances 
to economic growth, including the removal of the zero-COVID 
policy, the slowing of regulatory restrictions on tech companies, 
and pledging support for faltering developers and construction 
industries. Perhaps more importantly, China’s share of the global 
economy has passed that of the U.S. on a purchasing power parity 
basis, and Chinese equity earnings continue to post outsized 
growth. Despite these potentially positive catalysts, China currently 
trades below its historical average multiples and at steeper-than-
usual discounts to the global and EM indices. 

We continue to see impressive investment opportunities outside  
of the United States. The S&P 500® Index has outperformed the 
MSCI ACWI ex-U.S. Index since the 2007-2008 global financial 
crisis. However, the tide may have begun to shift last year when 
the Federal Reserve hiked interest rates more aggressively than 
overseas central banks in efforts to tamp down inflation. Further, 
many headwinds for international stocks have turned into tailwinds, 
from Europe’s potential energy crisis failing to materialize to China 
reopening its economy. Yet U.S. stocks, as measured by the S&P 
500, are valued at more than 18 times earnings, while the MSCI 
ACWI ex-U.S. Index trades at 12.5 times earnings, representing a 
premium for U.S. equities not seen since the dot-com bubble over 
20 years ago. The last time international stocks were this cheap 
relative to the U.S. presented a decade-long investment opportunity, 
and a similar situation could be shaping up for investors today. 
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TOP TEN HOLDINGS                 % Fund

Taiwan Semiconductor  
Manufacturing Co., Ltd. 7.38

Tencent Holdings Ltd. 5.87

ASML Holding NV 4.31

Alibaba Group Holding Ltd.  3.63

China Merchants Bank Co., Ltd. 3.53

Techtronic Industries Co., Ltd. 3.11

Berger Paints India Ltd. 2.90

Samsung Electronics Co., Ltd.  
Pfd Non-Voting  2.33

Luxshare Precision Industry Co., Ltd.  1.63

Nice Ltd. 1.58 

Holdings are subject to change.

TOP FIVE CONTRIBUTORS % Contribution

Taiwan Semiconductor  
Manufacturing Co., Ltd. 1.39

ASML Holding NV 1.06

Alibaba Group Holding Ltd. 0.78

Techtronic Industries Co., Ltd.  0.77

ASPEED Technology Inc. 0.53

TOP FIVE DETRACTORS  % Contribution

China Merchants Bank Co Ltd. -0.32

BB3 SA - Brasil Bolsa Balcao -0.28

SaraminHR Co Ltd. -0.22

JD.com Inc. -0.20

Lojas Renner SA -0.14

% Contribution: Absolute weighted contribution.

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

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. 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. 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. 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.
2299 04-23 © 2023 Virtus Mutual Funds
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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 1.24%. The net expense ratio is 0.89%, which reflects a contractual 
expense reimbursement in effect through 02/01/2024.
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 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.

INVESTMENT ADVISER
Virtus Investment Advisers, Inc.
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PORTFOLIO MANAGERS
R. Burns McKinney, CFA
Industry start date: 1996 
Start date as Fund Portfolio 
Manager: 2012

John R. Mowrey, CFA
Industry start date: 2007 
Start date as Fund Portfolio 
Manager: 2013

Thomas Oliver, CFA, CPA
Industry start date: 1995 
Start date as Fund Portfolio 
Manager: 2012

J. Garth Reilly
Industry start date: 2005 
Start date as Fund Portfolio 
Manager: 2018

AVERAGE ANNUAL TOTAL RETURNS (%) as of 03/31/23 
n Fund Class Institutional     n Index
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