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MARKET REVIEW
The global clean-energy market ended roughly flat for the first 
quarter of 2023. Despite this seemingly quiet start to the year, 
macroeconomic dynamics were anything but as the market 
faced headwinds stemming from the failures of Silicon Valley 
Bank (SVB), Signature Bank, and others. Fortunately, our 
diversified portfolio of clean-energy technology and equipment 
providers, producers, and transmission and distribution 
companies had de minimis exposure to the banking crisis. 

Despite the macroeconomic volatility, the fundamental backdrop 
for clean energy remained strong. For starters, the U.S. Energy  
Information Administration (EIA) reported that 2022 marked the 
first time in U.S. history that power generated from renewable  
energy surpassed the total generated from coal. This announcement  
was underpinned by an improving cost curve for renewable 
technology relative to fossil-based sources of energy, a trend 
that we have long seen unfolding. Improving economics should 
continue to support growth in clean-energy projects over the 
long term and the trillions of dollars in investment needed to 
fund that growth.

PORTFOLIO REVIEW
The primary contributor to performance was First Solar Inc. The IRA 
was a game-changer for First Solar, as it provided the company with 
a distinct competitive advantage as the only scale U.S. manufacturer 
of solar panels. First Solar enjoys one of the most visible earnings-
growth profiles in the clean-energy industry as evidenced by its fully 
contracted backlog through 2026. First Solar also benefits from a 
net cash balance sheet. Iberdrola SA was another top contributor in 
the quarter. Iberdrola posted strong FY22 results in late February, 
including a dividend that was nicely above consensus. Iberdrola 
continues to benefit from its global renewables build-out plan while 
higher inflationary costs have been more than absorbed by higher 
electric power sales prices.

The primary detractor to performance was Enphase Energy Inc. 
Enphase may face near-term headwinds in the U.S. due to higher 
interest rates, which could pressure rooftop solar loan demand. 
While U.S. originations reached a low point in January, they have 
improved sequentially each month since. Despite the potential near-
term weakness for rooftop solar in the U.S., the company remains 
very constructive on demand for its products in Europe. Enphase 
has made the most progress in the Netherlands and France and is 
seeing disproportionate growth in Germany, which is a large market 
with storage attach rates of 80%-90%. According to management 
commentary, the company sees international sales growing from 
the current split of 71%/29% U.S./international (international being 
mostly Europe today) to 50%/50% U.S./international over the next 
three to five years.1 This impressive growth in Europe is primarily 
driven by a need for energy security in the wake of the Ukraine war, 

as the continent seeks to reduce its reliance on natural gas from 
Russia. Another detractor to performance was Enviva Inc. Enviva 
faces construction delays on its new biomass processing facilities, 
which may result in higher costs and weaker margins. Additionally, 
Enviva’s dividend could be at risk if the project delays continue. We 
exited our position during the quarter.

INVESTMENT OUTLOOK

One of the key investment cases for clean energy is global policy 
support, which gained a significant boost in the first quarter. As we 
previously wrote, passage of the Inflation Reduction Act of 2022 (IRA) 
was a “game-changer” for renewables in the U.S. However, this placed 
other nations in a difficult position due to potential capital flight to the 
U.S. Thus, the EU developed the Green Deal Industrial Plan, which 
introduced measures similar to the IRA regarding increased renewable 
targets, local content rules, supply of critical raw materials, and access 
to funding, among others. With the U.S. and EU in an energy transition 
capex race, some analysts conclude this “Atlantic IRA” could mobilize 
up to $6 trillion in capital for clean energy over the coming 10 years. 
Other nations scrambled to keep up as well. The U.K. announced 
a clean-energy investment plan called Powering Up Britain and 
Canada’s 2023 federal budget earmarked substantial tax credits for 
clean technologies over the next decade. We expect other countries to 
announce green agendas and individual EU countries to refine plans 
to fit their specific needs. The IRA has initiated a global pro-investment 
policy response that will positively impact clean energy for years to come.

Despite global policy momentum, the macroeconomic outlook remains 
cloudy. The current banking crisis only adds to market anxiety. 
A broader issue is tightening credit, which could impede general 
economic activity. Inflationary pressures remain a key variable. Energy 
costs received some respite as a historically mild winter (especially 
in Europe) helped bring prices down. We believe the environment 
remains fragile and any combination of weather, geopolitical shocks, 
economic activity in China, or other factors could cause energy prices 
to surge again. Here, clean energy’s importance is highlighted. Over 
the last 15 years in Europe, the levelized cost of energy for renewables 
is down ~60% due to technology advancements while the market 
price for electric power is up ~160% given today’s energy backdrop.2  
This pricing reality highlights both the importance of clean, affordable 
energy and the necessity of securing it. The Duff & Phelps Global Clean 
Energy Strategy is tailored to take full advantage of this global dynamic. 
We focus on industry leaders with scale and the strong balance sheets 
necessary to undertake the transition.
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  1 Wolfe Research, “The Fleishman Daily” (email, March 21, 2023)

  2 Sources: Duff & Phelps Investment Management Co., Goldman Sachs, CSFB, Bloomberg
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Virtus ETF Advisers LLC

INVESTMENT SUBADVISER
Duff & Phelps Investment  
Management Co.

TOP TEN HOLDINGS % Fund

First Solar, Inc. 8.79

Enphase Energy, Inc. 8.18

Iberdrola SA 7.86

SolarEdge Technologies, Inc. 6.65

Vestas Wind Systems A/S 4.52

Orsted A/S 4.26

EDP - Energias de Portugal S.A. 4.19

Plug Power Inc. 3.28

Consolidated Edison Inc. 3.01

Xinyi Solar Holdings Ltd. 2.99

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

TOP FIVE CONTRIBUTORS % Contribution

First Solar, Inc. 2.69

Iberdrola SA 0.68

EDP - Energias de Portugal S.A. 0.39

SolarEdge Technologies, Inc. 0.36

Enel SpA 0.29

TOP FIVE DETRACTORS  % Contribution

Enphase Energy, Inc. -1.85

Enviva Inc. -0.54

Sunrun Inc. -0.41

Centrais Eletricas Brasileiras SA-Eletrobras -0.40

Plug Power Inc. -0.22

% Contribution: Absolute weighted contribution.

To obtain the top/bottom holdings calculation 
methodology, call 800-243-4361.
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INVESTMENT PROFESSIONALS
Benjamin Bielawski, CFA 
Industry start date: 1995 
Start date as Fund Portfolio Manager: 2021

Eric Fogarty, CFA 
Industry start date: 1997  
Start date as Fund Portfolio Manager: 2021

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. Clean Energy Industry: Developments in the clean energy segment could 
adversely affect the price and valuations of portfolio holdings. These developments include swift price and supply fluctuations caused by events relating to international politics, the success of 
project development and tax and other governmental regulatory policies. There could also be weak demand for clean energy company products or services, the obsolescence of existing technology 
or short product cycles, and falling prices and profits due to the supply of, and demand for, oil and gas along with competition from new market entrants. Limited Number of Investments: Because 
the portfolio has a limited number of securities, it may be more susceptible to factors adversely affecting its securities than a portfolio with a greater number of securities. 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. Non-Diversified: The portfolio is not diversified and may be more susceptible to factors negatively impacting its holdings to the extent the fund invests more 
of its assets in the securities of fewer issuers than would a diversified portfolio. 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 inresponse 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. 
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.  
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.
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.
9534 04-23 © 2023 Virtus Exchange-Traded Funds. All RIghts Reserved.

 (08/03/21)
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 fund class gross expense ratio is 0.66% The net expense ratio is 0.59%, which reflects a contractual expense 
reimbursement in effect through 11/28/2023.
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’s investment adviser 
has entered into an expense limitation agreement to limit the Fund’s total operating expenses (excluding certain expenses as described in the 
prospectus) so that such expenses do not exceed 0.59% of the Fund’s average daily net assets through November 28, 2023.
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.
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.
Benchmark: The S&P Global Clean Energy Index (net) is designed to measure the performance of companies in global clean energy-related businesses from both developed and emerging markets, with a target 
constituent count of 100, 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. 


