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Rising investor risk appetites amid signs of moderating inflation, 
expectations for central bank pivots in the U.S. and Europe, and 
solid growth in emerging markets outside of China supported a 
broad-based rally in international markets to finish 2023. Long-
duration assets rallied amid the decline in bonds yields, leading to 
better performance for growth stocks, which outperformed following 
significant underperformance in the third quarter. 
Despite rising optimism, the economic growth backdrop was muted 
in Europe and Japan as gross domestic product (GDP) declined 
0.5% and 2.9% (quarter-to-quarter annualized), respectively, as 
weak consumption and business spending weighed on economic 
activity. In contrast, growth came in better than expected in Mexico 
and Brazil, where falling inflation supported expectations for interest 
rate cuts. 
Despite better-than-expected third-quarter GDP growth in China, 
investor sentiment toward Chinese stocks remained weak during the 
quarter. China was the second-worst-performing market in the fourth 
quarter, down over 4%, and one of only four markets to post negative 
returns in the period. For the year, Chinese stocks declined 11% and 
are down nearly 55% from their high in February of 2021, as 
concerns around the health of its property market and economic 
recovery, as well as geopolitical tensions, continue to linger. 
Asian markets outside of China generally performed well, led by 
Taiwan and Korea, which benefited from a strong rebound in 
semiconductor and technology hardware companies. Indian equities 
also outperformed on the back of strong economic growth and 
optimism around future growth prospects given its favorable 
demographics, stable democracy, and growing middle class.
Earnings expectations for the market improved in the quarter given a 
still resilient global economic backdrop and expectations for central 
banks to pivot in 2024 amid moderating inflationary pressures. 
While broad-based earnings may continue to improve, the 
challenging economic environment in China and a likely modest 
growth backdrop in developed markets outside the U.S. are likely to 
continue weighing on broad-based growth moving forward.   

PERFORMANCE

The Virtus SGA International Growth Fund returned 11.76% (Class I) 
for the quarter versus 9.75% for the MSCI AC World Index ex USA 
Index. Stock selection in consumer staples, healthcare, industrials, 
and a zero-weight to energy contributed to performance. Stock 
selection in consumer discretionary detracted from performance. 

Adyen and Temenos were among the strongest stock contributors.  

 > Adyen, a leading payment services provider, delivered better-than-
expected third-quarter results with volume and revenue growth 
beating expectations and lower headcount growth guidance supported 
expectations for a strong recovery in margins. We trimmed the 
position on strength and maintained a below-average weight position 
reflecting valuation considerations.    

 > Temenos, a leading provider of software solutions to banks and 
financial institutions, benefited from a strong rebound in technology 
stocks, better-than-expected third-quarter results, and raised 
guidance for annual recurring revenue growth. With improving 
execution and an attractive valuation, we maintained an average 
weight position.

Yum China and Aon were among the largest stock detractors.     

 > Yum China, China’s leading restaurant company, reported third-
quarter earnings that missed expectations slightly while overall 
negative sentiment toward Chinese stocks also weighed on shares. 
Same-store sales growth and restaurant margins came in below 
expectations, although the company delivered strong unit and 
loyalty membership growth. We continue to have confidence in 
management’s ability to navigate a challenging macro backdrop and 
see an attractive long-term growth opportunity ahead.

 > Shares of Aon, a leading global commercial insurance broker, 
reacted negatively to the announcement of its planned acquisition 
of NFP and a restructuring program aimed at increasing its 
technology spend to enhance data and analytics offerings while 
reducing headcount. These decisions make sound long-term 
strategic sense but will have a negative impact on near-term 
earnings and free cash flow. The company’s third-quarter results 
were in line with expectations. We maintained an above-average 
weight position given our favorable long-term growth outlook and 
attractive valuation.

PORTFOLIO CHANGES

There were no full position changes in the portfolio during the quarter. 
Positions in Dassault Systèmes, FEMSA, Linde, Wal-Mart de Mexico, 
MercadoLibre, Adyen, Atlassian, SAP, and Sika were trimmed on 
strength. Positions in Universal Music Group, Sartorius, AIA Group, 
CPKC, Nestlé, Steris, and Novo Nordisk were added to on weakness.   

OUTLOOK

We remain focused on assembling a portfolio of attractively 
valued, high-quality companies that can reliably compound 
earnings and cash flows at above average rates with less 
macroeconomic sensitivity over the long-term. The broader MSCI 
ACWI ex USA Index is expected to see a modest rebound in 
earnings over the coming three years but remains susceptible to 
macroeconomic fluctuations. In our view, broad-based growth is 
likely to remain modest and volatile given a challenging economic 
backdrop in China. Regardless of the direction of the 
macroeconomic environment, we have confidence that the 
higher-quality and more predictable growth companies in our 
portfolio offer the potential to deliver attractive returns over full 
market cycles.
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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.
Since inception performance for the index reflects a start date of 12/29/2000. 
The fund class gross expense ratio is 1.36%. The net expense ratio is 1.07%, which reflects a contractual 
expense reimbursement in effect through 4/30/2024.  
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 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.

AVERAGE ANNUAL TOTAL RETURNS (%) as of 12/31/23
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Notes on Risk: 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. 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 or military conflict, terrorism, pandemic, or recession could impact the portfolio, 
including hampering the ability of the portfolio’s manager(s) to invest its assets as intended. 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. Industry/Sector 
Concentration: A portfolio that focuses its investments in a particular industry or sector will be more sensitive to conditions that affect that industry or sector than 
a non-concentrated portfolio. Currency Rate: Fluctuations in the exchange rates between the U.S. dollar and foreign currencies may negatively affect the value 
of the portfolio’s shares. Depositary Receipts: Investments in foreign companies through depositary receipts may expose the portfolio to the same risks as direct 
investments in securities of foreign issuers. 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.
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9557 1-24 © 2024 Virtus Mutual Funds

INVESTMENT ADVISER
Virtus Investment Advisers, Inc.

INVESTMENT SUBADVISER
Sustainable Growth Advisers, LP

Virtus SGA International Growth Fund
QUARTERLY COMMENTARY

QTD YTD 1 Year 3 Year 5 Year 10 Year

Since 
Inception 
(12/1/95)

Fund Class I 11.76 17.25 17.25 1.37 10.54 6.66 6.40

Index 9.75 15.62 15.62 1.55 7.08 3.83 4.74

TOP TEN HOLDINGS % Fund

Novo Nordisk A/S 4.59

HDFC Bank Ltd. 4.59

Steris PLC 4.49

Aon PLC 4.33
Fomento Economico Mexicano 
SAB de CV 4.24

Alcon Inc. 4.04

Universal Music Group NV 3.90

L'Oreal SA 3.61

Temenos AG 3.56

Canadian Pacific Kansas City Ltd. 3.48

Holdings are subject to change.

TOP FIVE CONTRIBUTORS % Contribution

Adyen NV 1.14

Temenos AG 0.95

Recruit Holdings Co Ltd. 0.93
Fomento Economico Mexicano 
SAB de CV 0.81

Sika AG 0.78

TOP FIVE DETRACTORS % Contribution

Yum China Holdings Inc. -0.76

Aon PLC -0.47

Diageo PLC -0.06

Cp All Pcl -0.03

Alcon Inc. 0.00

% Contribution: Absolute weighted contribution.

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


