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MARKET REVIEW

The trajectory of interest rates continued to drive global 
markets, as expectations for the pace of hikes oscillated on 
inflation news and the threat of banking crises in the U.S. and 
Europe. After a strong January start, the MSCI All Country World 
Index (ACWI) pulled back in February and rebounded in March, 
finishing the quarter in positive territory.

FUND PERFORMANCE

The Virtus Vontobel Global Opportunities Fund returned 
8.62% (Class I) in the quarter, outperforming the 7.31% 
return of the MSCI ACWI Index.

Microsoft and Flutter Entertainment were the largest 
contributors to returns in the quarter. 

 > Tech company Microsoft benefited from the broader 
technology sector rally, as well as continued optimism over 
the potential impact of artificial intelligence (AI) on its 
business. The company recorded 7% revenue growth, 
excluding foreign exchange (ex-FX), as solid growth in its 
Intelligent Cloud and Productivity and Business Processes 
segments offset weakness in its More Personal Computing 
segment. While growth of its cloud platform, Azure, 
decelerated to 38%, ex-FX year over year, versus 42% in 
fiscal Q1, it beat guidance of 37%. 

 > Flutter Entertainment, a global leader in online gambling, gave 
a favorable trading outlook for the first eight weeks of 2023, 
citing strong momentum in its U.K. and international 
businesses and that FanDuel, its fast-growing U.S. business,  
is expected to be EBITDA positive in FY2023, having already 
increased its U.S. market share to 50%. The news drove price 
performance in the quarter. Shares were also boosted by the 
announcement of a U.S. IPO in 2023.

JD.com and UnitedHealth Group were the largest detractors 
from returns in the quarter.  

 > Shares of JD.com, China’s number two e-commerce 
company, declined as the company announced a subsidy 
program, and investors questioned the increasingly 
competitive environment and its potential impact on 
profitability. The program will be equally shared with 
merchants, however, which should mitigate impact on 
margins while also driving volume growth. E-commerce 
penetration in China remains low, and we believe that it  
can expand for many years. Regulation that has leveled the 
playing field among operators also bodes well for JD. 

 > UnitedHealth Group (UNH), the largest health insurance 
company in the U.S., underperformed on lower-than-expected 
rate increases for 2024 by the Centers for Medicare &  
Medicaid Services (CMS). The CMS also is planning to collect 
overpayments from Managed Care Advantage plans related  
to risk coding. However, UNH reported a Q4 2022 earnings 
increase in the high teens. It also saw high-single-digit growth 
in Medicare Advantage patients and continued double-digit 
growth at its Optum franchise. 

PORTFOLIO CHANGES

During the quarter, we bought fast food restaurant company Yum 
China, which has the exclusive right to operate and sublicense 
KFC, Pizza Hut, and Taco Bell in China. KFC is the largest 
quick-serve restaurant chain while Pizza Hut is the largest casual 
dining restaurant chain in China. We exited our position in U.S. 
online payment company PayPal to allocate resources to other 
opportunities where we have greater conviction. 

OUTLOOK

While the banking crisis was reminiscent of the 2007-2008 global 
financial crisis, regulatory standards are generally higher, capital 
buffers are greater, and there are no clear issues with asset quality 
today. However, we expect there will be spillover effects, particularly 
the threat of decreased funding in the venture capital and tech 
ecosystem, which could constrain economic growth. 

The collapse of Silicon Valley Bank was an extreme situation as 
interest income on its bond portfolio was not keeping up with the 
rising costs of deposits. We have had fundamental concerns around 
banks that hold significant amounts of fixed-rate bonds. If they are 
not able to hold them to maturity in a rising rate environment, it can 
lead to losses and impact their capital, prompting deposit flight. 

The portfolio does not have exposure to U.S. or developed market 
banks. As a by-product of our investment philosophy and process,  
we have avoided the banking sector for some time as earnings growth 
tends to be lower than what we can find elsewhere and there are clear 
risks in the space.

Elevated inflation is a result of supply and demand imbalances 
stemming from COVID, abnormal consumption patterns from that 
period, as well as significant fiscal stimulus and monetary growth. 
Labor challenges, exacerbated by lower immigration, are a structural 
headwind to lowering inflation, particularly in the services sector. Also, 
in a recession, companies would be less able to lay off employees and 
suppress wages, leading to a margin squeeze. In this scenario, we 
expect higher- quality businesses would be less impacted. 

Investors have resigned to corporate earnings growth in 2023 being 
flat to down. But investors will soon start to focus on 2024 earnings, 
which currently factor in a rebound. If expectations of a recession get 
pushed back to the end of this year, then 2024 earnings forecasts will 
come under pressure. 

We believe the portfolio is well positioned with exposure to quality 
consumer staples and healthcare companies and higher-quality tech 
companies that can grow despite market turmoil. Some of those 
high-quality tech companies are nonetheless being caught up in 
market volatility. We believe the portfolio is considerably undervalued 
and expect the holdings to be resilient in the face of weaker economic 
conditions. 
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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, 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.
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.
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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 1.14%. The net expense ratio is 1.09%, which reflects a contractual 
expense reimbursement in effect through 1/31/2024.
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 All Country 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.

TOP TEN HOLDINGS                        % Fund

Microsoft Corp. 5.50

Housing Development Finance Corp Ltd. 4.20

RELX PLC  4.06

CME Group Inc. 3.88

Nestlé SA 3.76

Amazon.com Inc. 3.75

The Coca-Cola Co. 3.70

Boston Scientific Corp.  3.30

Flutter Entertainment PLC 3.27

Mastercard Inc. 3.20

Holdings are subject to change.

TOP FIVE CONTRIBUTORS % Contribution

Microsoft Corp. 1.03

Flutter Entertainment PLC 0.92

Amazon.com Inc.  0.61

RELX PLC 0.60

CME Group Inc. 0.54

TOP FIVE DETRACTORS  % Contribution

JD.com Inc.  -0.53

UnitedHealth Group Inc.  -0.35

Eurofins Scientific SE -0.16

Abbott Laboratories  -0.15

The Coca-Cola Co.  -0.07

% Contribution: Absolute weighted contribution.

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