
Virtus Vontobel Emerging Markets Opportunities Fund 
A: HEMZX (92828W387)   |  C: PICEX (92828W379)    |  I: HIEMX (92828W361)    |  R6: VREMX (92828W353)

MARKET REVIEW
After a strong start to the year driven by China’s reopening and 
recovery hopes, emerging markets (EM) declined on concerns over a 
global slowdown and banking disruption. The MSCI Emerging Markets 
Index ended in positive territory for the quarter, albeit behind 
developed markets (DM). 

FUND PERFORMANCE
The Virtus Vontobel Emerging Markets Opportunities Fund returned 
1.30% (Class I) in the quarter, underperforming the 3.96% return  
of the MSCI Emerging Markets Index.

Taiwan Semiconductor Manufacturing Company (TSMC) and Tencent 
Holdings were the largest contributors to returns in the quarter.

 > TSMC, the world’s largest pure-play semiconductor foundry, reported 
Q4 results that beat consensus expectations as strength in high-
performance computing and auto offset weakness in smartphones, 
internet of things, and consumer areas. Cost improvement and more 
favorable exchange rates aided margins, and roughly 54% of wafer 
revenue came from advanced processes.  

 > Chinese online gaming and communications company Tencent 
performed well as regulatory pressures have eased and China’s 
reopening has opened the door for game approvals to resume. 
Recent highlights include six game approvals thus far in 2023, 
a new game launch, an 11% increase in international game 
revenue (currency neutral), and a 15% increase in online ad revenue.  

JD.com and Hapvida Participacoes 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 the 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. 

 > Brazilian private healthcare provider Hapvida Participacoes 
continued to disappoint, contributing to our decision to exit  
the stock. The company has proven to be more cyclical than 
anticipated while visibility has decreased. Price increases to 
combat inflation are lagging, medical loss ratios are higher,  
and the benefits of its merger with Notre Dame Intermedica  
are taking longer to realize. In March, news of potential new 
share issuance was also an unwelcome surprise. 

PORTFOLIO CHANGES
We bought Orion, a Korean manufacturer of confectionary products 
and snacks. We sold First Abu Dhabi Bank after it was reported  
to be pursuing a large M&A transaction, Hapvida Participacoes 
(discussed above), Indian-based HCL Technologies to reallocate 
capital to other opportunities, and Chinese healthcare group Wuxi 
Biologics as the prospect of U.S.-China tensions spilling over to the 
biotech sector remains an unresolved and difficult-to-quantify overhang. 
 
 
 

OUTLOOK
Although Chinese stocks gave up most of their early gains late in the 
quarter, we remain positive on consumer-related names. We are also 
optimistic about growth at travel and leisure-oriented companies, as 
well as China’s leading e-commerce operators.

Bank concerns in DMs are also weighing on EMs. Looking further 
out, the Federal Reserve is likely to be more cautious about rate 
increases, which would relieve pressure on EMs and support capital 
flows over the medium term. We are monitoring the potential impact 
on net interest margins at EM banks in our portfolio. We own tier-one 
banking institutions in their markets, which are considered safer and 
more robust. 

India and Indonesia appear stable despite lackluster equity market 
performance. Both have some of the best GDP growth outlooks in 
the world. Their banks continue to report double-digit credit growth, 
and consumption and income growth remain healthy. However, they 
are facing short-term headwinds that we do not think will impact 
long-term fundamentals; inflation is causing a delay in discretionary 
consumption in India, while elections later this year in Indonesia are 
having a moderate impact on business confidence. 

Taiwan and Korea were among the best performing markets in the 
quarter, with tech companies TSMC and MediaTek performing well. 
However, many tech companies remain exposed to high customer 
and supplier inventory levels. We expect a slowdown in smartphone 
and PC purchases as DM demand starts to weaken, and thus maintain 
a cautious outlook. We are relatively more constructive on TSMC as 
it has a two-to-three-year lead in semiconductor manufacturing and 
is in a strong position to continue to win incremental volume from 
key customers.

Brazil is caught in geopolitical crosshairs as a large supplier of 
commodities to China and a recipient of Russian imports for its 
agriculture sector. Nonetheless, it is benefiting from a tailwind of oil 
and iron ore and, to a certain extent, soft commodities. We expect 
inflation to continue to fall towards the end of the year, and with 
rates close to 14%, Brazil’s Central Bank is in a better position than 
most to implement cuts. While our outlook remains constructive, we 
expect Brazil’s recovery to be delayed. 

We expect near-term EM volatility to continue, presenting opportunities 
for long-term investors like us to add to stocks that have sold off 
indiscriminately and enjoy strong competitive advantages and solid 
medium to long-term growth outlooks. We currently favor domestic-
focused EM companies that can benefit from the healthier growth 
environment at home over export-driven businesses that rely on 
expectations of resilient DM demand. In our view, broad underlying 
dynamics in major EMs remain favorable, the consumption recovery 
story has not derailed, and the companies we own are well positioned 
in their respective markets. 
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PORTFOLIO MANAGERS
Matthew Benkendorf
Industry start date: 1998 
Start date as Fund Portfolio 
Manager: 2016

Jin Zhang, CFA
Industry start date: 1995 
Start date as Fund Portfolio 
Manager: 2016

Ramiz Chelat, CFA
Industry start date: 1997 
Start date as Fund Portfolio 
Manager: 2021

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. Geographic Concentration: A portfolio that focuses its investments in a 
particular geographic location will be sensitive to financial, economic, political, and other events negatively affecting that location. 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.
2006 04-23 © 2023 Virtus Mutual Funds
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INVESTMENT SUBADVISER
Vontobel Asset Management, 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 1.23%.
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 it is not 
available for direct investment.

TOP TEN HOLDINGS                        % Fund

Tencent Holdings Ltd.  6.26

Taiwan Semiconductor  
Manufacturing Co. Ltd. 5.69

Housing Development Finance Corp Ltd. 4.10

Samsung Electronics Co Ltd. 3.50

Wal-Mart de Mexico SAB de CV 3.35

President Chain Store Corp. 2.97

Alibaba Group Holding Ltd.  2.90

Bank Rakyat Indonesia Persero Tbk PT 2.68

Hong Kong Exchanges & Clearing Ltd.  2.68

Eicher Motors Ltd.  2.58

Holdings are subject to change. 

TOP FIVE CONTRIBUTORS % Contribution

Taiwan Semiconductor  
Manufacturing Co. Ltd. 0.86

Tencent Holdings Ltd. 0.67

Wal-Mart de Mexico SAB de CV  0.51

Accton Technology Corp.  0.44

Americana Restaurants International PLC 0.40

TOP FIVE DETRACTORS  % Contribution

JD.com Inc.  -0.78

Hapvida Participacoes e Investimentos S/A -0.59

Meituan  -0.33

Reliance Industries Ltd.  -0.25

First Abu Dhabi Bank PJSC  -0.24

% Contribution: Absolute weighted contribution.

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