PIVOT WITH PURPOSE

DEFINING OUR NORTH STAR

Our mission is to drive better client outcomes.
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BUILDING THE BRIDGE
Our mandate is to connect the real world needs of our clients with the power of the Virtus
multi-manager model.

The logic is simple:


Investors face many challenges



Virtus delivers an effective range
of investment solutions



The bridge is built by connecting
the solutions we offer with the
problems at hand
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THE INVESTOR’S DUAL CHALLENGE
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WHAT ALL INVESTORS (REALLY) NEED
Individuals, advisors, and institutions alike all strive for the same goals:

Growth

Income

Protection
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THE PROBLEM IN A NUTSHELL
The return potential and diversification benefits of the two traditional pillars of asset allocation –
bonds and stocks – are challenged.
INTERMEDIATE-TERM (10-YEAR) GOVERNMENT
BOND YIELDS1
December 31, 1979–June 30, 2017
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As of 6/30/17, the current
bull market is the second
longest and second
strongest since 1957.3
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Past performance is not indicative of future results.
1Source:

FactSet. Represents 10-year U.S. Treasury Yields.
Source: Virtus Performance Analytics. The S&P 500® Index is a free-float market capitalization-weighted index of 500 of the largest U.S. companies. The index is calculated on a total
return basis with dividends reinvested. The index is unmanaged, its return does not reflect any fees, expenses, or sales charges, and it is not available for direct investment.
3Source: Ned Davis Research. Length measured by number of days and strength by % gain. © 2017 Ned Davis Research, Inc. Further distribution prohibited without prior permission. All rights
reserved. See NDR disclaimer at http://www.ndr.com/copyright.html. For data vendor disclaimers refer to www.ndr.com/vendorinfo.
2Chart
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IT’S ABOUT YOUR RUN
“Stocks for the long run” sounds good, but ignores real world individual challenges.
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Past performance is not indicative of future results. Source: Morningstar Direct. As of 6/30/2017.
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TRADITIONAL EQUITY STRATEGIES
HAVE A HIGH “PRICE OF ADMISSION”
In the relatively tranquil market of the post-crisis era, we sometimes lose sight of the fact that
markets drop sharply—and frequently. The law of market cycles has not been repealed.

S&P 500® loss

Number of times
since 19281

Average
frequency

-5%

303

More than three
times per year

-10%

96

About once a year

-15%

43

Every other year

-20%

25

Every four years

-30%

12

Every eight years

-50%

3

Twice since 2000

Each correction was preceded by a rally of equal percentage.

Past performance is not indicative of future results.
1As

of 6/30/17.
Source: Ned Davis Research, Inc. ©2017 Ned Davis Research, Inc. See NDR Disclaimer at www.ndr.com/copyright.html. For data vendor disclaimers refer to www.ndr.com/vendorinfo/.
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WHY VOLATILITY MATTERS
The first rule of investing is “buy low, sell high.” Behavioral biases, unfortunately, often make
that impossible.

20-YEAR AVERAGE FUND VS. INVESTOR RETURNS

2.9%
“Behavior
Gap”

7.7%

4.8%

S&P 500® Index

Average Equity Fund Investor

Past performance is not indicative of future results.
Source: Quantitative Analysis of Investor Behavior, 2017, DALBAR, Inc., www.dalbar.com. Average equity investor performance results are calculated using data supplied by the
Investment Company Institute. Investor returns are represented by the change in total mutual fund assets after excluding sales, redemptions, and exchanges. This method of
calculation captures realized and unrealized capital gains, dividends, interest, trading costs, sales charges, fees, expenses, and any other costs. After calculating investor returns in
dollar terms, two percentages are calculated for the period examined: Total investor return rate and annualized investor return rate. Total return rate is determined by calculating the
investor return dollars as a percentage of the net of the sales, redemptions, and exchanges for each period. 20 year period ended 12/30/16.
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IS THE OLD “CORE” OLD NEWS?
From the end of the 2008 financial crisis until today, the “core” Bloomberg Barclays Aggregate
Bond Index has seen both its interest rate risk rise and its return potential fall.
BLOOMBERG BARCLAYS AGGREGATE BOND INDEX

4.3
Years

6.0

Duration

Years

Yield

4.1%

2.6%

June 2009

June 2017

Past performance is not indicative of future results.
Current duration and yield as of 6/30/2017. The Bloomberg Barclays US Aggregate Bond Index measures the U.S. investment grade fixed rate bond market. The index is calculated on a total
return basis. The index is unmanaged, its return does not reflect any fees, expenses, or sales charges, and it is not available for direct investment.
Duration represents the interest rate sensitivity of a fixed income fund. For example, if a fund’s duration is five years, a 1% increase in interest rates would result in a 5% decline in the fund’s price.
Similarly, a 1% decline in interest rates would result in a 5% gain in the fund’s price. Yield shown is yield-to-maturity (YTM), the rate of return anticipated on a bond if held until the end of its lifetime.
YTM is considered a long-term bond yield expressed as an annual rate.
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THE DEMISE OF THE
“BALANCED” PORTFOLIO?
There is a low probability that the traditional “60/40” portfolio will repeat its strong performance
of the previous generation.
60/40 PORTFOLIO RETURN1
December 31, 1978–June 30, 2017
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Past performance is not indicative of future results.
1Source:

Virtus Performance Analytics. 60/40 returns are rebalanced monthly. Fixed Income represented by Bloomberg Barclays Aggregate Bond Index. Equity represented by S&P 500® Index.
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WHY YOU CAN’T SAVE YOUR
WAY TO RETIREMENT
Watching the buying power of your capital erode due to inflation is a timeless risk.

EFFECT OF INFLATION ON $50,000
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Source: Virtus Performance Analytics. For illustrative purposes only. Calculations based on hypothetical inflation rates of 2%, 3%, and 4% to demonstrate the impact of inflation over time. Actual
inflation rates will vary and may be more or less than shown.
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IMPORTANT QUESTIONS

How are you planning to fund your desired
lifestyle through 25-35 years of retirement?

RETIREMENT
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IMPORTANT QUESTIONS

Will you save enough during your working
years to fully fund retirement?

S AV I N G S
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IMPORTANT QUESTIONS

Do you agree that a conservative investment
not only aims to protect principal, but also
to offset the harmful impact of inflation?

PURCHASING POWER
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IMPORTANT QUESTIONS

Do you see a 30% stock market decline as a
“paper loss” or “temporary fluctuation”?

STOCKS
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IMPORTANT QUESTIONS

Have you considered the risks of traditional
fixed income investing given globally low yields
and the potential for rising interest rates?

BONDS
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IMPORTANT QUESTIONS

Do you have the skills needed to assemble a portfolio
with sound components that are truly diversified?

PORTFOLIOS
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KEY ISSUES

RETIREMENT

S AV I N G S

PURCHASING
POWER

STOCKS

BONDS

PORTFOLIOS
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PIVOT WITH PURPOSE
Our mission is to
connect the real-world
needs of our clients
with the power of the
Virtus model. We offer
three categories of
solutions:

Equities…
With Defense

Bonds…
With Flexibility

Alternatives…
With Perspective
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VIRTUS ORGANIZATIONAL OVERVIEW
*

*
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*
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*

*

*

*

*Virtus Investment Partners has an ownership interest in the firm.
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INSIGHTS & PERSPECTIVE
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Virtus (NASDAQ: VRTS) is a distinctive partnership of boutique investment managers
singularly committed to the long-term success of individual and institutional investors.


We are not constrained by a single investment approach; rather, we provide access to independent,
specialized investment philosophies through our multi-discipline, multi-strategy approach



We have the flexibility, agility, and responsiveness of a boutique asset management firm with similar
product breadth and investment talent of our larger peers



We are committed to thoughtfully providing investment solutions, adhering to the highest standards of
product quality, operational excellence, and fiduciary responsibility

Please carefully consider a Fund’s investment objectives, risks, charges, and expenses before investing. For this
and other information about any Virtus mutual fund, contact your financial representative, call 1-800-243-4361, or
visit Virtus.com for a prospectus or summary prospectus. Read it carefully before investing.
Not all products or marketing materials are available at all firms.
Not insured by FDIC/NCUSIF or any federal government agency. No bank guarantee. Not a deposit. May lose value.
Mutual Funds distributed by VP Distributors, LLC member FINRA and subsidiary of Virtus Investment Partners, Inc.
3294 8-17 © 2017 Virtus Investment Partners, Inc.

