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Key points
Equities and other risk assets have
begun 2016 in grim fashion
But pessimism appears overdone
There is long-term value in shares
for patient investors prepared to
ride out the storm
Having said that, caution is the
watchword as downside risks are
mounting

Gavin Counsell, FIA
Senior Portfolio Manager,
Multi-Asset, London*

New year, same old story. Equity markets have begun 2016 in
comparable fashion to the way in which they ended 2015.
Plagued by the same cocktail of woes that began to pressure
markets in the middle of 2015, major global stock indexes,
including the S&P 500® and MSCI World Indexes, had their
worst week in more than four years.
Multiple confluent concerns over events in China; a continuing plunge in oil prices;
the impact of the December 2015 U.S. interest rate hike, the first in nearly a
decade; the adverse effects on company profits of spiraling debt funding costs;
and tensions in the Middle East – all continued to exact a heavy toll on shares.
Stocks suffered their biggest weekly drop since September 2011 and the steepest
slide over five days to begin a year on record. Even news of further strong growth
in U.S. employment was insufficient to arrest the slide.
The sell-off has not been confined to shares. Oil prices have tumbled nearly ten
percent, heading seemingly towards $30 per barrel, a level last seen in 2003.
Indeed, save for gold and government bonds, the price of almost everything, from
stocks to sugar, has plunged.
Already this has begun to lead to a series of siren calls from a number of
prominent investors, some of whom have been quick to draw comparisons with
the start of the 2008 financial crisis. However, we would be wary of some of the
more alarmist calls inevitably making their way on to the front pages of the
financial press.
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Although the sell-off shows little sign of abating, pessimism appears overdone. It’s
worth remembering that global economic output continues to expand at a
reasonable pace supported by loose monetary policy, while inflation is low and
stable. That will support corporate profitability.
Furthermore, valuations do not look excessive. While price-to-earnings ratios
(share prices relative to company profits) are above their long-term average, they
look reasonable when one considers the low rates of returns available from
investing in government bonds.
As a result, while acknowledging that there are sizeable risks at present, we
remain moderately bullish on shares and other risk assets. As in the summer of
2015, the steep slide in prices is creating attractive opportunities for long-term
investors prepared to do their research and to ride out the storm.
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Important Information
Except where stated as otherwise, the source of all information is Aviva Investors Global Services Limited (“Aviva Investors”) as of
January 10, 2016. Unless stated otherwise, any views and opinions expressed are those of the author. They should not be viewed as
indicating any guarantee of return from an investment managed by Aviva Investors nor as advice of any nature. Past performance is
no guarantee of future results. Any investment involves a degree of risk, including the risk of total loss. There can be no
assurance that the investment and risk strategies presented will meet their objectives.
AIA and each of its Aviva Investors investment advisory affiliates, including Participating Affiliates, are subsidiaries of Aviva plc (AV listed on
LSE, FTSE 100). The combined Aviva companies constitute the world’s sixth largest insurance group. Aviva Investors and its investment
advisory affiliates employ over 960 people in 15 countries (USA, Canada, UK, France, Ireland, Germany, Luxembourg, Sweden, Netherlands,
Poland, Switzerland, United Arab Emirates, Singapore, Australia, and Taiwan) and manage in excess of $416 billion (USD), as of June 30,
2015, in segregated mandates, pooled funds, and alternative strategies spanning asset classes which include: real estate, equities, fixed
income, derivatives, and money market instruments.
Aviva Investors Americas LLC (AIA) is the named subadviser to the Virtus Multi-Strategy Target Return Fund and utilizes the services of Aviva
Investors Global Services Limited (AIGSL) and its other affiliates (collectively, Aviva Investors) to manage the Fund. These affiliates are
Participating Affiliates as that term is used in relief granted by the SEC. The listed investment professionals are associated with AIGSL.
IMPORTANT RISK CONSIDERATIONS
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 or medium-sized companies may enhance that risk. Foreign & Emerging Markets: Investing
internationally, especially in emerging markets, involves additional risks such as currency, political, accounting, economic, and market risk.
Credit & Interest: Debt securities are subject to various risks, the most prominent of which are credit and interest rate risk. The issuer of a debt
security may fail to make interest and/or principal payments. Values of debt securities may rise or fall in response to changes in interest rates,
and this risk may be enhanced with longer-term maturities. High Yield-High Risk Fixed Income Securities: There is a greater level of credit
risk and price volatility involved with high yield securities than investment grade securities. Derivatives: Investments in derivatives such as
futures, options, forwards, and swaps may increase volatility or cause a loss greater than the principal investment. Leverage: When a fund
leverages its portfolio, the value of its shares may be more volatile and all other risks may be compounded. Counterparties: There is risk that a
party upon whom the fund relies to complete a transaction will default. Portfolio Turnover: The fund’s principal investment strategies will result
in a consistently high portfolio turnover rate. A higher portfolio turnover rate may indicate higher transaction costs and may result in higher taxes
when fund shares are held in a taxable account. Prospectus: For additional information on risks, please see the fund’s prospectus.

Investors should carefully consider the investment objectives, risks, charges, and expenses of any Virtus
Mutual Fund before investing. The prospectus and summary prospectus contain this and other information
about the fund. Please contact your financial representative, call 1-800-243-4361, or visit www.virtus.com
to obtain a current prospectus and/or summary prospectus. You should read the prospectus and/or
summary prospectus carefully before you invest or send money.
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.
Distributed by VP Distributors, LLC, member FINRA and subsidiary of Virtus Investment Partners, Inc.
2099 1-16 © 2016 Virtus Investment Partners, Inc.
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