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TIP SHEET: For Virtus, Strong Run's A Nice Birthday Present
 
   By John Kell 
   Of DOW JONES NEWSWIRES 
 

NEW YORK (Dow Jones)--Investors aiming to mitigate losses in an uneven market and earn consistent returns have flocked to Howard

Present's portfolio, which has seen strong net flows this year as the fund celebrates its first birthday.

His Virtus Premium AlphaSector Fund (VAPAX), with about $1.94 billion of assets, invests either entirely in exchange-traded funds in nine

sectors, a combination of sector ETFs and short-term Treasurys, or entirely in short-term Treasurys.

The fund was launched on July 1, 2010, with the goal of replicating the returns of the Standard & Poor's 500 index. It is an active fund that is

updated on a weekly basis and aims to produce long-term returns. Present said the fund is able to achieve its performance goal by "avoiding

those really big bear-market troughs, which is unbelievably critical to our long-term goals."

Of the sectors in which the fund invests, Present said consumer staples, utilities and health care have shown the most stability in recent

months. Financials--which are highly volatile and incorporate a lot of near- and intermediate-term weakness--is "clearly the weakest of the

sectors," he said.

Energy is considered a wild card, as commodity pricing and product-supply swings as well as currency volatility have resulted in an

interesting mix of fundamentals, Present said.

Present said he expects the broader U.S. economy to sputter along in the near term, with 5% to 10% positive returns expected in the second

half of 2011, ending the year with returns ranging from 7% to 12%. He said the Virtus fund's historical expectations would be "in line with the

market and hopefully outperform by several-hundred basis points."

For the first half of 2011, the fund has generated a yield of 5.97%, 0.05 percentage point worse than the S&P 500 index's year-to-date return,

according to Morningstar Inc. In the past month, the fund's return was minus 1.45% versus the S&P 500 index's minus 1.66% return,

Morningstar said.

According to Lipper Inc. researcher Tom Roseen, the equally weighted portfolio has a key advantage in seeking returns, as money can be

moved rather quickly to evade a down market. Roseen said that, while the fund might underperform when the S&P 500 is on a momentum

run, the index is a great bet in a market like today's, due to the fund's exposure to smaller stocks in the index. Through the first six months of

the year, the fund's performance ranks in the top half of all large-capitalization core funds tracked by Lipper.

Still, Roseen said the fund's expense ratio of 1.91% is a bit high, perhaps due to the need to rebalance the portfolio. The average large-cap

core fund's ratio is about 1.24%.

Present admitted that the fees were "a bit higher than the peer group" for the funds managed by Virtus, but he said the fund has had a

favorable reaction from the market, raising $1.2 billion in net flows this year through May. According to mutual-fund research company

Strategic Insight, this makes it the single best-selling member over that period among peers that are generally free to assign up to 100% of

their assets across various asset classes.

Ultimately, Present said the funds are attractive as they deliver "real value for investors over a long period of time, as well as over some very

difficult markets."

-By John Kell, Dow Jones Newswires; 212-416-2480; john.kell@dowjones.com

(TALK BACK: We invite readers to send us comments on this or other financial news topics. Please email us at

TalkbackAmericas@dowjones.com. Readers should include their full names, work or home addresses and telephone numbers for

verification purposes. We reserve the right to edit and publish your comments along with your name; we reserve the right not to publish

reader comments.)
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Disclosure for Performance Data

“AlphaCycle” and “AlphaSector” are service marks of F-Squared Investments, Inc. This material is

proprietary and may not be reproduced, transferred or distributed in any form without prior written

permission from Active Index Solutions, LLC or F-Squared Investments, Inc. Active Index Solutions and

F-Squared Investments reserve the right at any time and without notice to change, amend, or cease

publication of the information. This material has been prepared solely for informative purposes. The

information contained herein has been obtained from sources that we believe to be reliable, but its

accuracy and completeness are not guaranteed. It is made available on an "as is" basis without warranty.

Investment products that may be based on AlphaCycle Indexes or AlphaSector Indexes are not sponsored

by Active Index Solutions, LLC, and neither F-Squared Investments, Inc. nor Active Index Solutions,

LLC makes any representation regarding the advisability of investing in them. Inclusion of a mutual fund

or an exchange traded fund in an index does not in any way reflect an opinion of Active Index Solutions

or F-Squared Investments regarding the investment merits of such a fund. None of the mutual funds or

exchange traded funds included in an index have given any real or implied endorsement or support to

Active Index Solutions or to this index. One cannot invest directly in an index.

The Indexes are based on active strategies, with the strategy that the AlphaSector Rotation Index and the

AlphaSector Premium Index are based on having an inception date of April 1, 2001. The process of

converting the active strategy to an index implies that the returns presented, while not backtested, reflect

theoretical performance an investor would have obtained had it invested in the manner shown and does

not represent returns that an investor actually attained, as investors cannot invest directly in an index.

Theoretical and hypothetical performance has many inherent limitations. The performance is adjusted to

reflect the reinvestment of dividends. The fee schedule and anticipated expenses are included in the client

agreement. F-Squared’s fees are available upon request and also may be found in Part II of its Form

ADV. Past performance is no guarantee of future results.

The information presented is based upon the performance of an Index as reported by the New York Stock

Exchange ARCA, NASDAQ OMX, or Active Index Solutions, LLC. The information is adjusted to

reflect the reinvestment of dividends and, except where indicated, all returns are presented gross of fees.

No representation or warranty is made as to the reasonableness of the assumptions made or that all

assumptions used in achieving the returns have been stated or fully considered. Changes in the

assumptions may have a material impact on the hypothetical returns presented.

AlphaSector Rotation Index is the exclusive property of F-Squared Investments, Inc. and Active Index

Solutions, LLC. Active Index Solutions, LLC has contracted with The NASDAQ OMX Group, Inc.

(collectively, with its subsidiaries and affiliates, “NASDAQ OMX”) to calculate and maintain the

AlphaSector Rotation Index. NASDAQ OMX shall have no liability for any errors or omissions in

calculating the AlphaSector Rotation Index.

Returns represent past performance, and are not guarantees of future results or indicative of any specific

investment. Past performance is no guarantee of future results.

Sources: Morningstar, New York Stock Exchange ARCA, NASDAQ OMX. All rights reserved.


