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Voya Large Cap Core-Value SMA (Merrill Lynch)

Actively managed portfolio 
of high-dividend-yield and 
dividend-growth stocks

Key takeaways

  ■  Markets bounced back in March after retreating in February, finishing off a mostly positive 
quarter. The banking crisis triggered fears of a global banking contagion which caused a 
flight to safety, with Mega Cap stocks leading the overall market for the quarter.

  ■  For the quarter, the Merrill Lynch Large Cap Core-Value SMA (the SMA) outperformed the 
S&P 500 Index (the Index), on a net asset value (NAV) basis.

  ■  Although the US Federal Reserve hiked another quarter point in March, the market seems 
to be weighing if that could be the final rate hike of the year. The unprecedented rise in 
yields over the last year contributed to the recent bank failures, making a soft landing less 
likely, and increasing the likelihood of a recession.

Portfolio review

The financial markets were positive in the first quarter, but volatile as concerns with 
inflation and interest rates tugged asset prices up and down. At its first 2023 policy 
meeting, the Fed raised interest rates by 25 basis points (bp), driving market rates higher 
while pulling down bond prices and crimping the values of rate-sensitive technology 
stocks. Market focus shifted dramatically in March as the sudden failure of several US 
regional banks and the collapse of Credit Suisse shook the banking sector. Markets 
regrouped after the government intervened to protect depositors. The US Federal 
Reserve, seeking to avoid further “accidents” tied to higher rates, took a restrained step 
and increased the Fed funds rate by just another 25 bp at its March policy meeting.

The 10-year US Treasury yield fell from nearly 3.9% in early January to less than 3.5% 
by quarter-end. Falling rates helped both stocks and bonds. The S&P 500 Index gained 
7.50% and the Bloomberg US Aggregate Bond Index gained 2.96%. Easing rates also 
gave growth stocks an advantage over value stocks ― across the capitalization spectrum, 
growth styles posted gains significantly greater than those of value styles.

For the quarter ended March 31, 2023, the SMA outperformed the Index on a NAV basis 
due primarily to favorable stock selection. Stock selection in the health care, financials 
and energy sectors contributed to performance. At the individual stock level, owning a 
non-benchmark position in Palo Alto Networks Inc. (PANW), and not owning UnitedHealth 
Group Inc. (UNH) and Johnson & Johnson (JNJ) were among the SMA’s largest 
contributors for the quarter.

Stock selection within the communication services, materials and consumer staples 
sectors had the largest negative impact on performance. At the individual stock level, 
not owning a position in Tesla Inc. (TSLA) and Meta Platforms Inc. (META), as well as our 
overweight position in Truist Financial Corp. (TFC) were among the key detractors for 
the quarter.

Strategy overview

An actively managed large cap value 
strategy that relies on fundamental 
research and analysis to capture the 
benefits of both high-dividend-yield and 
dividend-growth stocks.
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Disclaimer
This commentary is designed to report on the Large Cap Core Value SMA strategy as reported by Voya Investment Management (Voya IM) and is for illustrative purposes only. The information 
contained herein is obtained from multiple sources and believed to be reliable. Information has not been verified by Merrill Lynch and may differ from documents created by Merrill Lynch. Clients 
should refer to the Merrill Lynch Profile, which you can obtain from your Financial Advisor. For additional information or other programs speak to your Financial Advisor.

Merrill Lynch, through its affiliate, Managed Account Advisors, LLC (MSS) will be the overlay portfolio manager (OPM) for this investment style. Voya IM will provide securities recommendations 
to the OPM generally in the form of a model which includes the specific securities and the percentage allocation to each security to be held in client accounts. This investment advice is updated 
by Voya IM whenever the recommendations change. The OPM generally implements the invest advice of Voya IM without change, subject to any reasonable client-imposed restrictions and, 
to the extent possible, tax considerations. Voya IM can, after consultation with Merrill Lynch, place orders for certain block trades with Merrill Lynch or another broker-dealer. Voya IM is not 
affiliated with Merrill Lynch.

The Standard and Poor’s 500 Index is designed to measure performance of the broad domestic economy through changes in the aggregate market value of 500 stocks representing all major 
industries. The index includes 500 leading companies and covers approximately 80% of available market capitalization.  Index returns do not reflect fees, brokerage commissions, taxes or other 
expenses of investing. Investors cannot invest directly in an index. 

Index source: Factset. We deem this to be a reliable source, but cannot guarantee accuracy and completeness. Indices are unmanaged and one cannot invest directly in an index. It should 
not be assumed that securities held in the future will be profitable or will equal the performance of the securities mentioned herein. One account was selected by our portfolio managers as a 
representative account that generally best represents this investment management style. Actual holdings of other Large Cap Core portfolios managed by Voya Investment Management may 
differ. Voya Investment Management did not use performance-based criteria in determining which account to include. The performance of Large Cap Core portfolios may be better or worse 
than that of this sample portfolio. Dividend yield represents past performance and there is no guarantee that they will continue to be paid.

All investing involves risks of fluctuating prices and the uncertainties of rates of return and yield inherent in investing. All security transactions involve substantial risk of loss.  Please 
reference your client statement for a complete review of recent transactions and performance. 

The strategy employs a quantitative model to execute the strategy. Data imprecision, software or other technology malfunctions, programming inaccuracies and similar circumstances may 
impair the performance of these systems, which may negatively affect performance. Furthermore, there can be no assurance that the quantitative models used in managing the strategy will 
perform as anticipated or enable the strategy to achieve its objective.

This commentary has been prepared by Voya Investment Management for informational purposes. Nothing contained herein should be construed as (i) an offer to sell or solicitation of an offer to 
buy any security or (ii) a recommendation as to the advisability of investing in, purchasing or selling any security. Any opinions expressed herein reflect our judgment and are subject to change. 
Certain of the statements contained herein are statements of future expectations and other forward-looking statements that are based on management’s current views and assumptions and 
involve known and unknown risks and uncertainties that could cause actual results, performance or events to differ materially from those expressed or implied in such statements. Actual 
results, performance or events may differ materially from those in such statements due to, without limitation, (1) general economic conditions, (2) performance of financial markets, (3) interest 
rate levels, (4) increasing levels of loan defaults (5) changes in laws and regulations and (6) changes in the policies of governments and/or regulatory authorities.  
Past performance is no guarantee of future returns. 

The opinions, views and information expressed in this commentary regarding holdings are subject to change without notice. The information provided regarding holdings is not a 
recommendation to buy or sell any security. Fund holdings are fluid and are subject to daily change based on market conditions and other factors. 
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Current strategy and outlook

Strains in parts of the financial system have prompted the Fed 
to trim its tightening plans. We believe quick action by regulators 
has largely addressed concerns of systemic risk in the banking 
system. In our view, bank balance sheets are healthy, and the lack 
of fundamental consumer and corporate imbalances should limit 
the severity of any sort of economic downturn that may materialize.

The long game still needs to play out: a higher cost of capital for 
banks will raise borrowing costs for companies and consumers, 

increasing the potential for a longer but still shallow recession. 
Since the challenges to the banking system are likely to be 
disinflationary, further Fed rate hikes may not be necessary. The 
focus now shifts to when the Fed might begin lowering rates. For 
that to happen, we believe labor markets and economic growth 
would need to weaken substantially — and that is not happening 
yet. Employment data remain vibrant despite an uptick in the 
unemployment rate, and the economy has remained remarkably 
resilient, supported by strong consumer spending.


