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Discovery Growth Fund Third Quarter 2014 Report
OVERVIEW
The fund invests in small and midsize U.S.
companies that we believe offer the best
potential for growth.

Key Drivers of Performance
»»  The Discovery Growth Fund outperformed in a quarter where small-cap and mid-cap companies struggled as growth in the broader market was largely
rotational with little-to-no consistency to the leaders or laggards.
»»  We use a consistent and repeatable investment process, grounded in fundamental analysis and utilizing state-of-the-art risk management and stock
selection techniques. With the arrival of new fund management in 2013, the fund’s A shares at NAV outperformed the Morningstar Small Growth

KEY FEATURES
»» Bottom-up stock selection based
on a combination of quantitative and
fundamental research drivers

»»  Selection in the consumer discretionary and information technology sectors, particularly in the casinos and gaming and application software industries,

»» In-depth research can add significant
value in the inefficient small and mid
cap market

Market and Portfolio Overview

»» Risk management and portfolio
construction are central to the process,
seeking greater risk-adjusted returns over
full market cycles
PORTFOLIO FIT
The fund is a SMID cap growth equity
allocation option.

Category average by 621 basis points in the year ended September 30, 2014.
added relative value. Selection in the health care and materials sectors hindered performance.

»»  Anxiety about growth and interest rate concerns took a toll on the more economically sensitive small-cap companies, particularly its smallest constituents.
Stocks in the broad market struggled at the beginning and the end of the quarter, but experienced a strong mid-quarter gain in August, which helped
sustain returns.
»»  Equities have faced higher volatility recently due to geopolitical tensions and weakness in Europe. However, U.S. stocks continue to be buoyed by relatively
stronger U.S. economic data and expectations that the Fed will continue to support the economy with its accommodative policies well into 2015.
»»  We remain bullish on the U.S equity market, although some near-term volatility would not be out of the norm. After more than five years of a strong bull
market, we still believe there’s room for stocks to advance, as valuations remain reasonable.
AVERAGE ANNUAL RETURNS		

FUND TICKER SYMBOLS
A Shares C Shares I Shares
CADGX CCDGX CIDGX

			
YTD
1-YEAR
3-YEAR

SINCE
INCEPTION

Calamos Discovery Growth Fund
I shares – at NAV (Inception 6/1/00)

-3.39%

-2.56%

9.21%

14.88%

11.20%

A shares – at NAV (Inception 6/1/00)

-3.42

-2.73

8.99

14.56

10.92

A shares – Load adjusted

-8.02

-7.32

3.78

12.71

9.67

-4.21
-5.80

-0.41
-4.99

8.05
2.78

22.68
20.06

17.60
14.95

Russell 2500 Growth Index
Morningstar Small Growth Category

There can be no assurance that the Fund will achieve its
investment objective.

QTD

Past data quoted represents past performance, which is no guarantee of future results. Current performance may be lower or higher than the performance
quoted. The principal value of an investment will fluctuate so that your shares, when redeemed, may be worth more or less than their original cost. Load-adjusted
returns take into account the Fund’s maximum 4.75% front-end sales load. You can obtain performance data current to the most recent month end by visiting
www.calamos.com.
Performance may reflect waivers or reimbursement of certain expenses. Calendar year returns measure net investment income and capital gain or loss from portfolio investments for
each period specified. Average annual total return measures net investment income and capital gain or loss from portfolio investments as an annualized average. In calculating net
investment income, all applicable fees and expenses are deducted from the returns. All performance shown assumes reinvestment of dividends and capital gains distributions. As of
the prospectus dated 3/1/14, the Fund’s gross expense ratios for Class A shares is 1.72%; Class I Shares is 1.47%, respectively. The Fund’s investment advisor has contractually agreed
to reimburse Fund expenses through March 31, 2015 to the extent necessary so that Total Annual Fund Operating Expenses (excluding taxes, interest, short interest, short dividend
expenses, brokerage commissions, acquired fund fees and expenses, and extraordinary expenses, if any) of Class A, Class B and Class C are limited to 1.50%, 2.25% and 2.25% of average net assets, respectively.
The offering price for Class I shares is the NAV per share with no initial sales charge. There are no contingent deferred sales charges or distribution or service fees with respect to Class I
shares. The minimum initial investment required to purchase each Fund’s Class I shares is $1 million. Class I shares are offered primarily for direct investment by investors through certain
tax-exempt retirement plans (including 401(k) plans, 457 plans, employer-sponsored 403(b) plans, profit sharing and money purchase pension plans, defined benefit plans and non
qualified deferred compensation plans) and by institutional clients, provided such plans or clients have assets of at least $1 million. Class I shares may also be offered to certain other
entities or programs, including, but not limited to, investment companies, under certain circumstances.

NOT FDIC INSURED | MAY LOSE VALUE | NO BANK GUARANTEE
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FUND HOLDINGS – CONTRIBUTORS
FIRM NAME

% OF FUND

Community Health Systems, Inc. 1.9%

FIRM PROFILE

ANALYSIS

Community Health is an operator of hospitals in the U.S.

Shares rose after a positive earnings surprise. The company has revenue
growth, good cash flows and growth in earnings per share.

Spectranetics Corp.

1.8%

Spectranetics develops, manufactures, markets, and distributes single-

The company reported strong quarterly results, including an increase in

use medical devices used in minimally invasive procedures within the

revenues and gross margin. Business was especially strong in its vascular

cardiovascular system.

operations and international businesses.

FUND HOLDINGS – DETRACTORS
FIRM NAME

% OF FUND

FIRM PROFILE

ANALYSIS

Staar Surgical Company

1.3%*

Staar designs, develops, manufactures, and sells implantable lenses for the

The most recent earnings results came in below expectations. Despite the

eye. The company’s lenses are used worldwide in corrective or refractive

earnings miss, the firm continues to gain market share and has increased

surgery. It also makes lenses for use in surgery that treats cataracts.

its presence within the industry.

Endologix is engaged in developing, manufacturing, marketing, and

At the end of the quarter, the firm reported revenue guidance below

selling medical devices for the treatment of aortic disorders.

analyst expectations, while also lowering future revenue expectations.

Endologix, Inc.

1.1%*

Weaker operating cash flow and lower net income have put pressure on
shares. While earnings were down, global sales have increased, and the
company continues to pursue new innovative technologies in its industry.

*as of 8/31/14

Past Performance does not guarantee future results. Please see additional disclosures on last page.
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Outlook

SECTOR POSITIONING
SECTOR WEIGHTINGS
AS OF 9/30/14

We remain bullish on the U.S. equity market, although some near-term
volatility would not be out of the norm. After more than five years of a

Information Technology

strong bull market, we still believe there’s room for stocks to advance,

25.2%

Health Care

as valuations remain reasonable. Global monetary conditions remain
accommodative and inflation is almost non-existent. With the Federal

Energy
Materials

1.7%

Consumer Staples

1.5%

Telecommunication Services

0.0%

Utilities

0.0%

typically performed well when rates have been modestly higher, provided
that the economy is also expanding.

-2.0%
-2.7%

-0.5%

2.7%

expect acquisition and buyback activity to remain robust. When the Fed
well experience short-term angst. Longer-term, however, equities have

-3.8%

7.7%

investors pushing down U.S. long-term yields in a quest for income, we

-0.6%

0.1%

14.1%

Financials

3.4%
4.9%

17.5%

Consumer Discretionary

QUARTER-TO-QUARTER
CHANGE

3.5%

22.7%

Industrials

Reserve unlikely to raise short-term rates until mid-2015 and European

does raise interest rates (likely no sooner than mid-2015), the markets may

OVER/UNDERWEIGHT VS.
RUSSELL 2500 GROWTH INDEX

-2.2%

-1.0%
-1.4%

-5.6%

-0.5%
-1.9%

1.5%

-1.0%
-0.4%

0.0%
0.0%

Sector weightings exclude cash or cash equivalents, any government/sovereign bonds or instruments on broad indexes the portfolio may hold. Holdings and
weightings are subject to change daily. You can obtain a complete list of holdings by visiting www.calamos.com. Please see additional disclosures on last page.

Consistent with our positive outlook for U.S. equities, we are favoring a

Positioning

combination of secular and cyclical growth companies, in sectors including

The fund is positioned in higher-growth businesses, with an emphasis on strong fundamentals and growth catalysts. Our focus

technology, health care, and financials. We believe we have entered a

remains in sectors such as information technology, health care, industrials, and consumer discretionary. Many companies in these

growth regime but are not yet in a late-cycle environment. While economic

sectors are generating strong growth at high returns on invested capital, while using less debt relative to peers. We expect well-

conditions have improved, we have not seen a surge in corporate capital

positioned companies to benefit from a variety of macro themes, including mobility and innovation, open access to information

spending, typically an indication of a late-cycle environment. The biggest

and entertainment, productivity enhancements, and global infrastructure demand. At the same time, we remain mindful of risk

risk to our bullish outlook is weak economic conditions in Europe, which

and valuation discipline.

have prompted the central bank to implement quantitative easing at the
same time the Fed is winding down its program.

Among the quarter’s positioning changes, we increased the fund’s allocation to the information technology sector. We have
found more opportunities in the sector with good valuations and sustainable growth catalysts. We reduced the fund’s allocation

We believe that today’s growth equity opportunity set is well suited to our

to the industrials sector and maintain a market weighting relative to the index. The fund’s allocation to consumer discretionary

active management approach. As always, we will proceed with a focus

also declined in the period, though we remain committed to the growth opportunities within the sector.

on selectivity, valuation discipline and comprehensive risk management.
Looking to the end of the year, we believe investors will increase their

In absolute terms, the portfolio’s largest allocations include the information technology, health care, and industrials sectors.

emphasis on company fundamentals, providing a favorable backdrop for

Health care represents the largest overweight relative to the Russell 2500 Growth Index. Conversely, the materials sector is

active approaches.

presently the most significant underweight.

Past Performance does not guarantee future results. Please see additional disclosures on last page.
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Fund Quarterly Attribution
				
CONSUMER

ENERGY

MATERIALS

INDUSTRIALS DISCRETIONARY

CONSUMER			
STAPLES
HEALTH CARE FINANCIALS

INFORMATION
TECHNOLOGY

TELECOM
SERVICES

UTILITIES

DISCOVERY GROWTH FUND VERSUS RUSSELL 2500 GROW TH INDEX

Value Added
from Sector
Value Aded from
Selection & Interaction

0.19

0.06

0.02

0.02

0.07

0.27

0.00

0.02

-0.06

-0.01

0.09

-0.08

0.24

0.54

0.08

-0.57

0.04

0.31

0.00

0.00

Total Added Value

0.28

-0.01

0.25

0.56

0.15

-0.30

0.04

0.33

-0.06

-0.01

SECTOR WEIGHTS (AVERAGE % WEIGHT DURING THE QUARTER)

Discovery
Growth Fund

2.60

1.89

17.24

15.75

0.97

22.88

8.27

23.59

0.00

0.00

Russell 2500
Growth Index

4.99

7.37

17.52

17.75

3.59

17.60

8.16

21.72

0.94

0.37

Over/underweight

-2.39

-5.48

-0.28

-2.00

-2.62

5.28

0.10

1.87

-0.94

-0.37

Discovery
Growth Fund

-11.50

-11.68

-5.18

-0.57

4.74

-1.53

-3.92

-3.20

0.00

0.00

Russell 2500
Growth Index

-12.39

-5.45

-6.34

-4.16

-6.09

0.87

-5.02

-4.52

2.56

-2.84

0.89

-6.23

1.16

3.58

10.83

-2.41

1.10

1.32

-2.56

2.84

SECTOR RETURNS (%)

Relative Return

Calculations may be subject to rounding.

Index Definitions
The Russell 2500 Growth Index measures the performance of
the small to mid-cap growth segment of the U.S. equity universe.
It includes those Russell 2500 companies with higher price-tobook ratios and higher forecasted growth values. The S&P 500
Index is generally considered repre sentative of the U.S. stock
market. Portfolios in the Morningstar Small Growth category
focus on faster-growing companies in the bottom 10% of capitalization of the U.S. equity market. Unmanaged index returns
assume reinvestment of any and all distributions and, unlike fund
returns, do not reflect fees, expenses or sales charges. Investors
cannot invest directly in an index.
Additional Information
Past performance does not indicate future results. No investment
strategy or objective is guaranteed and a client’s account value
can fluctuate over time and be worth more or less that the
original investment. The opinions referenced are as of the date
of publication and are subject to change due to changes in the
market or economic conditions and may not necessarily come to
pass. Information contained herein is for informational purposes
only and should not be considered investment advice.
Important Fund Risk Information
An investment in the Fund(s) is subject to risks, and you could
lose money on your investment in the Fund(s). There can be no
assurance that the Fund(s) will achieve its investment objective.
Your investment in the Fund is not a deposit in a bank and is not
insured or guaranteed by the Federal Deposit Insurance Corporation (FDIC) or any other government agency. The risks associated
with an investment in the Fund(s) can increase during times of
significant market volatility. The Fund(s) also has specific principal
risks, which are described below. More detailed information
regarding these risks can be found in the Fund’s prospectus.
The principal risks of investing in the Calamos Discovery Growth
Fund include: equity securities risk consisting of market prices
declining in general, small and mid-sized company stock risk
which are historically more volatile and less liquid than large cap
company stock, growth stock risk, foreign securities risk, portfolio
selection risk, and portfolio turnover risk. As a result of political or
economic instability in foreign countries, there can be special risks
associated with investing in foreign securities, including fluctuations in currency exchange rates, increased price volatility and
difficulty obtaining information. In addition, emerging markets
may present additional risk due to potential for greater economic
and political instability in less developed countries.

Before investing carefully consider the fund’s
investment objectives, risks, charges and expenses.
Please see the prospectus and summary prospectus
containing this and other information or call
1-800-582-6959. Read it carefully before investing.

Calamos Financial Services LLC, Distributor
2020 Calamos Court | Naperville, IL 60563-2787
800.582.6959 | www.calamos.com | caminfo@calamos.com
© 2014 Calamos Investments LLC. All Rights Reserved. Calamos®
and Calamos Investments® are registered trademarks of Calamos
Investments LLC.
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