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CONVERTIBLE THIRD QUARTER 2014 PERFORMANCE ATTRIBUTION & COMMENTARY

Convertible Strategy

Market Environment

total return oriented convertibles declined -3.60% during the

The BofA Merrill Lynch All U.S. Convertible Index returned

quarter, significantly underperforming credit sensitive (-2.14%)

-1.66% for the quarter, lagging the 1.13% return of the S&P

and equity sensitive (+0.83%) issues. The positive performance

500 Index. While large-cap stocks advanced, smaller-cap stocks

of the most equity-sensitive convertibles came from a handful of

declined steeply, The underlying stocks of convertibles returned

issuers. For example, three equity-sensitive biotechnology names

-3.75% on average, indicative of the high representation

collectively contributed nearly 80 basis points to the convertible

of small-cap and mid-cap companies within the convertible

index’s total return.

universe.
From an economic sector perspective, transportation (5.84%),
Investment-grade convertibles returned 1.37%, outperforming

telecommunications (5.20%), and health care (4.03%) led during

their speculative grade counterparts, which returned -3.62%.

the quarter, while energy (-11.82%), consumer staples (-7.46%),

Speculative-grade convertibles were hindered by a flight to

and consumer discretionary (-5.67%) lagged.

quality during the quarter, which was evidenced in small-cap
underperformance and widening credit spreads. J.P. Morgan

During the quarter, the U.S. markets were supported by

reported that high yield credit spreads widened by 87 basis

stronger economic data and accommodative Fed policy. Against

points over the quarter.

a backdrop of moderate U.S. economic growth, contained
inflation, and concerns of weakening global growth, the Fed

The Calamos investment process emphasizes convertibles

appeared in no rush to increase interest rates. Various data

displaying more balanced risk/reward attributes. However, these

points indicated the U.S. economy gaining momentum, as
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Past performance is no guarantee of future results.
Data as of 9/30/14.

All portfolio positioning and sector information is for a representative portfolio. Please see page four for additional information.
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FIGURE 2. REPRESENTATIVE PORTFOLIO PERFORMANCE VERSUS THE BofA MERRILL
LYNCH ALL CONVERTIBLES EX MANDATORY INDEX
THIRD QUARTER 2014
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particularly within the oil-and-gas exploration-and-production
industry. Additionally, the portfolio had no exposure to the

Attribution based on gross of fee performance with dividends reinvested. Performance attribution excludes any
government/sovereign bonds or options on broad market indexes the portfolio may hold.

Past performance is no guarantee of future results.
Source: Calamos Advisors LLC
Data as of 9/30/14.

underperforming coal and consumable fuel industry. Also, an
underweight in consumer staples proved beneficial.

auto sales and factory new orders posted record gains, while
declining oil prices benefited consumers and a number of
energy-dependent industries.

Selection within the industrials sector detracted from quarterly
performance. On an industry level, the portfolio’s underweight to
and security selection in airlines lagged. Selection in the consumer

The convertible market continued to see strong new issuance
in the third quarter as $20.9 billion in new convertibles were
issued globally, of which $13.8 billion came from the U.S. This
brought total global 2014 issuance to $73.2 billion, with $34.7
billion from the U.S. Both U.S. and global issuance are on pace
to exceed last year’s issuance totals.

Performance Review
We favor convertibles with balanced risk/reward attributes, as
we believe these provide the most advantageous characteristics
over full market cycles. However, during the quarter, the most

discretionary sector dampened results, as selections in the
homebuilding and internet retail industries lagged. An overweight
to the casinos and gaming industry also hindered results.

Positioning
We continue to favor high-growth sectors of the market,
including the information technology, health care, and financials
sectors. Given our expectation for ongoing market volatility,
we are following a disciplined and active investment approach,
emphasizing convertible securities with balanced risk/reward
attributes.

credit-sensitive and equity-sensitive convertibles led within the
market.

We increased the portfolio’s weight to the information
technology sector, adding names in the application software and

Consistent with the Calamos investment philosophy and process,
the portfolio was significantly underweight to convertibles at
the extreme ends of the market—that is, those demonstrating

2

Internet software and services industries. Our constructive view
on the technology sector reflects its strong growth profile, highquality cash flow, and potential to benefit from increased capital

All portfolio positioning and sector information is for a representative portfolio. Please see page four for additional information.
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FIGURE 3. SECTOR ALLOCATIONS VERSUS THE BofA MERRILL LYNCH ALL U.S. CONVERTIBLES EX MANDATORY INDEX
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Source: Calamos Advisors LLC.
Data as of 9/30/14.
This strategy is actively managed. Holdings, weightings and allocations are subject to change daily. Sector weightings exclude cash or cash equivalents, any government/sovereign bonds or broad
based index hedging securities/options the portfolio may hold.

spending. We expect many information technology industries

policy. This strategy continues to balance secular and cyclical

to benefit from long-term secular growth themes, including

growth opportunities, emphasizing those supported by global

productivity enhancement and business and consumer demand

growth themes and favorable bottom-up fundamentals.

for mobility and connectivity.
We believe convertibles are well suited to the prevailing
We reduced the portfolio’s weight to financials, selling common

environment, given their blend of equity and fixed-income

stocks in the regional banks, diversified banks, and asset

characteristics. However, given the varying levels of equity and

management and custody banks industries. We believe rising

credit sensitivities among convertibles, we believe an active

loan growth, attractive valuations, and the prospect of higher

approach is essential. Accordingly, we seek out creditworthy

interest rates and greater earnings power support a more

issuers, a catalyst for equity appreciation, and an attractive

positive sector view, but selectivity remains paramount.

risk/reward balance. In turn, we believe the portfolio should
also exhibit these same hybrid characteristics, providing what

Outlook
We believe the surge in market volatility over recent weeks
reinforces the benefits of a risk-aware investment posture.

we believe will be an asymmetric total return profile with a
yield advantage over common equities. We think this approach
should fare well in a period of heightened market volatility.

Despite the potential challenges to global growth, particularly
in Europe, we believe that U.S. economic growth, constrained
inflationary pressures and positive corporate fundamentals
continue to provide a constructive framework for your U.S.

For a more detailed review of our macro thoughts, please read
our latest Economic Review and Outlook posted on
www.calamos.com.

convertible strategy.

Among developed global markets, the U.S. remains a beacon,
as we sit mid-cycle in the recovery, poised for improving
growth supported by still-highly accommodative monetary
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Past performance does not guarantee or indicate future results. Current performance may be lower or higher than the
performance quoted. Portfolios are managed according to their respective strategies which may differ significantly
in terms of security holdings, industry weightings, and asset allocation from those of the benchmark(s). Portfolio
performance, characteristics and volatility may differ from the benchmark(s) shown.
For Institutional Use Only
The information portrayed is for the Calamos Convertible Composite. Representative holdings and portfolio characteristics
are specific only to the portfolio shown at that point in time. Other portfolios will vary in composition, characteristics, and will
experience different investment results. The representative portfolio shown has been selected by the advisor based on account
characteristics that the advisor feels accurately represents the investment strategy as a whole.
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.
The information provided in this report should not be considered a recommendation to purchase or sell any industry, sector or
particular security. There is no assurance that any industry, sector or security discussed herein will remain in a client’s account at
the time of reading this report or that industry, sectors or securities sold have not been repurchased. The industries, sectors, or
securities discussed herein do not represent a client’s entire account and in the aggregate may represent only a small percentage
of an account’s holdings.
It should not be assumed that any of the securities transactions or holdings discussed were or will prove to be profitable, or that
the investment recommendations or decisions we make in the future will be profitable or will equal the investment performance
of the securities discussed herein.
Returns presented from January 1, 1991 through the current period are based on the Calamos Institutional Convertible
Composite. This is an actively managed composite investing primarily in high-quality U.S. convertible bonds, which is comprised
of fully discretionary, fee-paying, tax-exempt accounts of $1,000,000 or more, managed by Calamos Asset Management,
Inc. Returns presented from October 1, 1979 through December 31, 1990 reflect the Calamos Convertible Composite. This
is an actively managed composite investing in higher-quality foreign and U.S. convertible bonds, which is comprised of fully
discretionary, tax-exempt, fee-paying accounts managed by Calamos Asset Management, Inc. All returns are net of commission
and other similar fees charged on securities transactions and include reinvestment of net realized gains and interest.
The BofA Merrill Lynch All U.S. Convertibles Ex Mandatory Index (V0A0) measures the return of all U.S. Convertibles
excluding mandatory convertibles. The BofA Merrill Lynch All U.S. Convertibles Index (VXA0) measures the return of all U.S.
convertibles. The S&P 500 Index is a market-value weighted index and is widely regarded as the standard for measuring U.S.
stock-market performance. Unmanaged index returns assume reinvestment of any and all distributions and do not reflect any
fees, expenses or sales charges. Investors cannot invest directly in an index.
Fees include the investment advisory fee charge by Calamos Advisors LLC. Returns greater than 12 months are annualized. All
returns are net of commission and other similar fees charged on securities transactions and include reinvestment of net realized
gains and interest. Chart Data Sources: Mellon Analytical Solutions LLC and Calamos Advisors LLC.
Calamos Advisors LLC is a federally registered investment advisor. Form ADV Part 2A, which provides background information
about the firm and its business practices, is available upon written request to:
Calamos Advisors LLC
2020 Calamos Court
Naperville, IL 60563-2787
Attn: Compliance Officer
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