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Convertible Fund Third Quarter 2014 Report
OVERVIEW
The fund invests primarily in convertible
securities of U.S. companies that are
diversified across market sector and credit
quality.

Key Drivers of Performance
»»  The fund’s results in the third quarter reflected the broader convertible market that was impacted by small- and mid-cap companies that lagged the
broader equity market.
»»  The portfolio was very underweight to the CCC-credit tier throughout the quarter. As this tier strongly underperformed the index, our underweight

KEY FEATURES
»» Leverage more than three decades
of research in convertible security
investing
»» A
 portfolio diversified across
market sector and credit quality
emphasizing mid-sized companies
with higher-quality balance sheets
»» S eeks to provide upside
participation in equity markets with
less exposure to downside than
an equity-only portfolio over a full
market cycle

allocation to these low-quality credits served the portfolio well.
»»  Consistent with our investment process, the portfolio was very underweight to convertibles that were the most equity sensitive and the most
credit sensitive. Convertibles at these extreme ends of the convertible market were the only segments to post positive returns during the quarter as
individual names in these areas performed strongly.

Market and Portfolio Overview
»»  The convertible market declined 1.66% as underlying equities fell 3.75% on average, based on the BofA Merrill Lynch All U.S. Convertibles Index.
»»  The decline in underlying stocks reflected the significant amount of convertibles issued by small- and mid-cap companies, as the small-cap Russell 2000
Index declined 7.36% in the quarter.
»»  The U.S. markets continued to be supported by stronger economic data and accommodative central bank policy. At its September meeting, the Fed
maintained its commitment to keep interest rates near zero for a “considerable time.”

PORTFOLIO FIT
The fund offers a way to potentially
manage risk alongside an equity
allocation with securities that participate
in upside equity movements with limited
downside participation.
FUND TICKER SYMBOLS
A Shares
C Shares
I Shares
CCVIX
CCVCX
CICVX

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

AVERAGE ANNUAL RETURNS							
3-MONTH

YTD

1-YEAR

3-YEAR

5-YEAR

10-YEAR

SINCE I SHARE
INCEPTION

SINCE A SHARE
INCEPTION

Calamos Convertible Fund
I shares – at NAV (Inception 6/25/97)

-1.87%

3.60%

9.28%

11.13%

7.85%

6.43%

8.06%

A shares – at NAV (Inception 6/21/85)

-1.94

3.39

9.03

10.85

7.57

6.16

N/A

9.44%

A shares – Load adjusted

9.26

N/A

-6.59

-1.51

3.87

9.06

6.53

5.65

N/A

BofA ML All U.S. Convertibles Index (VXA0)

-1.66

7.70

14.18

17.28

12.66

7.63

7.62

N/A

S&P 500 Index

1.13

8.34

19.73

22.99

15.70

8.11

6.66

10.86

-2.34

5.58

10.67

16.69

13.21

9.04

7.14

8.84

Value Line Convertible Index

Performance data quoted represents past performance, which is no guarantee of future results. Current performance may be lower or higher than the performance quoted. You can obtain
performance data current to the most recent month end by visiting www.calamos.com.
The principal value and return of an investment will fluctuate so that your shares, when redeemed, may be worth more or less than their original cost. Performance reflected at NAV does
not include the Fund’s maximum front-end sales load of 4.75% had it been included, the Fund’s return would have been lower. 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. All performance shown assumes reinvestment of dividends and capital gains distributions. In calculating net investment income, all applicable fees and expenses are
deducted from the returns. The Fund also offers Class B and C Shares, the performance of which may vary. As of the prospectus dated 3/1/14, the Fund’s gross expense ratios for Class A
shares is 1.12%; Class B and C shares is 1.87%; Class I shares is 0.87%, 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

FIRM PROFILE

ANALYSIS

Gilead Sciences, Inc.

3.1%

Gilead is a biotech company with a large market position in the

The company continued its impressive run with revenue growth that

worldwide HIV therapeutics market. HIV drugs Atripla, Truvada, Viread,

exceeded the industry average. Gilead has benefited from the success of its

Complera/Eviplera, and Emtriva account for approximately 80% of the

Sovaldi Hepatitis C drug which has become the drug of choice to fight the

company’s sales.

disease. The company has a strong balance sheet, generates strong return on
capital, and has a reasonable equity valuation. As the convertible has become
more and more equity sensitive, we have prudently pared back our position
and taken profits. The convertible is rated A- by Standard & Poor’s and carries
a favorable yield advantage over its underlying common stock.

WellPoint, Inc.

2.5%

WellPoint is one of the largest health insurance companies in the U.S. The

The managed care industry is in the early stages of adapting to changes

company primarily provides insurance through the Blue Cross/Blue Shield

that are being enacted by the Affordable Care Act and WellPoint has

name in more than a dozen states and covers approximately 34 million

benefited as Americans have been required to purchase health insurance

people. WellPoint offers a diversified group of products including PPO, HMO,

or face financial penalties. The WellPoint convertible, rated A- by Standard

indemnity, and hybrid plans to employers, individuals and Medicare/Medicaid

& Poor’s, rallied in October after the company announced an increase to

recipients. In addition to health insurance the company also provides

its share repurchase plan.

administrative services to self-insured plans and specialty coverage such as
dental, vision, long-term care and group life insurance.
FUND HOLDINGS – DETRACTORS
FIRM NAME

% OF FUND

FIRM PROFILE

ANALYSIS

United Technologies Corp.

2.0%*

United Technologies is an industrial conglomerate that competes in six

The company’s most recent earnings results were below analysts’

different business segments: Pratt & Whitney (supplier of commercial and

expectations, leading the firm to trim its forward guidance. Shares

military aircraft engines), Sikorsky (manufacturer of commercial and military

responded by trading lower during the quarter. We believe the company’s

helicopters), Hamilton Sundstrand (provider of aerospace systems and

improved growth rate and strong cash flow creates new opportunities for

controls), Carrier (largest supplier of HVAC systems as well as refrigeration

further growth and expansion.

transport equipment), Otis (largest provider of elevators and escalators), and
UTC Fire & Security.
MGM Resorts International

*as of 8/31/14

1.2%*

MGM owns or operates casino resorts. The company operates 15 wholly

Shares declined as gambling revenues in Macau fell amidst concerns that

owned resorts in the U.S. and the MGM Macau resort and casino in China.

Beijing’s campaign against corruption, falling housing prices, and a Macau

It is also developing a resort on Cotai in China and owns several golf courses.

smoking ban would negatively impact MGM’s largest spending customers.

MGM was founded in 1986 and is based in Las Vegas, Nevada.

The convertible’s yield of 3.5% is attractive versus MGM’s common stock,

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

which does not pay a dividend.
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Outlook

SECTOR POSITIONING
SECTOR WEIGHTINGS 		
AS OF 09/30/14
OVER/UNDERWEIGHT VS. VXA0

We see attractive prospects in the convertible market, where

QUARTER TO
QUARTER CHANGE

issuance has increased as economic recovery progresses. With $73
billion in issuance through September, global issuance is on pace

Information Technology

to be at its highest level since 2007. We’ve seen healthy sector
breadth in issuance, as well as regional diversification. We’re also

Financials

Utilities

ultimately upward moving equity market. Moreover, valuations for

6.7%
2.5%

Consumer Staples

1.4%

Materials

0.9%

Telecommunication Services

0.5%

3.0%
-1.5%

-4.8%

-2.0%
0.3%

10.0%

Energy

decided positive for the asset class.

environment, as convertibles typically benefit from volatility in an

14.3%

-1.1%

11.4%

Industrials

chosen to issue convertibles, viewing this increased adoption as a

5.0%

18.0%

Consumer Discretionary

excited that a number of “household name” companies have

We believe that the case for convertibles is compelling in this

31.5%

Health Care

-1.3%
2.8%

-0.4%
1.1%

-0.5%
0.1%

-0.6%

1.0%

-1.0%
-2.0%
-0.9%

-0.4%
0.5%

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.

convertibles (as represented by the BofA ML All U.S. Convertibles
Index) are the best they have been since May of 2009. However,
the turbulent environment heightens the need for active
management, given the varying degrees of equity sensitivity among

Positioning

individual convertibles. In this environment, we continue to favor
securities with a balance of equity and fixed-income characteristics,

The portfolio is positioned towards the high-growth sectors of the market, which includes the information technology, health

rather than those which are disproportionately equity or credit

care, financials, and consumer discretionary sectors. We recognize that there will be volatility in the markets and have proceeded

sensitive.

with a risk-aware mindset. As such, we continue to advocate an active approach to convertibles and place emphasis on those
issues which strike a balance of risk and reward.

Interest rates have stayed low despite the Fed’s tapering of
quantitative easing and indications that rates would rise in 2015.

The weighting toward the information technology sector, the largest weighting in the fund, was increased as names were added

Given the volatile environment we’ve seen in recent weeks, interest

in the application software and Internet software and services industries. We tend to favor technology companies because of

rates will likely stay low over the near term and could fall further

their strong growth profiles, high-quality cash flows, and potential benefits from increased capital spending. We also expect

from here. However, we continue to believe that investors will

technology companies to benefit from long-term secular growth themes, including productivity enhancement and the demand

be well served to seek more diversified sources of income now,

for mobility and connectivity.

rather than when rates rise. Due to their equity characteristics,
convertibles can provide advantages over traditional bonds in

The weighting toward financial services was reduced. Holdings were sold in the regional banks, diversified banks, and asset

rising-rate periods, while their fixed-income attributes can mitigate

management and custody banks industries. Within this sector, we believe rising loan growth, attractive valuations, and the

short-term equity market volatility.

prospect of higher interest rates and greater earnings power support a relatively more positive yet selective view of financials.

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

CONVERTIBLE FUND VERSUS BOFA ML ALL U.S. CONVERTIBLES INDEX

Value Added
0.12
from Sector
Value Aded from
-0.18
Selection & Interaction
Total Added Value
-0.06

0.08

-0.04

0.00

0.07

-0.03

0.00

0.08

-0.07

0.01

0.03

-0.01

-0.21

0.01

0.35

-0.29

0.02

-0.02

-0.07

0.10

-0.05

-0.21

0.08

0.32

-0.29

0.10

-0.09

-0.06

SECTOR WEIGHTS (AVERAGE % WEIGHT DURING THE QUARTER)

Convertible Fund

6.52

1.03

10.10

12.02

1.22

17.89

15.11

30.72

0.32

2.46

BofA ML All U.S.
Convertibles Index
Over/underweight

7.62

2.61

7.21

11.59

2.22

18.57

19.73

25.71

1.13

3.61

-1.10

-1.58

2.90

0.43

-1.00

-0.68

-4.62

5.01

-0.81

-1.15

SECTOR RETURNS (%)

Convertible Fund

-13.83

0.65

-2.98

-6.21

-7.29

6.06

-2.90

-0.05

-1.18

-4.73

BofA ML All U.S.
Convertibles Index

-11.27

-3.80

-2.88

-4.56

-8.33

3.96

-1.22

-0.10

6.72

-2.15

-2.56

4.44

-0.10

-1.65

1.04

2.11

-1.67

0.06

-7.89

-2.58

Relative Return

Calculations may be subject to rounding.

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.

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.

Index Definitions
The BofA ML All U.S. Convertibles Index (VXA0) is comprised of
approximately 700 issues of only convertible bonds and preferreds
of all qualities.
Effective March 1, 2013, the Calamos Convertible Fund’s primary
benchmark changed from the S&P 500 Index to the BofA ML All
U.S. Convertibles Index (VXA0).
The S&P 500 Index is considered representative of the U.S. equity
market. Value Line Convertible Index is an equally weighted index of
the largest convertibles. The Russell 2000 Index is a small-cap stock
market index of the bottom 2,000 stocks in the Russell 3000 Index.

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.
Important 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(s)
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 Convertibe Fund
include: convertible securities risk consisting of the potential
for a decline in value during periods of rising interest rates and
the risk of the borrower to miss payments, synthetic convertible
instruments risk consisting of fluctuations inconsistent with
a convertible security and the risk of components expiring
worthless, foreign securities risk, equity securities risk, interest
rate risk, credit risk, high yield risk, portfolio selection risk and
liquidity 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 1-800582-6959. 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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