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Emerging Economies Strategy

Market Overview

included Greece (-29.32%) and Brazil (-14.57%). Russian assets

The MSCI Emerging Markets Index returned 2.28% in the first

were buoyed by stabilizing oil prices, a stronger ruble and a

quarter but performance was also considerably mixed by country,

still fragile cease-fire in Ukraine, which has eased speculation

reflecting divergent economic fortunes. China indicated it

over further U.S. and European sanctions. India gained 5.40%,

remains willing to do whatever is necessary to boost economic

continuing its strong market performance of the past year despite

expansion and development, including expanding the money

a sell-off in March.

supply. China’s growth rate has slowed but it remains twice the

Performance Review

global rate and the nation remains a critical growth engine for

The strategy outperformed the benchmark in the quarter due

the world economy. Both the mainland China and Hong Kong

to a combination of factors including sector positioning and

markets have been especially strong in recent weeks as investors

strong security selection within countries. Reflecting our risk-

take advantage of the Shanghai-Hong Kong Stock Connect cross-

managed investment approach, the strategy provided periods of

boundary investment program.

significant resilience versus the index during brief downturns and
participated in gains during emerging market rallies, resulting in

Economic activity in India continues to accelerate, with growth

overall outperformance.

reforms gaining a stronger footing. Following a major equity rally
over the last 12 months through February, Indian equities pulled

Positioning in developed market equities with significant

back in the latter portion of the quarter as investors looked for

economic ties to emerging markets added notably to positive

evidence that Prime Minister Narendra Modi’s efforts to propel

performance in the period. These holdings generally benefited

growth would also lead to increased corporate profits. The top-

from strong trends in developed market equities, particularly

performing countries in the period included Russia (+18.61%) and

those in Europe and Japan that are enjoying tailwinds from

China (+8.12%) in U.S. dollar terms, while the worst performers

FIGURE 1. CALAMOS EMERGING ECONOMIES STRATEGY RETURNS
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Past performance is no guarantee of future results.
Data as of 3/31/15.

All portfolio positioning and sector information is for a representative portfolio. Please see page five for additional information.
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FIGURE 2. REPRESENTATIVE PORTFOLIO PERFORMANCE VERSUS THE MSCI
EMERGING MARKETS INDEX
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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.

that are a key focus for our team from a thematic standpoint.

Past performance is no guarantee of future results.

Despite slow global growth conditions, many of these businesses

Source: Calamos Advisors LLC
Data as of 3/31/15.

highly accommodative monetary policies, structural reforms and
attractive relative valuation. In particular, our positioning in Japan

are generating strong revenue and earnings growth due to
emerging product cycles and high-growth end markets.

contributed positively owing to these macro influences and strong
bottom-up company selection.

The strategy also lost value in the energy sector. Holdings in the
integrated oil and gas industry significantly underperformed

Within Japan, we are seeing individual companies surprise
with improved capital allocation and more shareholder friendly
policies. Initiatives include increased dividends, buybacks and
higher return on equity targets. These companies, many of which
also enjoy significant revenue generation in emerging markets,
have been key contributors to performance.

those in the benchmark. We have consistently held a cautious
view on the sector in recent periods reflected by an underweight
position in the strategy. Pressures from modest global demand
fundamentals and a strong dollar resulted in depressed oil prices,
though we have seen some stabilization more recently. We will
be opportunistic in the sector and seek to invest in companies
with attractive bottom-up attributes along with more supportive

Selection in industrials contributed the most to performance
in the period. Specifically, holdings in industrial machinery
and industrial conglomerates industries outperformed. Our
positioning in these industries benefited from tailwinds including
weakened currency relative to the U.S. dollar and enhanced
export opportunities, both areas of active emphasis for our
team this year. In fact, these key factors drove our decision to
overweight the industrial machinery industry, in particular those

2

top-down influences.

Positioning
Broadly speaking, we have positioned the strategy toward
commodity-consumers, high-value exporters and economies that
benefit from positive economic and fiscal reforms. Within our
top-down framework, we favor countries positioned to benefit
from secular tailwinds, such as China, India, the Philippines,
Indonesia and Mexico.

All portfolio positioning and sector information is for a representative portfolio. Please see page five for additional information.
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FIGURE 3. SECTOR ALLOCATIONS VERSUS THE MSCI EMERGING MARKETS INDEX
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based index hedging securities/options the portfolio may hold.

FIGURE 4. COUNTRY WEIGHTS VERSUS THE MSCI EMERGING MARKETS INDEX*
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*Excludes cash weighting. Companies are classified geographically according to their country of domicile.
Data as of 3/31/15.
This strategy is actively managed. Holdings, weightings and allocations are subject to change daily. Companies are classified geographically according to their country of domicile. Geographical
distribution tables exclude any options on broad market indexes the portfolio may hold.

In regard to China, while we are encouraged by recent policy

Our team continues to identify investments in the Philippines,

changes, we are still mindful of the market’s volatility and believe

one of the faster growing emerging markets even prior to the

our focus on valuation will continue to serve us well. We remain

economic tailwind of falling commodity prices. Valuations are

positive on prospects for India. Falling energy prices have allowed

more expensive relative to some other emerging markets, but

the Reserve Bank of India to become more accommodative, while

we are finding bottom-up opportunities that we believe are

Prime Minister Modi has engendered optimism around economic

positioned to benefit from the Philippines economic growth

reforms.

potential. While we still find ample companies that meet our
criteria within Mexico, we are becoming more cautious as we

The representative portfolio information described in both charts above represents a representative account managed in the Emerging Economies strategy. Other clients’
portfolios may differ mainly due to individual restrictions and timing of purchases and sales. All portfolio positioning and sector information is for a representative portfolio.
Please see page five for additional information.
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move through the current election cycle. While structural reforms

themes related to mobility and connectivity, rising consumption,

and ties to the U.S. economy have provided tailwinds, we are

evolving health care systems and the need for modernized

mindful that the recent fall in oil prices may create budget

infrastructure. Each of these themes presents opportunities

pressures that will impact the consumer in 2016.

for companies in emerging market countries and multinational
companies.

From a sector perspective, the strategy is overweight toward
the information technology, consumer discretionary and health

Market fluctuations will likely continue, but moderate economic

care sectors while underweight to commodity-intensive areas

growth, improving capital accounts and robust secular trends

including energy and materials. Most positioning changes were

support our positioning. These mixed cross-currents should

relatively modest during the quarter. Among select positioning

result in greater selectivity and differentiation between country

changes, we reduced weight in financials, telecommunication

and region performance. We are seeing stronger company

services and materials because of company-specific factors. We

fundamentals and a growth tilt rewarded again in emerging

added to health care given opportunities in pharmaceuticals and

markets and we continue to see better prospects for commodity-

we rotated a modest weight from consumer discretionary to

consumer countries versus producers. Countries with burgeoning

consumer staples to reflect growth and valuation rationale. From

domestic demand and positive reform catalysts are also

a fundamental perspective, we own businesses with stronger

positioned to benefit. Ultimately, we believe a selective return

earnings growth, solid balance sheets and secular tailwinds

environment and many emerging market cross-currents will

including an expanding consumer class, rapid technological

benefit our active and risk-aware investment approach.

innovation and growing infrastructure.

Outlook
While we maintain high conviction in the long-term secular
growth themes related to emerging markets, we are taking a
selective approach to emerging economies in this environment.
Economic growth remains challenged in a number of countries,
with quality companies (that is, those with strong balance sheets
and sustainable growth) harder to come by.

We expect a divergence in the near-term prospects of emerging
market economies, due to lower commodity prices and different
structural reform trajectories. We have favored commodity
consumers as prices have fallen, in turn reducing inflationary
pressure and providing room for some countries to implement
accommodative monetary policy. We believe this orientation
continues to be appropriate. We continue to emphasize secular
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All portfolio positioning and sector information is for a representative portfolio. Please see page five for additional information.
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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.
The information portrayed is for the Calamos Emerging Economies 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
experienced 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.
Returns presented reflect the Calamos Emerging Economies Composite, which is an actively managed Composite investing in a
globally diversified portfolio of equity, convertible or debt securities, with at least 35% of constituent portfolio assets invested in
securities of issuers that are organized in emerging market countries. Investments in securities of developed market companies
are generally limited to those companies which derive 20% or more of assets or revenues from emerging market countries.
The composite was created December 1, 2010, calculated with an inception date of December 1, 2008 and includes all fully
discretionary, fee-paying accounts, including those no longer with the firm.
Investments in overseas markets pose special risks, including currency fluctuation and political risks, and the strategy is expected to
be more volatile than that of a U.S. only strategy. These risks are generally intensified for investments in emerging markets.
The MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed to measure equity market performance of emerging markets.
Unless otherwise noted, index returns reflect the reinvestment of income dividends and capital gains, if any, but do not reflect fees, brokerage commissions or other expenses of investing. Investors may not make direct investments into any index.
Fees include the investment advisory fee charged by Calamos Advisors LLC. Returns greater than 12 months are annualized. Chart Data
Sources: Mellon Analytical Solutions LLC and Calamos Advisors LLC.

Average annual total return measures net investment income and
capital gain or loss from portfolio investments as an annualized
average assuming reinvestment of dividends and capital gains
distributions.
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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