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Emerging Market Equity Strategy

Market Overview

We are emphasizing a blend of cyclical and secular growth

Despite greater conviction that global economic growth was

opportunities. As the markets have rotated, we continue to find a

improving and overwhelmingly accommodative global monetary

breadth of choices at good valuations, including among lower-

policy, markets were choppy and rotational during the quarter,

beta industries. Many countries have made meaningful progress

with increasing volatility. Investor anxiety initially centered on

in reforms. Others have pivotal elections this year, potentially

emerging markets, notably Turkey, Argentina, Russia and South

opening the door to better economic and investment prospects.

Africa, as the tapering in the U.S. caused foreign exchange

Against this backdrop, we’ve found opportunities in Mexico,

reserves to dwindle, forcing a number of central banks to raise

the Philippines, Taiwan, Indonesia and South Korea. In countries

rates to support their currencies even as their fragile economies

where key reforms are in more nascent stages, such as India,

were coming under pressure.

Indonesia, and Thailand, we are taking a more selective approach
to our exposures, while also seeking to take advantage of market

Concerns about the health of the Chinese economy were

pullbacks.

exacerbated by unknowns in China’s monolithic shadow banking
system, as the government broke with precedent and allowed
for defaults. Later in the quarter, political risk took center stage
as mounting tensions in Ukraine further spooked investors and
reduced the appetite for emerging market risk.

Performance Review
We believe the market is benefiting active, research-driven
investors, and going forward we do not expect that the rising
tide of the equity markets will lift all boats, making an active
investment approach critical.

FIGURE 1. CALAMOS EMERGING MARKET EQUITY STRATEGY RETURNS
Calamos Emerging Market Equity Composite (gross of fees)
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Source: Calamos Advisors LLC and Mellon Analytical Solutions LLC.

Past performance is no guarantee of future results.
Data as of 3/31/14.

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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Positioning

Past performance is no guarantee of future results.

We are positioning the strategy to reflect our cautiously optimistic

Source: Calamos Advisors LLC
Data as of 3/31/14.

market outlook. While we expect moderate global growth will

During the quarter, the areas that impacted performance were:

continue, we also expect episodes of heightened volatility within
global and emerging markets and believe these will present

Information Technology. An overweight position contributed

investment opportunities.

the most value. Technology, the strongest performer in emerging
markets for the quarter, reflects high growth rates, solid balance

The strategy’s largest overweights are in information technology,

sheets and strong underlying demand trends. We continue to

consumer discretionary, and health care, reflecting our view of

hold a positive view in the sector and expect global and emerging

attractive secular growth opportunities in these areas. We focus

market businesses to benefit from secular growth themes,

on businesses with strong revenue growth and balance sheets,

including productivity enhancement, enhanced mobility and

and secular tailwinds fueled by an expanding consumer class,

connectivity, and demand for information and entertainment.

rapid technological innovation and growing health care systems
in emerging economies. The strategy’s largest underweights

Materials. Relative selection and an underweight position also

are in financials and energy, areas with a larger presence of

added value. Specifically, holdings in the steel and construction-

state-owned enterprises and more reflective of the export-

materials industries outperformed. We are favoring emerging

led, natural resource-based growth models of the past. With

market companies with diversified, global revenues and those

respect to geographic positioning, we have a favorable outlook

that are well-positioned to access demand for infrastructure and

on opportunities in Taiwan, Mexico, China, South Korea, the

real estate development.

Philippines and South Africa, among other markets.

Consumer Discretionary. We are emphasizing companies
with high growth fundamentals, solid balance sheets, a global
footprint and access to rising consumption trends in emerging

2

Outlook
The emerging markets are the most significant wild card in
our global outlook. The good news is that as the emerging

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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Source: Calamos Advisors LLC.
Data as of 3/31/14.
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.

FIGURE 4. COUNTRY WEIGHTS VERSUS THE MSCI EMERGING MARKETS INDEX*
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Source: Calamos Advisors LLC
*Excludes cash weighting. Companies are classified geographically according to their country of domicile.
Data as of 3/31/14.
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.

markets have matured, they are moving less in lockstep. Debts

Among the major economies, China appears to be charting a

denominated in local currency (versus the high level of U.S. dollar-

course toward a soft landing, as evidenced by first quarter GDP

denominated debts in the 1990s), greater levels of economic

growth of 7.4%. The dominance of state-owned infrastructure

diversification, and different reform trajectories all reduce the

projects within the economy is shifting to more consumer- and

risk of event-driven contagion. We are also seeing promising

export-driven activity, and the government seems to be taking

economic development trends in smaller economies, such as

very deliberate steps to slowly deflate, rather than pop, the

Mexico and the Philippines.

country’s credit bubble. The decision to allow a handful of trusts
to default has allowed for market liquidity, while telegraphing

The representative portfolio information described in both charts above represents a representative account managed in the Emerging Market Equity 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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risks to investors. Targeted stimulus measures may also help

emphasize secular themes related to mobility and connectivity,

keep growth on keel. We’re also encouraged by regulatory

rising consumption trends in both mass and luxury segments,

changes that allow state-owned insurance companies to

and evolving health care systems and related opportunities for

increase their participation in the credit markets, providing

both local and multinational companies. We also favor companies

another source of liquidity.

serving the infrastructure build-out, as well as those able to
deliver productivity gains across industries. We expect policy

In regard to the rest of the BRICs, India seems to be in far better

uncertainty and market fluctuations will continue, but reasonably

shape than Brazil or Russia. Members of our team recently

strong economic data, improving capital flows, attractive

visited India, and their meetings affirmed their conviction that

valuations and robust secular trends support our positioning.

the country may be poised for a turnaround story over the next

These mixed cross-currents should result in greater selectivity

few years. So far, it has benefited by successfully engineering a

and differentiation between country and region performance.

weakening of its currency and by cutting government spending.

Ultimately, we believe the market skepticism and adjustment

Elections are underway, with predictions that the incoming

in emerging economies will benefit our active and risk-aware

government will be pro-growth and anti-corruption. The

investment approach.

problems in Brazil are more intractable, including a highly levered
consumer, inflation that has failed to respond to nine interest rate

For a more detailed review of our macro thoughts, please read our

increases, and declining growth. Meanwhile, the sanctions and

latest Economic Review and Outlook at www.calamos.com.

conflict resulting from Russia’s move into Crimea may well push
Russia into recession.

We’ve found a range of attractive Chinese investments, including
“New China” companies (those that benefit from the opening
of the country’s economy and markets). In Brazil, we have added
more defensive positions, including consumer staples. We also
have identified pockets of secular growth potential, such as
companies positioned to benefit from government efforts to
incent people to pursue higher education. In India, we’ve found
opportunities in financials, consumer goods, and health care—
again reflecting the dual focus on cyclical and secular attributes.

In our view, emerging market valuations are highly attractive
relative to developed markets and earnings growth should
exceed lowered expectations. Global corporate balance sheets
have significant flexibility and should give rise to increased
capital expenditures. Within emerging markets, we continue to
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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.
For Institutional Use Only
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.
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.
All returns are net of commission and other similar fees charged on securities transactions and include reinvestment of net realized gains and
interest.
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 results portrayed on the preceding pages are for the Calamos Emerging Market Equity 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 Calamos Emerging Market Equity Composite is an actively managed composite investing predominantly in common stocks of emerging
market domiciled companies. Under normal market conditions, portfolios in the strategy will invest at least 80% of net assets in equity issuers whose principle activities are in a developing market or economically tied to a developing market country. The Composite was created
December 1, 2013 calculated with an inception date of December 1, 2013 and includes all fully discretionary fee paying accounts, including
those no longer with the Firm.
Fees include the investment advisory fee charge by Calamos Advisors LLC. Returns greater than 12 months are annualized. Chart Data
Sources: Mellon Analytical Solutions, LLC and Calamos Advisors LLC.
The MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed to measure equity market performance of emerging markets. The index is calculated without dividends, with net or with gross dividends reinvested, in both US dollars and
local currencies. 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.

The information in this report should not be considered a recommendation to purchase or sell any particular security. There is not
assurance that any securities discussed herein will remain in an
account’s portfolio at the time you receive this report or that securities sold have not been repurchased. The securities discussed do
not represent the account’s entire portfolio and in the aggregate
may represent only a small percentage of an account’s portfolio
holdings.
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

Calamos Advisors LLC
2020 Calamos Court | Naperville, IL 60563-2787
800.582.6959 | www.calamos.com/institutional
© 2014 Calamos Investments LLC. All Rights Reserved.
Calamos® and Calamos Investments® are registered trademarks of
Calamos Investments LLC.
137 0314Q II

