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Emerging Market Equity Strategy

Market Overview

increased the benchmark interest rate to an 11-year high to restore

The MSCI Emerging Markets Index returned -4.44% for the quarter

confidence in the ruble, which slumped 46% in 2014. In fact, the

but returns varied widely by country, reflecting divergent economic

Bank of Russia raised its key rate six times in 2014 and spent about

trends. Emerging markets sold off later in the period, in particular,

a fifth of its international reserves to defend the ruble. India was the

amid concerns over slowing growth, a stronger U.S. dollar, and

top-performing market among the BRICs during 2014 but some

persistent geopolitical tension.

optimism over Prime Minister Narendra Modi’s new leadership might
be fading as the fourth quarter was sluggish. Exports have softened

Chinese equities generated strong gains in the fourth quarter,

recently and auto sales have fallen for the past two months, but the

capping a year of impressive gains. Expectations of increased policy

economy also stands to benefit significantly as a large net importer

stimulus, high retail investor demand and the impact of the China-

of oil.

Hong Kong exchange connect drove prices. From an economic

Performance Review

perspective, weaker data on consumer spending and factory activity

The strategy outperformed the benchmark index in the quarter due

tested investors. Employment weakened for the 14th straight month,

to a combination of factors including sector and country positioning.

although the pace of deceleration slowed. Given these challenges,

The areas that had the most significant impact on performance were:

China stepped up targeted monetary and fiscal stimulus as the
central bank unexpectedly cut interest rates in late November for the

Consumer Discretionary. Stronger security selection and an

first time in more than two years to support economic growth.

overweight position in the consumer discretionary sector added the
most value to strategy performance. Specifically, strategy holdings

Falling oil prices roiled oil-producing countries such as Russia and

in the cable and satellite industry outperformed. We have an

Brazil, and both markets experienced steep equity declines in

overweight position in the sector and own companies with strong

the quarter. Russia injected $87 billion from foreign reserves and

growth fundamentals well-positioned to access rising emerging
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Past performance is no guarantee of future results.
Data as of 12/31/14.

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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sector, in particular holdings in food retail, hindered performance.
DETRACTORS

CONTRIBUTORS

Information Technology
Consumer Discretionary

41

Financials

We continue to position the strategy to reflect an optimistic market

38

Materials

outlook, overall, but also our view that markets will be volatile and

29

Industrials

selectivity is critical. Within our top-down framework, we favor

24

Energy

countries positioned to benefit from secular tailwinds, such as China,

22

Telecom Services

0

Utilities

Mexico, Indonesia, India and the Philippines. In regard to China, we

-4

Consumer Staples
Health Care

Positioning

63

continue to seek ways to capitalize on the country’s shift toward a

-6

greater emphasis on consumption and services.

-16

-20

-10

0

10

20

30

40

50

60

70

80

BASIS POINTS
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.

From a sector perspective, the strategy is overweight toward

Past performance is no guarantee of future results.

technology and consumer discretionary, while underweight

Source: Calamos Advisors LLC
Data as of 12/31/14.

commodity-intensive areas including energy and materials, in

market consumption. Recent holdings within the sector span a

addition to lower weight in utilities and telecom. Among select

number of industries including autos, cable and satellite, education

positioning changes during the quarter, we added significant weight

services, and apparel and luxury goods.

in financials, diversified banks industry in particular, due to reform
initiatives and bottom-up rationale. We reduced the weight in energy

Information Technology. The strategy’s overweight position and

reflecting weaker fundamentals and the impacts of plummeting

strong relative security selection in information also added value

oil prices. From a fundamental perspective, we own businesses

in the period. Holdings in the semiconductors industry performed

with stronger earnings growth, solid balance sheets and secular

well in particular. We are overweight technology due to attractive

tailwinds including an expanding consumer class, rapid technological

fundamentals, including strong earnings growth and cash flow

innovation, and growing infrastructure.

characteristics, and believe current holdings are well-positioned
to benefit from higher global capital spending, productivity

The strategy’s country exposure is positioned toward commodity-

enhancement, and innovation in mobility and connectivity in

consumer emerging markets, high-value exporters, and economies

emerging markets.

benefiting from positive structural reforms. We continue to have
a favorable outlook on opportunities in Mexico, China, India,

2

Health Care. The strategy’s relative security selection in health

Indonesia, and the Philippines. The strategy is underweight

care detracted value, while the overweight allocation contributed

commodity-producing economies and those facing structural

positively. Holdings in the pharmaceutical industry trailed those in

headwinds including Russia, most significantly. New positions

the index. We are emphasizing investment in companies in the sector

in the strategy are primarily bottom-up focused, but we added

due to their innovation profile, higher return on invested capital

more significant weight to holdings in China and India due to a

characteristics, and long-term growth potential within the emerging

combination of positive reform initiatives and security-specific

economies.

catalysts.

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 12/31/14.
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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PORTFOLIO COUNTRY
WEIGHTING CHANGE
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(PCT. POINTS)
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3.3

India

9.7

7.1

1.4
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Source: Calamos Advisors LLC
*Excludes cash weighting. Companies are classified geographically according to their country of domicile.
Data as of 12/31/14.
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.

2014 Review

enterprises led the rally in the emerging-market equities, whereas the

Through the entire year, the strategy’s performance benefited from

strategy emphasized higher-growth companies that reflect our long-

sector and country allocation decisions, but these were offset by

term investment approach.

weaker relative security selection. Because of concerns relating to
slowing economic growth, a stronger U.S. dollar and geopolitical

The strategy’s overweight position and strong relative security

tension, emerging market equities modestly lagged the higher

selection in information technology contributed the most to strategy

returns of developed market indexes during the period. During the

performance. Holdings in the semiconductors and semiconductor

year, emerging markets had considerably choppy returns. From

equipment industries performed particularly well.

March through August, slower-growth, value-oriented state-owned
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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An underweight position and better relative selection within

Outlook

materials also contributed to performance. Specifically, a lower

In the emerging markets, we expect continued divergence in

weight and better selection in the steel industry contributed

economic fortunes as commodity prices fall and we enter the

positively. We held a lower weight in materials based on our view

Fourth year of what will likely be a multi-year cyclical strong-dollar

that producers will likely continue experiencing the pain of low global

environment. Against the backdrop of weak commodity prices,

inflation and weak commodity price trends. Alternatively, we prefer

countries such as Russia, Brazil and Malaysia will likely face stiffer

to invest in areas with stronger growth fundamentals. For example,

headwinds versus India and China. We continue to view China’s

we are favoring select companies well positioned to tap into demand

recent stimulus efforts as being in-line with its longer-term strategy

for infrastructure development.

to move demand to the private sector with a focus on services and
consumption.

Selection in and an overweight to consumer discretionary hindered
relative performance. Specifically, holdings in the casinos-and-

Market fluctuations will likely continue, but moderate economic

gaming and automobile industries underperformed. We have a high

growth, improving capital accounts, and robust secular trends

level of confidence regarding our overweight position in the sector

support our positioning. These mixed cross-currents should result

and own companies that possess strong growth fundamentals to

in greater selectivity and differentiation between country and

best access rising emerging-market consumption. Recent holdings

region performance. We have begun to see stronger fundamentals

within the sector span a number of industries including autos, cable

and a growth tilt be rewarded again in emerging markets and we

and satellite, education services, and apparel and luxury goods.

see better prospects for commodity-consumer countries versus
commodity producers. Ultimately, we believe a selective return

Selection in consumer staples also proved disadvantageous during

environment and many emerging market cross-currents will benefit

the period. Specifically, holdings in the packaged foods industry

our active and risk-aware investment approach.

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