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Market Overview

timetable for interest rate increases, the Fed’s communications

Global markets surged in the second quarter as central banks

during the second quarter focused on the need to keep rates

continued to inject liquidity, which pushed interest rates

low for a long time. This consistent and transparent message

down. After a first quarter characterized by rotational markets

seemed to soothe investors.

resulting from heightened uncertainty about the economy,
While developed markets posted respectable gains, the

investors increasingly embraced the idea of a not-too-hot,

emerging markets led the way. As U.S. interest rates defied

not-too-cold economic scenario during the second quarter.

widespread expectations and declined, appetite for the

European equities advanced, supported by the core and

emerging markets grew as the carry trade returned to favor.

periphery economies alike. Markets cheered the European

The shadow of rising geopolitical tension in the Middle East

Central Bank’s commitment to bolstering the region’s still-

was offset by enthusiasm elsewhere, such as the election of

fragile growth through a raft of measures, including cutting

Prime Minister Narendra Modi in India, who ran on a platform

euro zone interest rates on ECB bank deposits to negative real

focused on economic development. Investor optimism about

levels.

emerging markets was broad-based, with rebounds that
Market participants took the weather-induced U.S. economic

extended to economies with weaker balance sheets, including

decline in stride, choosing to focus on better news elsewhere,

Brazil, Turkey and South Africa.

such as continued growth in payrolls, the sustained rebound
Global convertible issuance has also been robust and well

in auto sales, strength in manufacturing, brisk acquisition

diversified by sector. The first half of the year ended on a

activity, and all-time highs for corporate profit margins. Unlike

particularly strong note: June saw the second highest monthly

the first quarter, when Federal Reserve Chair Janet Yellen roiled

volume and highest level in terms of deals in the past six years,

the markets with unexpected comments about a potential
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within technology hardware, storage and peripherals

FIGURE 2. REPRESENTATIVE PORTFOLIO PERFORMANCE VERSUS
THE MSCI ACWI INDEX
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Consumer Discretionary. Security selection in consumer
discretionary added value. Specifically, selection within the
apparel, accessories and luxury goods industry enhanced
performance. Within the sector, we favor consumer
companies with solid growth fundamentals, clean balance

according to Barclays. In addition to small and mid-cap

sheets, and access to rising global consumption trends.

companies, first-time issuers have been well represented,
which suggests increased recognition of the merits of

Industrials. Security selection within industrials was the

issuing convertible securities.

leading detractor during the second quarter, as holdings
within the construction and engineering industry trailed

Strategy Performance Review
The strategy gained 4.09% in the second quarter and
the MSCI ACWI Index returned 5.23%, with the strategy

the benchmark. We remain constructive on the portfolio
holdings within this sector given longer term secular
themes benefitting the industry.

capturing 78% of the benchmark’s upside. As this is
a lower-volatility equity strategy, we are particularly

Energy. Security selection and an underweight position

concerned with managing downside risk and volatility while

within energy detracted value during the second quarter,

participating sufficiently in up-market environments. During

as security selection within the oil-and-gas equipment-and-

the quarter, the portfolio’s performance was largely driven

services industry trailed.

by positioning decisions and selection within information
technology and selection in consumer discretionary. The
areas that had the most significant impact on performance
included:

Geographic. While the portfolio’s country and regional
positioning largely results from our security selection
process, the investment team is cognizant of countryspecific macro risks and growth opportunities and factors

2

Information Technology. An overweight position

these into investment decision making. During the quarter,

and security selection within information technology

the portfolio benefited from selection within South Korea

contributed to relative returns during the quarter. Selection

and the United States as well as an overweight position

All portfolio positioning and sector information is for a representative portfolio. Please see page seven for additional information.
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to Taiwan. Selection and an overweight position to the

Given valuations, subdued volatility and our cautiously

Netherlands and selection and an underweight position within

optimistic views on global growth prospects, we are favoring

Canada detracted value.

investments within companies that provide strong upside
participation with more efficient risk/reward asymmetries.

The portfolio’s emerging markets exposure was roughly 15%
at the end of the quarter, a marginal increase over the previous
quarter-end. The weighting in emerging markets and selection
was a net positive for the quarter.

Positioning and Portfolio Changes
We believe that even in a bull market that has room to run, we
should guard against the market complacency that could give
way to short-term volatility. Accordingly, we are maintaining
well-balanced portfolios that emphasize both secular and
cyclical growth opportunities, while avoiding significant sector
concentration. While we believe the markets have entered a
growth regime, we are approaching the highest-growth names
with added caution and have sought to manage position sizes
by selling some of the highest P/E names into strength.
As we have done since the inception of the strategy, we
are positioning the portfolio with the goal of capturing
the majority of the equity market’s upside while seeking
to mitigate downside participation and volatility. As we
evaluate the macroeconomic backdrop and determine the most
attractive secular and cyclical opportunities to pursue, we pay
close attention to the active risk and market exposures in the
portfolio. As part of our capital structure research process, our
investment team evaluates global businesses holistically and
from an enterprise valuation framework. Within that context
we incorporate a number of factors when determining the
appropriate risk/reward for the strategy, both at a position
level and at an aggregate level.

The portfolio continues to have an approximately even split
between global equities and global convertibles. As equities
maintain strong performance, we investigate company
structures that offer compelling risk and reward characteristics
relative to their underlying common stocks.
Global convertibles – lead predominantly by the U.S.
convertible market – have performed very strongly, second to
equities in the first half 2014. While we believe convertibles
in general are still fairly valued, there are certainly sectors
where the risk/reward asymmetry no longer exists (or favors
convertibles) as the equity sensitivities (deltas) have risen to
high levels. This is particularly true within the investment
grade tier of U.S. convertibles where supply/demand
imbalances have resulted in excessive deltas. The investment
team continues to evaluate all convertible holdings to ensure
they are providing the attractive characteristics, alpha
generation and downside risk mitigation.
From a sector perspective, we increased the portfolio’s
allocation to the energy sector during the quarter. We have
sought to position the portfolio to benefit from long-term
global demand for oil and natural gas, as well as from the
U.S. energy renaissance and energy independence. Within the
sector, we believe the growth prospects are most attractive for
“upstream” exploration and production businesses, rather than
the large integrated oil companies and refiners. We marginally
decreased the portfolio’s allocation to the health care sector,
trimming select holdings due to bottom-up considerations and
valuations.
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FIGURE 3. SECTOR ALLOCATIONS VERSUS THE MSCI ACWI INDEX
			
			
REPRESENTATIVE
MSCI ACWI
SECTOR
PORTFOLIO %
INDEX

PORTFOLIO SECTOR
WEIGHTING CHANGE
SINCE 3/31/14
(PCT. POINTS)

UNDER/OVERWEIGHT %

Information Technology

28.5%

12.8%

0.5

Financials

16.1

21.3

-1.0

Consumer Discretionary

12.2

11.6

-0.1

Health Care

11.5

10.6

-1.4

Industrials

9.3

10.7

0.8

Energy

9.2

10.2

1.2

Consumer Staples

6.4

9.6

-0.5

Materials

4.0

6.0

0.4

-2.0

Telecommunication Services

1.5

3.8

0.1

-2.3

Utilities

1.3

3.4

0.0

15.7
-5.2
0.6
0.9
-1.4
-1.0
-3.2

-2.1

-20%

-10%

0%
10%
20%
Source: Calamos Advisors LLC.
Data as of 6/30/14.
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.

FIGURE 4. COUNTRY WEIGHTS VERSUS THE MSCI ACWI INDEX
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Data as of 6/30/14.
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.

The representative portfolio information described in both charts above represents a representative account managed in the Global Opportunities 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 seven for additional information.

Outlook

for continued steady expansion over these next few years.

We currently estimate 2014 global GDP growth in the 2.0%

We expect U.S. GDP growth to accelerate during the second

to 2.5% range. A global backdrop of low inflation and slow

half of 2014, as warmer weather, an improving job market,

economic growth should support accommodative monetary

and positive wealth effects support the housing market

policy, which would benefit equities and equity-sensitive

and consumer spending. We believe global outsourcing and

securities.

productivity enhancements can help support corporate profit
margins.

In our view, GDP growth for the U.S. will likely be in the 2.5%
to 3.0% range for the second half of year. We believe the U.S.
economy is in the middle innings of its recovery, positioned
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The recovery in Europe remains more muted than in the U.S.,

Growth stocks look reasonably inexpensive relative to non-

but it is a recovery nonetheless. Accommodative monetary

growth stocks, and we believe the markets have entered a

policy and a “whatever it takes” approach from the ECB should

growth regime. Since the 1970s, growth stocks have typically

be supportive to economic growth and risk assets, and spreads

led the market during the late stage of the business cycle,

have converged between the core and periphery. We believe

which we believe lies ahead of us. We expect interest rates

select segments of the European economy can also benefit

to begin rising in 2015, creating significant headwinds for

from an improving U.S. economy and stabilization within the

government bonds. Convertibles may provide welcome

emerging markets.

resilience to rate increases, along with the opportunity for
upside equity participation.

In Japan, the initial green shoots of Abenomics have surpassed
our expectations. For example, the Japanese economy has been

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

more resilient to the recent impact of the value-added tax than

our latest Economic Review and Outlook posted on www.

we had originally expected. Still, we are cautious: Despite the

calamos.com.

enthusiasm around Abenomics, and signs of inflation and GDP
growth that exceeded consensus expectations, lasting structural
reforms are in nascent stages. Significant challenges lie ahead,
such as curbing a substantial trade deficit. We expect additional
policy measures to be implemented later this year. Although
the stimulus undertaken by the Bank of Japan has been massive
so far, we believe Japan is still in the earlier stages of its
quantitative easing, and we expect another round of stimulus
that targets further asset inflation.
Our near-term outlook on the emerging markets is becoming
more optimistic and our long-term view remains positive.
Structural reforms are occurring, and many countries have
reduced their current account deficits and fiscal deficits. As the
current election cycle has progressed, uncertainties have been
reduced and the potential for reforms has increased.
We are confident the five-year bull market has considerable
upside remaining. The global economic recovery should
continue, fueled by low inflation and a “not-too-hot, not-toocold” economic environment. Central banks have flexibility to
delay interest rate increases until economic growth more firmly
takes hold.
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Past performance does not guarantee or indicate future results. 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. There is no guarantee that the
investment goals/objectives will be met. Indices are unmanaged and one cannot invest directly in an index.
The information portrayed is for Calamos Global Opportunities Composite and as such only relate to the representative portfolio shown.
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.
Performance returns presented reflect, unless otherwise noted the Calamos Global Opportunities Composite which is an actively managed
composite primarily investing in a globally diversified portfolio of equity, convertible and fixed-income securities, with equal emphasis on
capital appreciation and current income. The Composite was created February 16, 2006, calculated with an inception date of October 1,
1996 and includes all fully discretionary fee paying accounts of $500,000 or more, including those no longer with the Firm.
Country Return Statistics: Unless otherwise noted, country equity returns are based on the appropriate MSCI Index for the country listed.
The MSCI ACWI (All Country World Index) is a free float-adjusted market capitalization weighted index that is designed to measure
the equity market performance of developed and emerging markets. The index is calculated in both U.S. dollars and local currencies. 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 MSCI Europe Index is a free float-adjusted market capitalization weighted index that is designed to measure
the equity market performance of the developed markets in Europe. The MSCI Japan Index is a free float-adjusted market capitalization
weighted index that is designed to measure the equity market performance of the developed markets in Japan. The MSCI World Index is
a market capitalization weighted index composed of companies representative of the market structure of developed market countries in
North America, Europe, and the Asia/Pacific Region.
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.
The BofA Merrill Lynch Global 300 Convertible Index (VG00) is a global convertible index composed of companies representative of the
market structure of countries in North America, Europe and the Asia/Pacific region. The indexes are calculated in both U.S. dollars and local
currencies. The BofA Merrill Lynch All Investment Grade U.S. Convertibles Index (VXA1) is comprised of issues of U.S. investment-grade
convertible bonds and preferreds. The BofA Merrill Lynch All Speculative Grade U.S. Convertibles Index (VXA2) is comprised of U.S.
speculative grade convertible bonds and preferreds. Unmanaged index returns assume reinvestment of any and all distributions and, do not

reflect 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. Chart
Data Sources: 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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