www.calamos.com

U.S. EQUITY THIRD QUARTER 2013 PERFORMANCE ATTRIBUTION & COMMENTARY

U.S. Mid Cap Growth Strategy

Market Overview

led to manufacturing gains. Readings from the ISM manufacturing

U.S. equities delivered solid gains during the quarter, with the

and services indices also indicate continued expansion. Yet, many

S&P 500 Index returning 5.24%. Growth stocks outperformed

investors remained guarded due to a slowdown in payroll growth,

the broad market, with the Russell Midcap Growth Index

rising mortgage rates, simmering geopolitical tensions and

returning 9.34%. As investors became more willing to embrace

gridlock in Washington.

the U.S. and global economic recoveries and the Fed signaled
tapering ahead, equity markets rotated from defensive stocks to
cyclical, and investors focused more on future growth and less on

Performance Review
During the quarter, sector allocation and security selection
contributed to outperformance. The portfolio benefited most

dividends.

from an overweight to and stock selection within the information
All sectors within the Russell Midcap Growth Index posted
positive returns during the quarter. In general, cyclical sectors
outperformed slower-growing and more defensive areas. Utilities
(albeit a small portion of the index), information technology,
health care and energy gained the most, while consumer staples,
telecommunication services and financials lagged. Utilities posted
a 13.64% return, while consumer staples rose 3.95%.

Economic data has been mixed but positive on balance. Initial
unemployment claims are at multi-year lows, housing values

technology sector. Security selection within health care and
consumer discretionary also contributed favorably. We have
maintained a pro-cyclical tilt, favoring sectors such as consumer
discretionary and information technology. Over recent months,
we have increased the portfolio’s allocation to consumer
discretionary, health care and energy, while paring industrials and
materials.

During the quarter, the areas that had the most significant impact
on performance were:

continue to rise, and the auto sector remains robust, which has

FIGURE 1. CALAMOS U.S. MID CAP GROWTH STRATEGY RETURNS
Calamos Mid Cap Growth Composite (gross of fees)

35%
30%

Calamos Mid Cap Growth Composite (net of fees)

Russell Midcap Growth Index

27.54

25%
20%
15%
10%

18.29

17.65

17.40

13.02 12.79

12.90

12.12

12.78

13.92
11.97

9.34

8.79

10.16

10.86

12.11
9.99

7.93

5%
0%

3Q 2013

1-YEAR

3-YEAR

5-YEAR

Source: Calamos Advisors LLC and Mellon Analytical Solutions LLC.

Past performance is no guarantee of future results.
Data as of 9/30/13.

All portfolio positioning and sector information is for a representative portfolio. Please see page four for additional information.
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FIGURE 2. REPRESENTATIVE PORTFOLIO PERFORMANCE VERSUS
RUSSELL MIDCAP GROWTH INDEX

the risks associated with a changing U.S. health care system and
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Past performance is no guarantee of future results.
Source: Calamos Advisors LLC
Data as of 9/30/13.

from performance. The portfolio had little to no exposure in
industries that performed well, including diversified chemicals,
diversified metals and mining, and steel.

Information Technology. The portfolio’s overweight allocation

Positioning

and strong stock selection contributed the most to performance

The portfolio reflects our constructive market outlook and

in the quarter. Among industry groups, holdings within

pro-cyclical stance. We continue to emphasize higher-growth

systems software and application software proved particularly

businesses, in sectors such as consumer discretionary, information

advantageous. We have maintained the portfolio’s overweight

technology, health care and industrials. We are focused on

to technology because we continue to find companies that offer

companies with strong growth fundamentals and increasing

reasonable valuations, strong and resilient balance sheets and

returns on invested capital that are selling at attractive valuations.

sustainable cash flows, as well as the opportunity to participate

While we expect moderate U.S. economic growth, we also expect

in secular themes in high-growth areas. More specifically, we are

spiking volatility within the global markets and therefore maintain

focusing on consumer-based information technology companies,

a strong focus on risk management.

including those within the Internet software and services
industry, that are meeting demands for enhanced mobility and

Among positioning changes during the quarter, we marginally

connectivity.

increased the portfolio weight in pro-cyclical investments. We
added to the consumer discretionary, health care and energy

2

Health Care. Stock selection benefited performance, with

sectors, focusing on businesses with sustainable competitive

noteworthy results from holdings in the pharmaceuticals and

advantages, strong revenue growth, and secular tailwinds fueled

health care technology industries. We have sought to take

by innovation and an expanding global consumer base. We are

advantage of growth opportunities based on new technologies

favoring U.S. companies that are in the best position to benefit

or product cycles, such as innovations in health care consumerism

from improving consumer balance sheets, a strong housing

and genome-based diagnostics. Meanwhile, we remain vigilant to

environment and innovative manufacturing processes.

All portfolio positioning and sector information is for a representative portfolio. Please see page four for additional information.
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FIGURE 3. SECTOR ALLOCATIONS VERSUS RUSSELL MIDCAP GROWTH INDEX
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Source: Calamos Advisors LLC. This strategy is actively managed. Holdings, weightings and allocations are subject to change daily. Sector
weightings exclude any government/sovereign bonds or options on broad market indexes the portfolio may hold.
Data as of 9/30/13.
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We reduced the portfolio’s allocation to the industrials sector

and expansionary manufacturing activity. In our view, the end

during the quarter. We sold select holdings within the electrical

of QE3 and the return to a more typical lending environment

components and equipment, construction and engineering, and

should be a positive for both the economy and equity markets.

industrial machinery industries, primarily due to eroding growth

Mixed economic data and ongoing policy uncertainty continue

characteristics and stock prices that had become fully valued.

to provide the wall of worry stemming outright optimism from

Overall, we sought to consolidate the portfolio’s allocation within

investors.

the sector. We pared the portfolio’s exposure to the materials
sector, after observing signs of weaker demand in certain

Equities remain attractively priced relative to bonds as well as

industries.

relative to their longer-term levels; growth stocks are especially
appealing. History has shown that during periods of rising interest

The portfolio’s largest allocations in absolute terms are in the

rates, cyclical sectors have outperformed defensive sectors, and

consumer discretionary and information technology sectors.

we are positioned accordingly. We are emphasizing companies

Relative to the Russell Midcap Growth Index, the portfolio’s

with strong fundamentals and improving growth prospects,

largest overweight allocation is to the information technology

particularly among consumer cyclicals, industrials, technology and

sector, and its largest underweight allocation is to materials.

financials.

Outlook
We continue to invest with an optimistic mindset and believe
the portfolio is positioned to capitalize on growth opportunities.
A resurgent U.S. housing market and financial market gains

We expect policy uncertainty and market fluctuations will
continue, but generally improving economic data, attractive
valuations and robust secular trends support our active and riskaware approach to accessing long-term opportunities.

are enhancing the wealth effect and boosting consumption.
Other positive forces in today’s economy include sustained
consumer confidence, low inflation, improved balance sheets

The representative portfolio information described in the chart above represents a representative account managed in the U.S. Mid Cap Growth 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 four for additional information.
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For a more detailed review of our macro thoughts, please read our
latest Global 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.
The information portrayed is for the Calamos Mid Cap Growth 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. The
information provided in this report should not be considered a recommendation to purchase or sell any particular security. There
is no 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 an account’s entire portfolio and in the
aggregate may represent only a small percentage of an account’s portfolio holdings.
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.
Returns presented reflect the Calamos Mid Cap Growth Composite which is an actively managed composite investing in
common stocks, primarily in high-growth industries and companies. Ordinarily, constituent portfolios are primarily invested
in equities of medium capitalization U.S. companies with market capitalizations between $1 billion and the capitalization of
the largest company in the Russell Midcap Growth Index at time of purchase. The Composite was created September 1, 2009
calculated with an inception date of February 1, 2003 and includes all fully discretionary, fee paying accounts including those no
longer with the Firm.
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 Russell Midcap Growth Index measures the performance of those Russell Midcap companies with higher price
to book ratios and higher-growth values.
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.
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.
Fees include the investment advisory fee charged by Calamos Advisors LLC. Returns greater than 12 months are annualized. All
returns are net of commission and other similar fees charged on securities transactions and include reinvestment of net realized
gains and interest. 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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