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NOT FDIC INSURED | MAY LOSE VALUE | 
NO BANK GUARANTEE

Index and Morningstar category data shown reflects full month periods only. If share class inception date is on or before the 15th of the month, the index or category calculation 
inception date begins on the first day of that month. If share class inception date is after the 15th of the month, the index or category calculation inception date begins on the first 
day of the following month.
Performance data quoted represents past performance, which is no guarantee of future results. Current performance may be lower or higher than the performance quoted. The 
principal value and return of an investment will fluctuate so that your shares, when redeemed, may be worth more or less than their original cost. Performance reflected at NAV does 
not include the Fund’s maximum front-end sales load of 2.75%. Had it been included, the Fund’s return would have been lower. You can obtain performance data current to the most 
recent month end by visiting www.calamos.com.
Returns for periods greater than 12 months are annualized. Average annual return measures net investment income and capital gain or loss from portfolio investments as an annualized 
average, assuming reinvestment of income and capital gain distributions. In calculating net investment income, all applicable fees and expenses are deducted from the returns. 
The Fund also offers Class C and Class R6 shares, the performance of which may vary. 
Class I shares are offered primarily for direct investment by investors through certain tax-exempt retirement plans and by institutional clients, provided such plans or clients have assets of at 
least $1 million. For eligibility requirements and other available share classes see the prospectus and other Fund documents at www.calamos.com.
*The Morningstar Analyst RatingTM is not a credit or risk rating. It is a subjective evaluation performed by Morningstar’s manager research group, which consists of various Morningstar, Inc. 
subsidiaries (“Manager Research Group”). In the United States, that subsidiary is Morningstar Research Services LLC, which is registered with and governed by the US Securities and Exchange 
Commission. The Manager Research Group evaluates funds based on five key pillars, which are process, performance, people, parent, and price. The Manager Research Group uses this 
fivepillar evaluation to determine how they believe funds are likely to perform relative to a benchmark over the long term on a risk- adjusted basis.
The Analyst Rating scale is Gold, Silver, Bronze, Neutral, and Negative. For active funds, a Morningstar Analyst Rating of Gold, Silver, or Bronze reflects the Manager Research Group’s 
expectation that an active fund will be able to deliver positive alpha net of fees relative to the standard benchmark index assigned to the Morningstar category. The level of the rating relates 
to the level of expected positive net alpha relative to Morningstar category peers for active funds. For certain peer groups where standard benchmarking is not applicable, primarily peer 
groups of funds using alternative investment strategies, a Morningstar Analyst Rating of Gold, Silver, or Bronze reflects the Manager Research Group’s expectation that a fund will deliver a 
weighted pillar score above a predetermined threshold within its peer group. Analyst Ratings ultimately reflect the Manager Research Group’s overall assessment, are overseen by an Analyst 
Rating Committee, and are continuously monitored and re-evaluated at least every 14 months.

Market Neutral Income Fund 
Quarterly Commentary

Hedged Equity Performance Drivers
The relatively tight trading range of the S&P 500 Index during the quarter benefited the hedged equity side of the fund. Elevated call volatility has allowed 

us to generate more income from the options strategy while still realizing a significant degree of downside risk mitigation. Higher interest rates also flowed 

through to the hedged equity strategy in the form of higher call prices and lower put prices, making our collar strategy more attractive.

Equity Performance. Because the S&P 500 Index advanced 7.50% over the quarter, the fund’s equity sleeve increased with the market and supported the 

quarterly results.

Option Positioning. The hedged equity portfolio had a heavier-than-normal hedge, which meant having a higher percentage of long puts in the portfolio 

and a lighter net call write. This helped provide both a downside cushion for the strategy and an attractive runway to the upside as equities rallied.

Interest Rates. As interest rates moved higher, the hedged equity strategy benefited because calls are more valuable and puts less expensive. This allowed 

the portfolio to earn a wider spread on calls written versus long puts. Because we generally sell longer-dated calls and buy shorter-dated puts, we received 

higher premiums from the time-value differential of selling longer-duration calls and buying shorter-dated puts.

OVERVIEW
The fund combines two complementary strategies 
with different responses to volatility: arbitrage 
seeks alpha and uncorrelated returns, while hedged 
equity provides income from options writing and 
upside participation.

KEY FEATURES
 » Generates returns not dependent on interest  

 rates, breaking from traditional bond   
 strategies.

 » Employs an absolute-return strategy with  
 historically lower beta versus fixed income  
 and equity markets as well as lower volatility  
 and limited drawdowns.

 » As one of the first alternative mutual   
 funds, capitalizes on more than four decades  
 of experience in the convertible space.

A 
SHARES

C 
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I  
SHARES

R6  
SHARES

Ticker CVSIX CVSCX CMNIX CVSOX
Gross 
Expense Ratio 1.18% 1.93% 0.93% 0.88%

As of prospectus dated 3/1/23
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SINCE A SHARE 
INCEPTION (9/4/90)

SINCE I SHARE 
INCEPTION (5/10/00)

Calamos Market Neutral Income Fund
I shares – at NAV 3.13 3.13 0.09 4.34 3.21 3.47 N/A 4.28

A shares – at NAV 3.10 3.10 -0.17 4.09 2.95 3.22 5.78 N/A

A shares – Load adjusted 0.78 0.78 -2.40 3.30 2.48 2.72 5.62 N/A

Bloomberg US Government/Credit Bond Index 3.17 3.17 -4.81 -2.63 1.16 1.50 5.27 4.16

Bloomberg Short Treasury 1-3 Month Index 1.10 1.10 2.60 0.91 1.38 0.84 2.55 1.54

Morningstar Relative Value Arbitrage Category 1.69 1.69 -1.04 6.08 4.02 3.09 N/A 3.42

MORNINGSTAR OVERALL RATING™†  
As of April 30, 2021, Morningstar assigned 
Calamos Market Neutral Income Fund to a new 
category, Relative Value Arbitrage. This category 
is not assigned a star rating by Morningstar due 
to its small peer set.

The Morningstar Bronze Rating* is a forward-
looking qualitative analyst rating based on 
an evaluation of five key factors—process, 
performance, people, parent and price—that 
the analysts believe “lead to funds that are more 
likely to outperform over the long term on a risk-
adjusted basis.”



2Past performance does not guarantee future results. Please see additional disclosures on last page.
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Volatility. The Cboe Volatility Index or VIX declined to 18.70 from 21.67 at the beginning of the quarter. 

When viewed in isolation, declining volatility meant option contracts lost value given their lower chances 

of reaching a strike price. Although we might generally expect this to lead to less premium capture, rising 

interest rates offset much of this volatility effect, which made option contracts more valuable.

Option Skew. Option skew widened during the quarter. The Credit Suisse Fear Barometer (CSFB) 

provides a statistic that is useful for evaluating option skew. A higher index value means more skew is 

evident in the options market. The CSFB finished the quarter at 19.30, above where it started at 12.83, 

although below its long-term average of 21.51. Widening skew has made the use of call and put spreads 

more lucrative, and we have found it beneficial to utilize these spreads given the elevated volatility 

mentioned earlier.

Arbitrage Performance Drivers

Convertible Arbitrage
Convertible arbitrage returns have historically been linked to overnight money. This is partly because 

the rebate in our short positions is directly indexed to the federal funds rate or an equivalent rate. 

The rise in the federal funds rate by 500 basis points moves our forward-looking expected return in 

convertible arbitrage up by a like amount. The better forward-looking return profile combined with the 

improvement in new convertible issuance supports our intention to continue increasing the convertible 

arbitrage allocation.

Interest Rate Environment. The US Federal Reserve raised its overnight fed funds rate target by 25 basis 

points twice during the quarter from 4.5% to 5.0%. This move in short-term rates had little impact on 

longer-term rates as the yield of the 10-year US Treasury bond declined from 3.88% at the beginning of 

the quarter to 3.48% at the quarter end. Global high yield option-adjusted credit spreads widened by 

24 basis points quarter over quarter to 513 basis points over government securities. To sum things up, 

convertible arbitrage is benefiting from higher coupons on new convertible issues and overnight money 

received from short stock proceeds.

Convertible Valuations. Convertible valuations richened during the quarter. The theoretical value of a 

convertible can be determined by the sum of its bond and option components. US Convertibles began 

the quarter trading at an average 1.12% discount to this theoretical value and ended at a 0.09% discount, 

according to ICE BofA. Richening convertible valuations supported the long convertible bond value.

Volatility. As previously discussed, the market saw declining market volatility during the quarter. 

Declining volatility is generally a headwind to convertible arbitrage because it reduces trade rebalance 

opportunities. The significant drawdown of the equity market in 2022 led to a convertible market that 

is more bond-like with less gamma opportunity. At the same time, these more bond-like securities can 

offer attractive yield-to-maturity opportunities. 

New Convertible Issuance. Although convertible issuance was tepid in 2022, it picked up in the 

first quarter as companies brought $19.7 billion to market globally. US issuance totaled $12.9 billion; 

Europe raised $4.7 billion; Asia launched $1.8 billion, and Japan accounted for $0.3 billion. These new 

convertible issues are being brought to market with terms that include higher coupons and lower 

conversion premiums, which present attractive opportunities in our view.

Special Purpose Acquisition Company (SPAC) Arbitrage
The allocation to SPAC arbitrage has been reduced as existing SPACs reach their expiration dates, and 

new SPAC issuance has waned.

During the first quarter, just 11 SPACs priced IPOs with a market value of $0.9. Recent market volatility 

and concerns about the potential for increased SPAC regulations continued to hinder IPO activity. 

There are 52 SPACs that have filed registration statements, which represents $6.2 billion in potential 

opportunity should these registered issues initiate IPOs in the future. (Source: SPACAnalytics.com). 

The trend of slowing SPAC issuance, fewer deal announcements and increased redemptions point to 

a shrinking SPAC market. We are using SPAC arbitrage opportunistically and still see value in a positive 

yield to expiration in our SPAC arbitrage portfolio. Additionally, as overnight interest rates have moved 

higher, our SPACs’ cash in trust is earning an attractive yield.

» As short interest rates moved higher, so did the interest earned on the cash in trust in the portfolio.

» The bulk of the SPACs in the fund’s portfolio were purchased at or below the $10 IPO price.

» The price of 90% of the SPAC portfolio holdings is below $10.50.

» The SPAC holdings are well diversified with 157 SPACs held (reduced from 203 SPACs held on  

 December 31, 2022).

Alpha is the measurement of performance on a risk adjusted basis. A positive alpha shows that performance of a portfolio was higher than expected given the risk. A negative alpha shows that the performance was less than expected given the risk. Gamma is 
the rate of change of an option’s delta with respect to the change in price of an underlying asset. Higher gamma indicates higher price volatility for the option. Volatility Skew is the difference in implied volatility between out-of-the-money options, at-the-money 
options, and in-the-money options. Volatility skew, which is affected by sentiment and the supply and demand relationship, provides information that helps fund managers determine whether to write calls or puts. In the Money means that a call option’s strike price 
is below the market price of the underlying asset or that the strike price of a put option is above the market price of the underlying asset. Out of the Money describes a call option with a strike price that is higher than the market price of the underlying asset, or a put 
option with a strike price that is lower than the market price of the underlying asset.
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Merger Arbitrage
We expect merger arbitrage to provide a lower volatility/lower correlation to equity markets with a high 

probability of a positive return over long time horizons in most market environments. The merger arbitrage 

holdings provide a complementary risk profile to the fund, with a beta to S&P 500 landing somewhere 

between the convertible arbitrage and hedged equity strategies. The current merger arbitrage holdings 

consist of 25 long equities and convertibles (five fewer than December 31, 2022).

Positioning
We actively manage allocations to the strategies based on our view of market conditions and relative 

opportunities. The fund’s current allocation is 55% to the arbitrage strategy and 45% to the hedged equity 

strategy. At the start of the year, the fund’s allocation was 51% to the arbitrage strategy and 49% to the 

hedged equity strategy. 

Within the arbitrage strategy, we have the flexibility to utilize the three different strategies, including 

convertible arbitrage, merger arbitrage and special purpose acquisition company arbitrage. We continue 

to prefer the opportunity in convertible arbitrage, and the fund’s allocation to convertible arbitrage grew 

from 39% at the start of the quarter to 45% by quarter end. We expect to continue adding to convertible 

arbitrage, particularly if we see the attractive new convertible issuance that we anticipate.

Convertible arbitrage returns have historically been correlated with overnight rates, so a principal driver 

for growing convertible arbitrage is heightened return expectations on the back of the rise in overnight 

interest rates This is partly because of the direct link between the rebate the fund receives on its short stock 

positions and the fed funds rate. Although returns don’t necessarily go up tick-for-tick with rates, we expect 

a meaningful tailwind in 2023 and beyond.

Outlook
The market continues to see volatility stemming from investor concerns about ongoing inflation, rising 

interest rates, deposit risk in the banking sector, the perception of the Federal Reserve’s ability to execute 

a soft landing and the prospects for recession. Elevated volatility creates opportunities for the Fund to 

rebalance its hedges, which may create value for investors. 

The fund continues to demonstrate its value in asset allocation by providing a bond-like return with bond-

like standard deviation without completely embracing bond-like risk exposures. Although the Calamos 

Market Neutral Income Fund has done well in rising-interest-rate environments, it doesn’t need rising rates 

to provide relative value. Because rising interest rates have increased nominal yields in the bond market and 

made bonds look more attractive to investors, it should be noted that rising interest rates also support the 

Calamos Market Neutral Income Fund’s total return. Higher interest rates should be expected to provide 

higher coupons on newly issued convertibles, a higher short-interest rebate, higher potential option 

premium capture, and a higher yield on the cash in trust portion of the SPACs used in the SPAC  

arbitrage strategy. 
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Term Definitions
Convertible Arbitrage involves buying convertible bonds 
and short selling their underlying equities to attempt to 
hedge against equity risk, while still providing the potential 
for upside returns. A Covered Call Writing strategy begins 
with a portfolio of stocks, most of which pay dividends. 
(Stock provisions include securities convertible into the 
underlying stocks.) We then write (sell) calls and buy puts 
against a portion of this basket. A call option gives the 
buyer the right to purchase stocks at a predetermined strike 
price. If these securities rise above the strike price, the buyer 
may exercise the option and the fund (seller) must pay the 
buyer the difference as determined by the option contract. 
By writing calls on securities held in the portfolio, the fund 
can generate income from option premiums. A put option 
gives the purchaser the right to sell a security to the writer 
at a predetermined price. Put options rise in value as the 
underlying securities decline in value. Through put options, 
the fund seeks to offset some of the risk of a potential 
decline in a portfolio holding.
Index Definitions
The Bloomberg US Government/Credit Bond Index 
comprises long-term government and investment-grade 
corporate debt securities and is generally considered 
representative of the performance of the broad US bond 
market. Unlike convertible bonds, US Treasury bills are 
backed by the full faith and credit of the US government and 
offer a guarantee as to the timely repayment of principal and 
interest. The ICE BofA All US Convertibles Index (VXA0) is 
comprised of approximately 700 issues of only convertible 
bonds and preferreds of all qualities and measures the return 
of all US convertibles. Source ICE Data Indices,LLC, used 
with permission. ICE permits use of the ICE BofA indices 
and related data on an ‘as is’ basis, makes no warranties 
regarding same, does not guarantee the suitability, quality, 
accuracy, timeliness, and/or completeness of the ICE BofA 
Indices or data included in, related to, or derived therefrom, 
assumes no liability in connection with the use of the 
foregoing and does not sponsor, endorse or recommend 
Calamos Advisors LLC or any of its products or services.

The Cboe Volatility Index or VIX (based on its CBOE ticker 
symbol) shows the market’s expectation of 30-day volatility. 
It is constructed using the implied volatilities of a wide range 
of S&P 500 Index options.
The Bloomberg Short Treasury 1-3 Month Index is generally 
considered representative of the performance of shortterm 
money market investments and is provided to show how the 
Fund’s performance compares to public obligations of the US 
Treasury with maturities of 1-3 months. The Credit Suisse 
Fear Barometer essentially tracks the willingness of investors 
to pay up for downside protection with collar trades on the 
S&P 500 Index. The Morningstar Relative Value Arbitrage 
Category is comprised of funds that seek out pricing 
discrepancies between pairs or combinations of securities 
regardless of asset class. The S&P 500 Index is generally 
considered representative of the US stock market.
Unmanaged index returns assume reinvestment of any and 
all distributions and, unlike fund returns, do not reflect fees, 
expenses or sales charges. Investors cannot invest directly 
in an index.  
Additional Information
Past performance does not indicate future results. No 
investment strategy or objective is guaranteed and a client’s 
account value can fluctuate over time and be worth more or 
less that the original investment. 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.
Important Risk Information 
An investment in the Fund(s) is subject to risks, and you 
could lose money on your investment in the Fund(s). There 
can be no assurance that the Fund(s) will achieve its 
investment objective. Your investment in the Fund is not a 
deposit in a bank and is not insured or guaranteed by the 
Federal Deposit Insurance Corporation (FDIC) or any other 
government agency. The risks associated with an investment 
in the Fund(s) can increase during times of significant market 

volatility. The Fund(s) also has specific principal risks, which 
are described below. More detailed information regarding 
these risks can be found in the Fund’s prospectus. 
The principal risks of investing in the Market Neutral Income 
Fund include: equity securities risk consisting of market prices 
declining in general, convertible securities risk consisting 
of interest rate risk and credit risk, synthetic convertible 
instruments risk, convertible hedging risk, covered call 
writing risk, options risk, short sale risk, interest rate risk, 
credit risk, high-yield risk, liquidity risk, portfolio selection 
risk, and portfolio turnover risk.In addition, emerging 
markets may present additional risk due to potential for 
greater economic and political instability in less developed 
countries. 
Covered Call Writing Risk: As the writer of a covered call 
option on a security, the fund foregoes, during the option’s 
life, the opportunity to profit from increases in the market 
value of the security, covering the call option above the sum 
of the premium and the exercise price of the call. Convertible 
Securities Risk: The value of a convertible security is 
influenced by changes in interest rates, with investment 
value declining as interest rates increase and increasing as 
interest rates decline. The credit standing of the issuer and 
other factors also may have an effect on the convertible 
security’s investment value. Convertible Hedging Risk: If 
the market price of the underlying common stock increases 
above the conversion price on a convertible security, the 
price of the convertible security will increase. The fund’s 
increased liability on any outstanding short position would, 
in whole or in part, reduce this gain. 
Before investing carefully consider the fund’s 
investment objectives, risks, charges and expenses. 
Please see the prospectus and summary prospectus 
containing this and other information which can 
be obtained by calling 1-800-582-6959. Read it 
carefully before investing.


