www.calamos.com/institutional

CONVERTIBLE FIRST QUARTER 2016 PERFORMANCE ATTRIBUTION & COMMENTARY

Global Convertible Strategy
Market Overview

renewed commitment to bolster sluggish growth, global economic data

The global convertible market provided some relative resilience

showed improvement, and oil prices recovered from recent lows.

during the volatile first quarter, as the BofA Merrill Lynch Global 300
U.S. equities experienced broad declines in the first half of the quarter

Convertible Index (G300) returned 0.37%. U.S. convertibles relatively
underperformed, losing 1.56% versus the 4.77% loss in their underlying

before rallying in the final six weeks of the period. At its most recent
policy meeting, the Federal Reserve lowered its forecast for interest rate

equities. European convertibles returned 0.89% during the quarter
versus a 0.43% decline in their underlying equities. Japanese convertibles

hikes from four to two during 2016, which is more in-line with market
views. With respect to economic data, personal income and consumer

outperformed other regions, returning 6.50% versus 2.22% in the like

spending gained and housing saw modest growth. European shares

equities as gains were driven largely by the appreciation in the yen.

underperformed during the period. Markets experienced heightened
Emerging market convertibles performed well, returning 3.61% in the

volatility, especially during the year’s first two months, as investors

quarter versus 8.48% in their underlying equities. Globally, investment

considered the scope of further stimulus actions by the European Central

grade convertibles returned 1.62%, finishing ahead of the 0.02% loss in

Bank, the prospect of a British exit from the euro zone, and the health

below-investment grade issues. New convertible issuance was modest in

of the region’s banking sector. The European Central Bank announced

the quarter, totaling $15.7 billion globally. This figure reflects both higher

a series of key policy actions at its March meeting. Most notably, these

market volatility and continued ultra-low interest rates in many

included further cutting negative deposit rates, expanding the magnitude

key economies.

and scope of quantitative easing purchases, and introducing new longterm refinancing operations.

Global equities experienced a volatile first quarter yet finished with flat
returns. Equities rallied higher in March after steep losses earlier in the

Asian stocks also finished lower in the quarter. Investors continued to

year brought on by concerns relating to slow global growth, depressed

grapple with the Bank of Japan’s decision in late January to cut interest

commodity prices, and uncertainty over monetary policy. More recently,

rates into negative territory in an effort to stimulate its economy and

markets responded positively as the world’s major central banks signaled

make progress toward inflation targets. More recently, the central bank
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All portfolio positioning and sector information is for a representative portfolio. Please see last page for additional information.
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FIGURE 2. REPRESENTATIVE PORTFOLIO PERFORMANCE VERSUS THE BofA MERRILL
LYNCH GLOBAL 300 CONVERTIBLE INDEX
FIRST QUARTER 2016
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The portfolio benefited from its relatively higher credit quality positioning.
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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.

Past performance is no guarantee of future results.
Source: Calamos Advisors LLC
Data as of 3/31/16.

reduced its economic forecast for full year growth and inflation targets
but maintained monetary stimulus and negative interest rates.

the convertible market, which we believe enables us to protect on a
downside equity move, yet participate in the upside in what we think
will be a volatile market. Within the more credit-sensitive structures,
we are favoring higher-quality balance sheets and companies that we
believe stand to improve their credit profiles. Within the equity-sensitive
structures, we are also highly mindful of valuation criteria. In this
low-growth environment, companies with strong balance sheets that

Performance Review

generate above-average organic growth have typically been rewarded by

The portfolio had a slight loss in the first quarter amid a volatile global

investors and that is where we are maintaining our focus.

equity market in which both stocks and convertibles recovered in the
second half of the quarter after steep losses at the beginning of the year.

From an economic sector perspective, our largest allocations have gone
toward the information technology, financials, health care, and consumer

Selection in industrials held back performance versus the benchmark, as

discretionary sectors and lightest allocations to consumer staples,

holdings in construction and engineering, airlines, aerospace and defense,

utilities materials, and energy. We continue to find exciting opportunities

and trading companies and distributors lagged. Further, selection in the

within information technology where innovation is creating growth

consumer discretionary sector detracted because of our underperforming

opportunities in social media, mobile, security, cloud computing, Internet,

holdings in automobile manufacturers and apparel, accessories and luxury

and data center disruption—each of these trends has a long runway of

goods.

growth, in our view. We remain positive on the consumer discretionary
sector where electric car innovation is disrupting the traditional auto

Our underweight to and selection in energy added value because of
holdings in the oil and gas exploration and production industry. Selection
in the utilities sector also enhanced the result, in particular through
holdings in electric utilities.

2

market, while the U.S. consumer stands to benefit from higher wages,
lower unemployment, lower gasoline and natural gas prices, and an
improving housing market. All of the preceding factors when coupled
with employment and wage gains contribute to a positive wealth effect.

All portfolio positioning and sector information is for a representative portfolio. Please see last page for additional information.
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FIGURE 3. SECTOR ALLOCATIONS VERSUS THE BofA MERRILL LYNCH GLOBAL 300 CONVERTIBLE INDEX
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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 BofA MERRILL LYNCH GLOBAL 300 CONVERTIBLE INDEX
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Source: Calamos Advisors LLC
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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.

Outlook

onerous regulations. There are signs of improvement in Europe as mixed

Thus far, 2016 has delivered on the higher volatility, relatively lower

but improved economic data reflects resilience despite persistent low

total return environment we had anticipated at the start of the year.

inflation. Japan’s economy remains lackluster, although there many

Market volatility likely will continue as modest global economic growth,

bottom-up investment opportunities because of increased capital

geopolitical tensions, upcoming elections and divergent central bank

efficiency. China’s recent releases reveal a pickup in economic data but

policies influence markets. Favorable factors within the U.S. include

also divergence between weaker industrial data and stronger demand in

solid job creation, low interest rates and limited inflationary pressures.

consumption and services.

Potential risks to the economy include deflation, fiscal policy and

The representative portfolio information described in both charts above represents a representative account managed in the Global Convertible 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 last page for additional information.
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Given our outlook for a continued period of muted economic growth,
we are favouring quality growth companies over cyclicals. We are
emphasizing investments in companies with solid cash flow generation
and stronger balance sheets. From a thematic and sector perspective, we
see opportunities in the technology sector, consumer companies tied to
global consumption, and companies positioned to benefit from improving
fundamentals in Europe. We are cautious about companies that are
vulnerable to regulatory headwinds, such as pharmaceutical companies
and areas within the financial sector. We believe our active, risk-managed
investment approach positions us to take advantage of the volatility and
opportunities in global equities and convertible securities.

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 the Calamos Global Convertible Composite. Representative holdings and portfolio
characteristics are for the Representative Portfolio shown and 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.
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 information provided in this report should not be considered a recommendation to purchase or sell any industry, sector or
particular security. There is no assurance that any industry, sector or security discussed herein will remain in a client’s account at
the time of reading this report or that industry, sectors or securities sold have not been repurchased. The industries, sectors, or
securities discussed herein do not represent a client’s entire account and in the aggregate may represent only a small percentage
of an account’s 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.
Performance returns presented reflect, unless otherwise noted the Calamos Global Convertible Composite which is an actively
managed composite investing primarily in a globally diversified portfolio of convertible securities. The composite includes all fully
discretionary fee-paying accounts, including those no longer with the Firm. All returns are net of commission and other similar
fees charged on securities transactions and include reinvestment of net realized gains and interest.
Country Return Statistics: Unless otherwise noted, country equity returns are based on the appropriate MSCI Index for the country listed.
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 BofA Merrill Lynch Global 300 Convertible Index (G300) is a global convertible index composed of
companies representative of the market structure of countries in North America, Europe and the Asia/Pacific region.
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. 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 and
Mellon Analytical Solutions 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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