www.calamos.com/institutional

U.S. EQUITY THIRD QUARTER 2015 PERFORMANCE ATTRIBUTION & COMMENTARY

U.S. All Cap Growth Strategy

Market Overview

about China’s weakening economy and its decision to devalue

The Russell 3000 Growth Index declined 5.93% during the

the yuan a modest 2% ripped through global markets. The

third quarter, holding up better than the broad market’s 6.44%

quarter ended on a pessimistic note, as Fed policy uncertainty

decrease as represented by the S&P 500 Index, and also finishing

and reduced corporate earnings projections weighed on nearly

ahead of the 8.59% drop of the Russell 3000 Value index.

all asset classes. While investor confidence has been shaken, not

Growth stocks overall continued to outperform value year to date,

all the news was negative. For example, retail sales in the U.S.

as higher-growth companies continued to be more desirable than

climbed for two straight months, low energy prices gave a boost

value companies, which are more closely linked to commodities

to the consumer and labor market progress was evident. Overall,

and cyclical areas of the market. Larger-cap companies, with

there were positive counterforces to the headwinds equities

stronger fundamentals and more resilient balance sheets, held

encountered in the quarter, including low inflation, resilient

up better than their small and mid cap counterparts during the

consumer activity and the prospect for lower rates longer term,

quarter. Exemplative of the quarter’s nearly direct correlation

but these were unable to generate sustained upward momentum

between asset-class risk and performance, small cap growth

given the magnitude of the downdraft.

stocks, as represented by the Russell 2000 Growth Index, endured

Performance Review

a particularly difficult period, declining 13.06%.

In this all-cap growth equity strategy, we seek to invest in U.S.
While equities rose early in the quarter, the market quickly fell

companies that we believe have the best prospects for sustainable

subject to much consternation. Several factors contributed to the

and high relative growth. The portfolio offers a diversified

anxiety, as stocks stumbled following a rout in Chinese equities

approach and participates in long-term growth trends by focusing

and plunging commodity prices. August experienced the deepest

on companies with solid fundamentals, global brands, strong

one-month decline since September 2011, as ongoing concerns

growth catalysts and attractive valuations.
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Past performance is no guarantee of future results.
Data as of 9/30/15.

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 3000 GROWTH INDEX
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The portfolio’s overall stock selection detracted from relative
performance, as holdings in the health care, industrials and
financials sectors hampered relative results. Sector positioning
also held back relative performance, as the portfolio held a higher
average allocation to energy and an underweight position to
consumer staples. Regarding the energy sector, our overweight
was slight and came about when the index underwent its annual
reconstitution at the end of June. We have not made a bullish call
on energy and cyclical growth, but are actively monitoring the
prospects.
Relative to the benchmark, we hold an underweight allocation
to the materials sector, which helped performance. Overall,
we are taking a cautious approach to many cyclical investment
opportunities, as earnings revisions have come down and, in
some cases, need to come down further. Growth catalysts, such
as the boom-gone-bust demand for many commodities, have
been reassessed and reduced. However, some areas continue to
be supported by global demand for resources, most notably the

care facilities and health care supplies, detracted from results.
The sector was hit hard during the quarter after presidential
contender Hillary Clinton proposed a plan to control prescriptiondrug spending and lawmakers talked of passing legislation
targeting drug-price increases. This news weighed on many
companies, especially within the biotechnology industry, as
investors pondered the impact on sales and earnings estimates.
However, we believe that many companies in this sector offer a
desirable combination of growth catalysts, quality characteristics
and strong fundamentals.
An overweight to energy also weighed adversely on the
portfolio’s return. Please note that our view on energy remains
cautious, and our absolute weighting is very small. As noted,
our relative overweight is slight and came about when the index
underwent its annual reconstitution at the end of June. We have
not made a bullish call on the sector. Slowing global demand
and a stronger dollar have depressed oil prices, though energy
markets stabilized somewhat during the quarter. We will actively
monitor the sector and seek selective opportunities in companies
with attractive bottom-up attributes and strong alignment with
our secular themes, such as the global infrastructure build-out
and the renaissance of alternative energy.

paper packaging, metals and construction materials industries.
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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 3000 GROWTH 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.
Data as of 9/30/15.

Positioning and Portfolio Changes
We favor growth opportunities in the technology, consumer
discretionary and health care sectors. In light of a more volatile
market ahead, we are mindful of valuations and have looked
to reduce higher-value names that might be impacted most
significantly. In addition to seeking out reasonable valuations, we
favor companies with higher quality attributes and the ability to
deliver earnings growth through what we expect to be a slowgrowth economic environment. We see investment opportunities
in companies focused on the U.S. consumer, social media and
internet security and we remain concerned about companies
dependent on commodity prices and emerging market demand.
While we have been active in many sectors, the absolute and
relative allocation shifts in the portfolio have been modest.
Among selected changes in the quarter, we added slightly to
the portfolio’s weight in the information technology sector.
We added select holdings based on improving fundamentals
and growth prospects, as well as security-specific factors. We
also increased the portfolio’s allocation to health care and
consumer discretionary at the margin. Conversely, we reduced
our allocations to energy and industrials during the quarter. We
take a cautious view of both sectors given pressures from falling

commodity prices, decreased corporate earnings and declining
growth catalysts.

Conclusion
Coming out of this very difficult quarter, the question we must
collectively address is whether we have encountered a correction
or the nascent stages of a global recession and bear market. We
believe firmly in the former scenario, as the U.S. stock market is
likely in a reset period as investors contemplate the prospect of
slowing global economic growth, mixed messages from the Fed
(potential tightening) and the prospect of persistent U.S. dollar
strength in the face of continued easing from other central banks
(Japan, China and the European Central Bank). These concerns
engendered higher volatility and investor skittishness as markets
shifted course in dramatic fashion, often intraday. While recent
job growth data has fallen short of expectations, our view is that
the U.S. can continue on its slow growth course through 2015.
Although corporate earnings estimates have come down and
commodity overcapacity will create pockets of weakness, other
favorable factors should result in moderate growth. Most notably,
positive job growth over the longer term, low interest rates
and low energy prices are contributing to strong U.S. consumer
activity.

All portfolio positioning and sector information is for a representative portfolio. Please see page four for additional information.
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We expect elevated volatility to persist over the next several
quarters, due to both well-entrenched concerns as well as
growing uncertainty regarding fiscal policy and the 2016 election.
While markets have been unnerved by the Fed’s recent comments
and a policy misstep cannot be ruled out, we do not believe a
move to tighten monetary policy will upend the economy or the
markets over the longer term. Regardless of the timing of the first
Fed rate increase, we expect the path to a (more) normalized yield
curve and rate environment will be slow and shallow. This should
ultimately prove beneficial, so long as the economy continues to
improve. Given this economic environment and the market’s riskon, risk-off dynamic, our overall stance reflects not only caution
but also consistency in investment philosophy and process.
Market turbulence can be unsettling, but we expect volatility to
provide opportunities. We will maintain our long-term course,
managing known risks and preparing for those that might be on
the horizon.

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 All 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
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.
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 All Cap Growth Composite, is an actively managed
strategy that invests In common stocks, preferred stocks, securities convertible into U.S. common stocks, and U.S. dollardenominated American Depository Receipts, primarily in high growth industries and companies across all market capitalizations.
Results include 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.

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

The Standard & Poor’s 500 Stock Index (S&P 500) is an unmanaged index generally representative of the U.S. Stock Market, without regard to company size. The Russell 3000 Growth Index measures the performance of the broad growth segment of the U.S. equity universe
and includes those Russell 3000 companies with higher price-to-book ratios and higher forecasted growth values.
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.
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