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The Calamos Phineus Long/Short
Fund (CPLSX) seeks strong risk-adjusted and absolute returns across
the global equity universe. It has
outperformed its S&P 500 benchmark by over 300 basis points annually over the last decade.
The fund uses a global long-short
strategy to invest in publicly listed
equity securities. It uses a fundamental global approach to blend
top-down and bottom-up considerations. It employs flexible asset allocation that allows for all investment
styles, market caps and geographic
regions depending on the market
environment. Its comprehensive
approach assesses stock, industry,
style, country and market factors.
Michael Grant is a senior vice
president and senior co-portfolio
manager at Calamos. He has final
responsibility for portfolio management and investment research
for the Calamos Phineus strategy.
I spoke with Michael on July 29 in
London.
Bob: You are fairly new to Calamos having joined in 2015. What
was your background in the investment industry and what led
you to join Calamos?
Michael: I entered the money management industry in the mid-1980s
and have been managing institutional equity portfolios for more
than 30 years. I was primarily with
Schroders, where I worked in Asia
as a portfolio manager for five
years. Then I worked for Schroders
in London for eight years before
coming to the U.S. in 2001.
Until 2002, when I launched the
Calamos Phineus Long/Short Fund,

my background was entirely longonly. I transitioned to long/short in
2002 when I launched this strategy. I viewed long/short as a more
attractive structure for delivering
risk-adjusted returns.
The reason I joined Calamos, first
and most obviously, is that it has a
depth of resources that’s really impressive and particularly strong on
the client-facing side.
But Calamos also gets what I do.
The bulk of Calamos’ other products are centered on the idea of
risk-adjusted alpha. The history of
Calamos is heavily focused on convertibles. A convertible is a bond
with an equity option and thus, has
a similar profile as hedged equity.
Bob: As you mentioned, you manage the Calamos Phineus Long/
Short Fund (CPLAX). What is the
mandate of that fund?
Michael: Its mandate is to generate
the long-term upside that is available from equities but with less
downside risk. Without question,
equities deliver a superior return
over the long term because ultimately you are taking risk and you
are paid for that risk.
But at the same time, many clients
are unable to hold their nerve, so to
speak, through periods of volatility. An equal part of our mandate is
minimizing the downside through
those extreme moments in equity
markets. In effect, our mandate is
to get the bulk of the upside during
bull markets, but less of the downside during bear markets.
Bob: Over the last 10 years, data
from Morningstar shows that
your fund’s annualized return was
10.94%, versus 7.83% for the S&P
500 total-return index. What have
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been the key contributors to the
fund’s outperformance?
Michael: An important part of our
process is our understanding of the
risk regime in which we operate. If
we understand the risk regime, it
gives us a strong sense of whether we are properly paid to engage
risk. Pre-2008 for example, investors were rarely paid to take risk in
the sense that one unit of risk did
not necessarily produce one unit
of return. Post-2008 of course, the
reverse became apparent. If we
took a unit of risk we generated
more than one unit of return.
One feature of our track record
over 15 years has been our ability
to generate those returns through
some very different market environments both in terms of the bull
and bear moves.
Bob: You mentioned earlier that
your fund has captured most of
the upside from the market while
avoiding most of the downside.
What are the specific ways in
which your management process
allows that to happen?

Michael: One aspect of this is what
we refer to as flexibility, and we
mean this in two ways.
The first is flexibility in terms of
style. Many managers still define
what they do as an investment
style. For example, they are focused on growth, value, large-cap
or small-cap or perhaps global versus U.S. stocks. In contrast, we look
at style as something that should
be managed through the course
of the business cycle just as one
might manage industry or country
exposure, for example. That is important because style trends rarely
persist for more than a full-market
cycle. And if you don’t have the
ability to manage those style risks,
you are less likely to adapt through
new environments.
The second meaning of flexibility is taking responsibility for
the complete equity mandate.
We describe ourselves as absolute-return investors because ultimately we are not benchmarking
ourselves to one market or one
style. In order to do that we have
to allocate capital across the entire equity universe whether that
is geography, style or industry.
Flexible asset allocation is the secret sauce of our business. It is one
part of the equity mandate that
you cannot benchmark or capture
through an ETF or Index fund.
Bob: You mentioned that your
process is tied into risk regimes in
the market. Where is the risk now
based on the state of the U.S. and
European economies?
Michael: The world has experienced a long deleveraging cycle,
a series of debt crises since 2008
when the U.S. was first-in, first-out
of its crisis, followed by Europe in
2012. Europe is about 3 years behind the US in addressing its debt
problems. Now that deleveraging

cycle is playing out in the emerging economies.
Fortuitously, we are near the end
of that process. The underlying risk
in the global economy today is less
than commonly perceived. The U.S.
expansion has several more years

“

its rate-tightening policy. Absent
a policy mistake here in the U.S.,
the likelihood of recession over the
next 18 months is low.
Bob: On a geographical level,
where is the bulk of your fund’s
long exposure now?

Flexible asset allocation is the secret sauce
of our business. It is one part of the equity
mandate that you cannot benchmark or
capture through an ETF or Index fund.

to run. Europe, surprising to many,
is entering its own cyclical upturn
as we speak. For these reasons, the
bulk of our exposure is here in the
U.S. but we’ve been adding to Europe incrementally, especially post
Brexit.
Bob: What do you view as the upside for the S&P 500 this year?
Michael: If the U.S. avoids recession, as I think it will until at least
2018, I suspect the S&P has 10% to
20% upside between now and 2018.
Bob: What is the likelihood that
the U.S. enters a recession and
how would that affect your outlook for your fund’s performance?
Michael: Avoiding U.S. recession is
a key variable. We don’t see any of
the traditional signs of recession
risk through much of next year. We
monitor a range of economic and
financial variables relating to economic vulnerability. Although the
expansion is old in terms of time,
the actual progress of fundamentals is more typical of an expansion
that is in its fourth year, not eighth
year of recovery.
It is possible that the central authorities make a policy mistake.
One of the reasons why the equity market has returned to new
highs is the U-turn by the Federal
Reserve in March with respect to
2

”

Michael: The bulk of the exposure
is still here in the U.S. That is the
economy that’s working. That is
where we find the most dynamic
growth opportunities. But if our assumption that the U.S. expansion is
sustained is correct, it makes sense
to add incremental monies to Europe. In Europe, the cyclical expansion is much less discounted than
it is here in the U.S.
Bob: What is your view of opportunities in emerging markets in
the context of the deleveraging
cycle you just mentioned?
Michael: The emerging markets
have only just begun their deleveraging cycle. Although many
of these economies are past their
worst, they still face several years
of workout.
We are selective with respect to
the emerging markets. China is the
elephant in the room and it has a
range of issues which it needs to
address in the coming years. The
good news is that China is largely a closed economy and I don’t
think it will impact global financial
markets, certainly not this year,
and perhaps not until the autumn
of 2017. Even in the case of China,
we don’t see a hard landing. The
risk in China is a very persistent
deceleration of its growth rate in
the coming decade.

The opportunities in emerging
markets include India and those
economies that have become
more competitive vis-à-vis China,
as China’s policy is increasingly
one of raising income standards.

icy. Since 2008, monetary policy
has done the bulk of heavy lifting
for the economy and that stimulus
run its course. The Fed can no longer lower interest rates. And every
time it tries to raise interest rates,

The key, is that we are not afraid to
“engage
risk when appropriate. Equities
generate a superior return because
shareholders take risk.
”

China needs higher incomes if it
is to transition to a consumer-led
growth model. For example, we
have some exposure to Vietnam
and we are positive on Mexico as
well. We are avoiding those markets that dependent upon a sustained recovery in the commodity
cycle, such as Brazil.
Bob: Which risks are you most
concerned about? What would be
the impact specifically of presidential politics on market performance?
Michael: The biggest risk is that
most clients have not been properly positioned in equities post2008, yet they were able to meet
client expectations because of the
remarkable gains in fixed income.
The fixed-income bull market is
over. Investors have to generate
returns in equities if they have any
hope of satisfying their clients’
mandates.
This bubble in fixed income needs
to be closely monitored. It’s not a
risk today to global financial markets. But perhaps by 2017 and beyond, I suspect it will.
The impact of presidential politics could create some volatility
into autumn. Ultimately, the keys
are who can break the legislative
gridlock in Washington, and which
party will embrace fiscal spending
as an alternative to monetary pol-

markets become unsettled.

The obvious answer is that there
is considerable scope for fiscal
spending to pick up the baton and
drive a long period of expansion.
The candidate or party that understands and implements that has a
good chance of being looked upon
favorably by equity markets.
All of this implies more aggressive
fiscal expansion and thus, a possible re-acceleration of economic growth. This should ultimately
have negative implications for the
fixed income market.
Bob: You mentioned that there is
a bubble in fixed income. Do you
see any sectors of the equity market that are in bubble territory, either because of exceptionally low
or high valuations? Morningstar
shows that you have a large allocation to financial services. Why
do you find that sector attractive?
Michael: The bubble in equities
is concentrated in what I call the
“safety” stocks. These are a mix
of consumer staples, utilities and
telecom stocks where investors
have purchased those equities
for the perceived stability of their
business model rather than their
earning potential over the long
term. Not only have these stocks
reached extremes in terms of valuation, but I simply don’t believe
the economic system is as fragile
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as many think. We are underweight
and short those sectors.
Financial services is an area we find
attractive, partly because the math
is compelling for the long term investor. When we put together the
valuations, dividend yields and
capital return streams, these equities are highly attractive. Many
of these businesses have been
under-earning for the past eight
years, which implies the potential
for earnings upside is considerable
as well.
Bob: How are advisors typically
using your fund in their client’s
asset allocations?
Michael: Our fund is seen as an equity alternative for client portfolios.
Many of our clients understand the
long-term upside in equities, but
their experience of the last decade
has left them gun-shy. A product
that aims for similar upside as the
equity market, but has shown the
ability to minimize the downside
should be attractive.
The key, is that we are not afraid
to engage risk when appropriate.
Equities generate a superior return
because shareholders take risk.
There are many competing products that have lost sight of that and
have stopped taking risk. And that
explains their dull return outcome.
What is the key differentiator between your fund and others like
it, particularly other long-short
funds?
The first is the fact that we have
GIPS-compliant results that extend
back 15 years. Those 15 years encompass some very different market environments. Ultimately the
ability to generate returns over
time and through varied markets
says something about the robustness of the investment process.

The second differentiator is that
we combine strong stock-picking skills with macro convictions.
Many long-short managers tend to
be heavy skilled on the stock side,
and that is true in our case as well.
But the strength of our macro focus

gives us an edge in difficult or unusual markets. That is an important
quality in the minds of our clients.
The third point is our commitment
to what we do. I’ve always had the
bulk of my own capital in the fund. I

Opinions and estimates offered constitute our judgment and are subject to change without notice, as are statements of financial market
trends, which are based on current market conditions. We believe the information provided here is reliable, but do not warrant its accuracy or completeness. This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. The views
and strategies described may not be suitable for all investors. This material has been prepared for informational purposes only, and is not
intended to provide, and should not be relied on for, accounting, legal or tax advice. References to future returns are not promises or even
estimates of actual returns a client portfolio may achieve. Any forecasts contained herein are for illustrative purposes only and are not to
be relied upon as advice or interpreted as a recommendation.
The manager seeks to achieve the stated objectives. There can be no assurance that the Fund will achieve its investment objective.
Some of the risks associated with investing in alternatives may include hedging risk, derivative risk, short sale risk, interest rate risk, credit
risk, liquidity risk, non-U.S. government obligation risk and portfolio selection risk. Alternative investments may not be suitable for all
investors.
AVERAGE ANNUAL RETURNS AS
OF 6/30/16
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-13.19%
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0.05

3.34

9.57

10.20

2.46

3.84
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Performance data quoted represents past performance, which is no guarantee of future results. Current performance may be lower or higher than the performance quoted. You can obtain performance data current to
the most recent month end by visiting www.calamos.com. 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 4.75%. Had it been included, the
Fund’s return would have been lower. For the most recent month-end fund performance information visit www.
calamos.com.
The performance shown for periods prior to 4/5/16 is the performance of a predecessor investment vehicle (the “Predecessor Fund”).
The Predecessor Fund was reorganized into the Fund on 4/5/16, the date upon which the Fund commenced operations. On 10/1/15 the
parent company of Calamos Advisors, purchased Phineus Partners LP, the prior investment adviser to the Predecessor Fund (“Phineus”),
and Calamos Advisors served as the Predecessor Fund’s investment adviser between 10/1/15 until it was reorganized into the Fund.
Phineus and Calamos Advisors managed the Predecessor Fund using investment policies, objectives, guidelines and restrictions that were
in all material respects equivalent to those of the Fund. Phineus and Calamos Advisors managed the Predecessor Fund in this manner
either directly or indirectly by investing all of the Predecessor Fund’s assets in a master fund structure. The Predecessor Fund performance
information has been adjusted to reflect Class A and I share expenses. However, the Predecessor Fund was not a registered mutual fund
and thus was not subject to the same investment and tax restrictions as the Fund. If it had been, the Predecessor Fund’s performance may
have been lower.
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.
Returns for periods greater than 12 months are annualized. Calendar year returns measure net investment income and capital gain or loss
from portfolio investments for each period specified. Average annual total return measures net investment income and capital gain or
loss from portfolio investments as an annualized average. All performance shown assumes reinvestment of dividends and capital gains
distributions. In calculating net investment income, all applicable fees and expenses are deducted from the returns. The Fund also offers
C shares, the performance of which may vary. As of the prospectus dated 4/5/16, the Fund’s gross expense ratios for Class A shares is
3.65%; and Class I shares is 3.40%.
The S&P 500 Index is generally considered representative of the U.S. 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.
An investment in the Fund is subject to risks, and you could lose money on your investment in the Fund. There can be no assurance that
the Fund 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
can increase during times of significant market volatility. The Fund 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 Calamos Phineus Long/Short Fund include: equity securities risk consisting of market prices declining
in general, short sale risk consisting of potential for unlimited losses, foreign securities risk, currency risk, geographic concentration risk,
other investment companies (including ETFs) risk, derivatives risk, options risk, and leverage risk.
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am willing to take a long-term perspective of the equity business. I
am struck today by how few managers are willing to look beyond the
very short-term. That short-term
focus significantly limits their ability
to generate value for their clients.

Short Sale Risk — The Fund may incur a loss (without limit) as a
result of a short sale if the market value of the borrowed security
(i.e., the Fund’s short position) increases between the date of the
short sale and the date the Fund replaces the security. The Fund may
be unable to repurchase the borrowed security at a particular time
or at an acceptable price.
Leveraging Risk — Leverage is the potential for the Fund to participate in gains and losses on an amount that exceeds the Fund’s
investment. Leveraging risk is the risk that certain transactions of the
Fund may give rise to leverage, causing the Fund to be more volatile
and experience greater losses than if it had not been leveraged. The
Fund’s use of short sales and investments in derivatives subject the
Fund to leveraging risk.
Derivatives Risk — Derivatives are instruments, such as futures, options and forward foreign currency contracts, whose value is derived
from that of other assets, rates or indices. The use of derivatives for
non-hedging purposes may be considered more speculative than
other types of investments. Derivatives can be used for hedging
(attempting to reduce risk by offsetting one investment position
with another) or non-hedging purposes. Hedging with derivatives
may increase expenses, and there is no guarantee that a hedging
strategy will work.

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 or call 1-800-582-6959.
Read it carefully before investing.
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