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Market Overview

lagging. When measured as a group, stocks with yields greater

The Russell 3000 Growth Index managed to post a slight gain

than 2% (which outstrip the yield on U.S. Treasury bonds)

for the second quarter amid the second consecutive quarter

outperformed the index, while stocks with yields less than 2%

of extreme volatility. The broad equity market, as measured

underperformed.

by the S&P 500 Index, posted a stronger 2.46% gain, as value

Performance Review

stocks strongly outperformed growth. The market was largely

Our commitment to growth equities, even in comparison to the

flat for the quarter until late May, as investors grappled with

benchmark’s growth characteristics, detracted from quarterly

the Federal Reserve’s intentions regarding interest rate hikes,

performance. Sector allocation had a marginally negative

much the same way that Fed “guessing” was top of mind in

impact on comparative returns, while individual security

the year’s first quarter. The U.S. and global equity markets rose,

selection exhibited a greater relative effect. Specifically, relative

plummeted, then rose again at the end of the quarter as investors

performance was most negatively impacted by what the portfolio

incorrectly anticipated that the U.K. would vote to remain in the

did not own among Russell 3000 Growth Index constituents—

European Union. The market sold off sharply after the U.K. voted

lower and no-growth companies exhibiting higher yields, those

to “Brexit,” but by quarter end, most of the ground lost in the

that were more in favor with investors during the quarter. In our

immediate aftermath of the vote had been regained.

view, this market segment appears to be expensive relative to
Within the U.S. growth equity market for the quarter, the rally

growth prospects and representative of investors overpaying for

in oil as well as higher dividend and perceived stability sectors

perceived safety.

led the Russell 3000 Growth Index higher. Energy (+18.3%),
An overweight to energy, though modest from an absolute

telecommunication services (+6.1%) and utilities (+5.8%) were

standpoint because the sector represents less than 1% of the

the benchmark’s leading sectors, with information technology

index, was additive. We added slightly to energy earlier in the

(-3.0%), consumer discretionary (-0.2%) and industrials (0.3%)

year as we identified several energy stocks reflecting global
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Past performance is no guarantee of future results.
Data as of 6/30/16.

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

Selection within financials also dampened relative performance.
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Past performance is no guarantee of future results.
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recessionary pricing, but continue to be fairly conservative in
our emphasis on more cyclical areas, such as energy. In the case
of our recent purchases, however, pricing relative to growth
potential proved compelling and rewarding.

of the year was not reflective of a decline in fundamentals,
and we remained cautiously optimistic throughout the second
quarter—expecting volatility and seeking to take advantage of
market emotion. We further thought the market would be willing
to pay for growth, as growth would be scarce in a slow-growth
U.S. economy and slower-growth global economic landscape.
The portfolio’s largest allocations remain in the information
technology, consumer discretionary and health care sectors,
as our positioning continues to reflect a positive but cautious
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Selection in industrials, a sector which is more cyclical and

outlook, balanced with a mindful appraisal of risk and valuation.

represents a significant portion of the growth index, was additive

Regardless of sector, we seek to identify companies with

to relative performance. Most notably, our holdings in aerospace

sustainable competitive advantages, accelerating fundamentals,

and defense as well as the environmental and facilities services

growth potential uncaptured by current street estimates, and

industry proved beneficial. Our largest sector allocation is

identifiable catalysts for unlocking potential shareholder value.

aerospace and defense, as we perceive this industry to be a bit

Of course, we remain cognizant of portfolio valuations and have

less cyclically sensitive, especially in light of escalating geopolitical

reduced risk in higher-valued names when those opportunities are

concerns.

identified.

Selection in information technology detracted from quarterly

While we have been active in many sectors, absolute and relative

results. Within this sector, we continue to favor more secular

changes to the portfolio have been moderate. Among selected

growth opportunities, but were challenged in the more cyclical

changes in the quarter, we added to our active weights in the

areas, including electronic equipment and instruments as well as

consumer discretionary sector. Conversely, the allocations to

semiconductors.

financials and information technology holdings were reduced.

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 6/30/16..

Overall, our goal remains consistent—maintain a growth-

We do not believe either the global or U.S. economy is facing

oriented portfolio—but do so with a focus on quality without

imminent recession, but fiscal policy decisions will be crucial

compromising valuation. Many of the perceived safety trades

to defining the way forward. While Brexit is likely to lead to

have moved these sectors into pricier realms that are historically

incrementally slower global growth and increased unknowns,

uncharacteristic. A recent report from Empirical Research Partners

we view the referendum primarily as a political event, not

notes that momentum within today’s markets features “little-

as a catalyst triggering a systemic global market collapse.

to-no top-line growth,” and a report from Bespoke Investment

Nevertheless, breaking out of a tepid‐growth environment will

Group cautions that utilities have a higher P/E ratio than

be challenging absent policies and regulations that encourage

information technology, which presents a unique circumstance

entrepreneurship and responsible risk-taking. Even though central

indeed.

banks are likely to step in should markets become disorderly, it is
unclear how much room monetary policies have to maneuver in

Outlook

an environment of low‐to‐negative interest rates.

Entering the second half of the year, market participants
face many unknowns including whether the U.S. and global

Provided the dollar doesn’t spike, the U.S. economy should be

economies can maintain their muted pace of growth, the

able to continue along its growth trajectory, albeit at a slow pace.

potential ramifications of a strong U.S. dollar, and the extent to

The stock market is likely to remain highly sensitive to economic

which monetary policy can influence the markets. The geopolitical

releases and announcements, as participants seek to make sense

landscape remains a source of apprehension as investors seek to

of the data itself and how it could influence Fed policy. As the

understand the implications of Brexit and, more broadly, global

next earnings announcement season commences, guidance is

populist sentiment.

likely to be cautious, particularly for currency‐sensitive companies.

All portfolio positioning and sector information is for a representative portfolio. Please see page four for additional information.
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We are focusing on trends in capex spending where the impact of
euro zone uncertainties is yet to be determined.
Investors’ preference for cyclical stocks has faded in the wake of
Brexit, with dividend‐oriented stocks leading the rebound in a
low‐rate, risk‐averse environment. However, we are concerned
that a number of these “safety stocks” are trading at stretched
valuations, without offering the long‐term growth characteristics
we seek to include in your portfolio. In this environment, it is
our belief that growth‐oriented companies exhibiting higher
quality attributes, such as stronger balance sheets, offer more
appropriate risk/reward propositions.

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.
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. The Russell 3000 Value
Index measures the performance of the broad value segment of the U.S. equity universe. It includes those Russell 3000 companies with
lower price-to-book ratios and lower 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.

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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