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Investment Environment
The U.S. equities market began the quarter cautiously, with many benchmarks flat during
October as investors awaited clarity on the outcome of elections and moves by the
Federal Reserve (Fed). Lingering reluctance seemed to dissipate after the election of
Donald Trump. Risk assets rallied over the remainder of the period on the expectation
that the new administration would champion pro-growth initiatives. Financials were
among the strongest sectors, not only due to the prospects of faster economic growth,
but also the expectation that the Fed would raise interest rates in December, which it
ultimately did. Improvements in a key manufacturing survey and steady job gains were
factors in allowing the Fed to act. Industrials outpaced the broader market as investors
priced in future infrastructure programs. Several historically defensive sectors lagged.
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Performance Discussion
The Fund underperformed its benchmark, the Russell Midcap Growth Index, during the
period. Our Fund tends to emphasize “durable growth” companies that we believe have
more predictable business models, recurring revenue streams, strong free cash flow
growth and strong competitive positioning that allows them to take market share and
experience sustainable long-term growth across economic environments. Furthermore,
we believe a focus on durable growth companies should help the Fund outperform in
weak or uncertain economic environments, driving relative outperformance over full
market cycles. However, our Fund can underperform in shorter time periods as it did
this time.
Our stock selection in the industrial sector detracted from relative performance. Within
the sector, we are underexposed to some of the more cyclical companies in the index
that rebounded after the election on the hopes of a stronger economy. That weighed on
performance this quarter, but we are comfortable with our positioning in the sector, and
like that many of the companies we own can benefit from a stronger economic backdrop
but in our view are not dependent on it to thrive.
Outside the industrial sector, we also held a few stocks that negatively affected results.
Athenahealth was our largest detractor. Concerns about the company’s growth in 2017
weighed on the stock this quarter, as did uncertainty about the Trump administration’s
commitment to incentivizing health care companies to adopt better health care
technology infrastructure. We view both issues as transitory. Late in the period, the
company issued new guidance for 2017 that was more positive. Athenahealth’s cloudbased software services for electronic health records, revenue cycle management and
patient care coordination have the potential to remove inefficiency from the health care
system and the business rationale for adopting these services remains compelling, even
if some of the tax incentives for health care companies to adopt new technology go
away. We continue to expect a long runway of growth for the company.
Our holding in SS&C Technologies also detracted from performance. The company
provides a number of investment and financial software-enabled services to asset
managers, including many alternative managers. Weaker performance by some hedge
funds has led to concerns the industry could shrink, and that has weighed on the stock.
We believe the market is overlooking the fact that many of the alternative managers
SS&C services are private equity companies, or types of hedge funds that haven’t faced
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Executive Summary
• U.S. mid-cap stocks ended the
quarter up, experiencing strong
gains after the November
presidential election.
• The Fund underperformed its
benchmark during the period.
• We look forward to navigating
the challenges and
opportunities from a changing
market backdrop of faster
economic growth and rising
interest rates.
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as much industry pressure. We continue to like the company.
Most of its revenue comes from subscription services or
software maintenance, which helps create a steadier and
recurring revenue source. We also believe that SS&C is a
logical consolidator of other hedge fund service providers that
may look to get out of the business.

advisory services to independent financial advisors and we
believe it will benefit from a trend toward independent, feebased financial advice. Further, we think a couple of headwinds
that had been affecting the company, including regulatory
actions and technology investments that were depressing
margins, are now behind it.

While disappointed with the performance of some of the stocks
in our portfolio, we were pleased with the results of many other
companies we own. Two financial companies, TD Ameritrade
and LPL Financial, were among our top contributors to
performance. Both stocks benefited from the prospects of
rising interest rates, which should boost earnings from
reinvesting customers’ cash. While rising rates should boost
both companies’ earnings power, we don’t just hold the stocks
as a call on rising interest rates. We believe both have strong,
secular growth potential. We believe online brokers such as TD
Ameritrade are poised to take market share as younger
investors gravitate toward online brands that allow them to take
a do-it-yourself approach to retirement planning. Further, we
believe TD Ameritrade’s recent acquisition of Scottrade gives it
more scale, and will allow the company to improve margins as it
realizes cost synergies from the acquisition.

Outside the financial sector, Old Dominion Freight Line was a
top contributor to performance. Like other cyclical companies,
the stock got a boost from an improved U.S. economic outlook
after the election. Strong earnings also helped drive the stock
during the quarter. Old Dominion represents many of the
characteristics we tend to look for in companies. The company
offers transport services to companies that require shipping
that is generally larger than parcel, but too small for full-load
semi-trucks. The category is referred to as less-than-truckload.
Old Dominion’s unique culture has resulted in a highly
productive workforce that operates with a lower cost structure
than competitors, which – combined with a commitment to
pricing consistency – has given the company relatively higher
profit margins. That higher margin structure has in turn enabled
Old Dominion to make high-return investments that keep
lowering the company’s cost structure; this virtuous cycle has
widened the company’s competitive advantage over time.

LPL Financial also benefits from secular changes in wealth
management. The company provides brokerage and investment

For detailed performance information or to download a Fact Sheet, please visit www.janus.com/funds

Outlook
As we enter 2017, our thoughts on both the markets and U.S.
economy can be summed up rather quickly. In a word: change.
Several substantial shifts are underway, changing the market
backdrop in the most meaningful way since the financial crisis.
The U.S. economy appears primed for faster growth. The
building blocks for economic growth were in place even before
the election, but if the new administration indeed ushers in tax
and regulatory reform, the economy could grow more rapidly
than expected even a few months ago. That economic growth
could lead to a more normalized interest rate environment, and
rising rates have broad implications for both stock valuations in
general, and for individual companies that benefit, or are
penalized, from them. Finally, no one can be certain what
policies the new administration will implement, but it is a good
bet that regulations for some industries are poised for
a shakeup.
The market has already anticipated some of these changes.
Since the November election, valuations of cyclical companies
have improved significantly relative to defensive areas of the
market such as consumer staples and utility companies. So too,
have valuations for the financial sector, as the market forecasts

what rising rates and potential deregulation could mean for
banks and other companies levered to interest rate changes.
Now comes the hard part. After stocks for select sectors and
industries moved broadly in anticipation of a stronger economy,
rising rates or a new regulatory regime, investors will need to
discern exactly how these forces will affect individual
companies, and whether all of those changes are reflected in
the stock price. Investors must also prepare for how potentially
rising rates could change stock valuations. In a low-rate, yield
starved environment, the market has bid up valuations for many
stable businesses. Some of these companies fit our investment
criteria and buying opportunities could present themselves if
valuations become more reasonable. A low-rate environment
has given other companies access to cheap capital. The ability
for some of these companies to carry out their growth initiatives
with a highly levered balance sheet could be hampered if the
cost of debt rises. Investors will need to be mindful of how
rising costs of capital affect each company.
After a broad rally reflecting some of the anticipated economic
changes, investors will need to dig deeper to find remaining
opportunities, and stay nimble as some of the new
administration’s policies take shape. We welcome that
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challenge in the months ahead.

Top Contributors and Detractors for the Quarter Ended 12/31/16
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

TD Ameritrade Holding Corp

2.81

0.51

athenahealth Inc

1.80

-0.26

LPL Financial Holdings Inc

1.25

0.22

Atlassian Corp PLC

1.17

-0.21

Old Dominion Freight Line Inc

0.95

0.20

Dexcom Inc

0.67

-0.20

Xilinx Inc

1.68

0.19

SS&C Technologies Holdings Inc

1.74

-0.20

TE Connectivity Ltd

2.26

0.19

Crown Castle International Corp

2.28

-0.19

The holdings identified in this table, in compliance with Janus policy, do not represent all of the securities purchased, held or sold during the period. To obtain a list
showing every holding as a percentage of the portfolio at the end of the most recent publicly available disclosure period, contact 877.33JANUS (52687) or visit
janus.com/advisor/mutual-funds.

Top Contributors

Top Detractors

TD Ameritrade: We believe the online broker is a best-inclass asset gatherer. We also believe TD Ameritrade has a
unique and differentiated business model, having outsourced
the banking operations of the business to TD Bank, allowing
it to run a capital-light business model, generate free cash
flow in excess of net income, and deliver attractive returns, in
our view. We like that the company does not typically take
balance sheet risk. Going forward, we believe that the
retirement wave of baby boomers is a tailwind for companies
such as TD Ameritrade as financial assets will move from
defined contribution plans to rollover IRAs.

athenahealth: Athenahealth provides cloud-based business
services for physician practices and hospitals, and we
believe it is poised for dramatic growth over the next several
years. We think its products have the potential to remove
significant inefficiency from the health care system.
Additionally, we believe the company’s ability to exchange
information and help physicians and hospitals navigate
complex changes to the regulatory landscape will add
meaningfully to its sales.

LPL Financial: LPL Financial provides an integrated
platform of brokerage and investment advisory services to
independent financial advisors and financial advisors at
financial institutions. Through its custody and clearing
platform, the company provides access to diversified
financial products and services, enabling its advisors to offer
independent financial advice and brokerage services to retail
investors. We believe LPL is uniquely positioned to take
advantage of the growing trend toward independent feebased financial advice. We like the company for its
significant percentage of recurring revenues and its high
retention rate among financial advisors. It has also
generated historically high margins and returns on
invested capital.
Old Dominion Freight Line: Old Dominion Freight Line
provides logistics services to the less-than-truckload (LTL)
market. We like that the company has made high-return
investments that give it higher profit margins and a lower

Atlassian Corp.: The enterprise software company
develops products for software developers, project
managers and content management. We like the potential
for some of its tools to make their way into new workflows
with large addressable markets. We believe the company
can grow quickly with high margins. We also think the
management team has created a great culture at
the company.
Dexcom Inc.: Dexcom manufactures and distributes
continuous glucose monitoring (CGM) systems for diabetes
management. We believe CGM systems offer a better option
for managing the disease than measuring blood sugar levels
several times a day with a lancet and blood glucose meter.
The latter approach can miss detection when blood sugar
levels are dangerously low or high. We expect more rapid
adoption of CGMs now that sensors have become more
accurate, reliable and unobtrusive. We also see growth
potential for Dexcom as it introduces a new CGM device for
people with Type II diabetes, which is a much larger market
than the Type I diabetes market.
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Top Contributors (continued)

Top Detractors (continued)

cost structure than many of its competitors.

SS&C Technologies: The company is a global provider of
investment and financial software-enabled services and is
focused exclusively on the global financial services industry.
We like SS&C because the majority of its revenue comes
from recurring sources such as subscription services or
software maintenance, where client retention has
remained high.

Xilinx: Xilinx is a provider of programmable logic devices.
We believe the company’s field programmable gate arrays
(FPGAs) are poised to take share from semiconductor
companies that provide application-specific integrated
circuits (ASICs) for electronic systems, because the cost of
designing an ASIC is getting prohibitively expensive for
many applications as semiconductors get smaller and
smaller. We believe Xilinx is well positioned for emerging
artificial intelligence (AI) applications, and also believe Xilinx
is a strategic asset that could potentially get acquired in the
next few years.
TE Connectivity: TE Connectivity designs and
manufactures products that connect and protect the flow of
power and data inside a number of products used by
consumers and industries. The company holds a leading
position in electronic connectors, an attractive industry, in
our view. TE Connectivity has historically generated high free
cash flow and it has improved its operating leverage as a
result of a restructuring effort during the 2008-2009
recession. We also appreciate the company’s healthy
dividend and stock buyback program.

Crown Castle: This owner of wireless communication
towers maintains a predictable, long-term contract-driven
revenue base, which is attractive to us. The firm has
benefited from growing numbers of tenants on its towers.
We think this could continue as wireless service providers
work to upgrade their networks to meet the growing demand
for data transmission.
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Please consider the charges, risks, expenses and investment objectives carefully before investing. For a prospectus
or, if available, a summary prospectus containing this and other information, please call Janus at 877.33JANUS (52687)
or download the file from janus.com/info. Read it carefully before you invest or send money.
Past performance is no guarantee of future results. Call 877.33JANUS (52687) or visit janus.com/advisor/mutual-funds for current month-end performance.
Discussion is based on performance of the Fund's "parent" share class (typically that with the longest history).
As of 12/31/16 the top ten portfolio holdings of Janus Enterprise Fund are: TD Ameritrade Holding Corp (2.58%), Lamar Advertising Co (2.52%), Sensata
Technologies Holding NV (2.44%), Crown Castle International Corp (2.09%), TE Connectivity Ltd (2.08%), Verisk Analytics Inc (1.85%), Quintiles IMS Holdings Inc
(1.82%), WEX Inc (1.81%), Boston Scientific Corp (1.78%) and Sealed Air Corp (1.78%). There are no assurances that any Janus portfolio currently holds these
securities or other securities mentioned in this commentary.
The opinions are as of 12/31/16 and are subject to change at any time due to changes in market or economic conditions. Janus may have a business relationship
with certain entities discussed. The comments should not be construed as a recommendation of individual holdings or market sectors, but as an illustration of
broader themes.
Security contribution to performance is measured by using an algorithm that multiplies the daily performance of each security with the previous day’s ending
weight in the portfolio and is gross of advisory fees. Fixed income securities and certain equity securities, such as private placements and some share classes of
equity securities, are excluded.
A Fund’s performance may be affected by risks that include those associated with nondiversification, non-investment grade debt securities, highyield/high-risk securities, undervalued or overlooked companies, investments in specific industries or countries and potential conflicts of interest.
Additional risks to a Fund may also include, but are not limited to, those associated with investing in foreign securities, emerging markets, initial
public offerings, real estate investment trusts (REITs), derivatives, short sales, commodity-linked investments and companies with relatively small
market capitalizations. Each Fund has different risks. Please see a Janus prospectus for more information about risks, Fund holdings and other
details.
Foreign securities are subject to additional risks including currency fluctuations, political and economic uncertainty, increased volatility, lower
liquidity and differing financial and information reporting standards, all of which are magnified in emerging markets.
Russell Midcap® Growth Index measures the performance of those Russell Midcap® companies with higher price-to-book ratios and higher forecasted growth
values.
A Fund’s portfolio may differ significantly from the securities held in an index. An index is unmanaged and not available for direct investment; therefore its
performance does not reflect the expenses associated with the active management of an actual portfolio.
Janus is a registered trademark of Janus International Holding LLC. © Janus International Holding LLC.
Funds distributed by Janus Distributors LLC
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