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Investment Environment
U.S. stocks slumped early in the quarter, but rebounded after the U.S. election. Cyclical
stocks returned to favor as investors considered the potential impact of deregulation,
increased fiscal spending, corporate tax cuts and other pro-growth policies under a
Trump administration. Financial stocks, many of which also benefit from rising rates,
enjoyed particularly strong returns during the period.
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Performance Discussion
The Fund underperformed both its primary benchmark, the Russell 1000 Growth Index,
and also its secondary benchmark, the S&P 500 Index, during the quarter. As part of our
investment strategy, we seek companies that have built clear, sustainable competitive
moats around their businesses, which should help them grow market share within their
respective industries over time. Important competitive advantages could include a strong
brand, network effects from a product or service that would be hard for a competitor to
replicate, a lower cost structure than competitors in the industry, a distribution advantage
or patent protection over valuable intellectual property. We think emphasizing these
sustainable competitive advantages can be a meaningful driver of outperformance over
longer time horizons because the market often underestimates the duration of growth
for these companies and the long-term potential return to shareholders.
This quarter, some of our stocks were hurt by a broad market rotation from companies
tied to secular growth trends toward companies with the potential for improving cyclical
prospects. While the market rotation hurt performance in the short term, we maintain a
high level of conviction in the competitive advantages of our companies and secular
themes underpinning growth potential for the stocks in our portfolio.
Amazon was our top detractor, and serves as a good example of the types of stocks that
were penalized during the quarter as part of the market rotation. We had trimmed the
position during the quarter as it approached our valuation target, but we believe the
secular growth trends that have boosted earnings in recent years are firmly in place. The
company has rewritten the rules for retail shopping. Amazon’s tremendous scale and
distribution advantage allow it to offer fast delivery of retail goods at cheaper prices. We
believe these competitive advantages will entrench the company as the dominant ecommerce platform for consumers for years to come, allowing it to gain consumers’
wallet share as more shopping moves from physical stores to online and mobile
purchases. Meanwhile, Amazon Web Services is revolutionizing the way companies
utilize IT services, using its scale to offer a disruptive pricing model to businesses
seeking IT functions in the cloud.
Activision Blizzard was another detractor. A weak release of one of the gaming
company’s largest game franchises, Call of Duty, hurt the stock this quarter. Our view of
the company remains unchanged. The move from physical game consoles to digital
gaming is a long-term tailwind we believe Activision is only beginning to realize. As more
gaming takes place on digital platforms, Activision can sell items to gamers in real-time
that boost their in-game performance. Producing fewer physical game cartridges may
also reduce costs for the company. Going forward, we also believe Activision can
increase monetization of games it acquired from King Digital, a mobile gaming operator,
as Activision advertises to those gaming customers for the first time.
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Executive Summary
• U.S stocks slumped early in the
quarter, but rebounded after the
U.S. election.
• The Fund underperformed its
primary benchmark.
• We believe the U.S. economic
outlook has improved. We’ve
made a few changes at the
margins to reflect the improved
economic landscape, but the
bulk of our portfolio remains
invested in companies tied to
enduring secular growth
themes that we believe will
push forward regardless of the
economic backdrop.
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Workday was also a detractor. The stock fell after the company
issued weak guidance, which it blamed on macro factors,
especially in its cloud-based financial management software
vertical. We trimmed the position this quarter, due to concerns
that sales of its financial product to large companies may be
harder to unlock than management initially anticipated.
However, we still like the growth potential of its human capital
management and mid-market financial software.
While a few stocks disappointed during the quarter, we were
pleased by the results of many other companies in our portfolio.
Charles Schwab Corp. was our largest contributor. The stock
benefited from the prospect of rising interest rates, which would
boost the earnings from cash held in customers’ accounts. We
believe the company’s strong brand, which is trusted among
retail investors and registered investment advisers that use its
services, is a strong competitive advantage for the company.
We also believe its size and digital focus gives it a cost
structure advantage, allowing it to offer trading and other
financial services at lower costs than most competitors. Going
forward, we believe the trends of investment advisors seeking
independence from large wirehouses and households seeking

lower cost investing services are long-term secular growth
trends that will benefit Schwab.
Celgene was another contributor. The company reported strong
earnings, driven by growth of Revlimid, its multiple myeloma
therapy. We believe there will be extended use cases for
Revlimid, and remain encouraged by the potential of several
other drugs the company owns. Similar to other biotechnology
holdings in our portfolio, we believe the innovative nature of
Celgene’s therapies, and the long patent protection around
them, represent durable growth opportunities.
Microsoft, a new holding in the portfolio, was another key
contributor. We believe the company’s CEO is reinvigorating the
company. Microsoft has quickly grown to become the secondlargest enterprise cloud platform for businesses, second only to
Amazon. We also think the company has deftly managed the
transition of its legacy software business from perpetual
licenses consumers must purchase to subscription-based
licenses. The stock has been up as the market has come to
appreciate how management has transformed itself from a
legacy software company and how it is positioned for
future growth.

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

Outlook
Some of the enthusiasm reflected in the market’s rise since the
presidential election is likely warranted. The new
administration’s policies could spark better near-term economic
growth and real wage growth for the U.S. consumer. On the
margin, we’ve made a few changes in light of the potentially
improved economic landscape, increasing our exposure to a
few cyclical growth companies. Some of those companies were
among our top contributors to performance this quarter.
While we made a few marginal changes, the bulk of our
portfolio is still invested with companies tied to secular growth
themes that should push forward independent of the
macroeconomic environment. On a relative basis, these

companies did not perform as well as cyclical growth
companies this quarter, but we believe their long-term growth
potential remains compelling.
Many of the companies we hold are tied to secular themes that
are still in their early innings: the shift from offline to online
spending, the shift of enterprise software from on-premises
data centers to the cloud, a proliferation of connected devices
in the home and business, and a growing global middle class, to
name just a few. It’s important to note that these companies
aren’t just exposed to such trends. We believe they have built
competitive moats around their businesses that uniquely
position them as the key beneficiaries or pivotal players driving
these themes forward. We plan to keep a long-term perspective
as we watch these trends unfold in the coming years.
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Top Contributors and Detractors for the Quarter Ended 12/31/16
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Charles Schwab Corp

3.55

0.72

Amazon.com Inc

4.12

-0.54

Celgene Corp

3.64

0.45

Activision Blizzard Inc

2.43

-0.50

Microsoft Corp

6.18

0.34

Workday Inc

1.20

-0.49

Goldman Sachs Group Inc

2.91

0.30

CoStar Group Inc

1.96

-0.35

Vulcan Materials Co

2.55

0.28

Facebook Inc

2.74

-0.33

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

Charles Schwab Corp.: The Charles Schwab Corporation
is a financial holding company focused on securities
brokerage, banking and related financial services. We
believe the company is well positioned to win market share
among retail investors seeking low-cost wealth management
and investment services. We also believe the company will
benefit as more investment advisers leave large wirehouses
and seek Schwab for its brokerage services. Finally, we like
the potential for Charles Schwab to grow its earnings as
interest rates rise and it earns more from reinvesting its
customers’ cash.

Amazon: The online retailer offers a wide range of products,
including books, music, computers, electronics, home and
garden, and numerous other products. Amazon offers
personalized shopping services, web-based credit card
payment and direct shipping to customers. We believe the
company’s competitive advantages of a low overhead cost
structure, allowing an aggressive pricing structure, and faster
shipping will cause consumers to shift an increasing amount
of their general merchandise spending toward it. Given that
roughly 90% of retail sales are still sold offline, we believe
Amazon has significant opportunities ahead, particularly as
they expand into new business lines and geographies.

Celgene: This global biotechnology company seeks to
deliver truly innovative and life-changing drugs for the
treatment of cancer and other severe immune, inflammatory
conditions. We see the potential for continued strong growth
ahead for Celgene’s blood-cancer-fighting Revlimid drug
franchise and believe its additional pipeline products could
further supplement this growth. Some of the new drugs that
could become meaningful contributors include Abraxane for
pancreatic cancer, Pomalyst for refractory multiple myeloma
and a recently licensed drug to treat Crohn’s disease. We
also appreciate management’s willingness to utilize free
cash flow for share repurchases and product acquisitions.
Microsoft: The company develops, manufactures, licenses,
sells and supports software products. We like the growth
potential of its enterprise cloud platform, and also believe it
will benefit now that it has transformed its software
programs from a perpetual license model to a subscription
based service.
Goldman Sachs Group: Goldman Sachs is a multinational
financial services company engaged in global investment

Activision Blizzard: We like the company for its core
business, which has developed several popular gaming
franchises, and believe the company will improve profitability
of those franchises as gaming moves more heavily into a
digital environment. We also believe the gaming company
has the potential to significantly improve monetization of
recently acquired mobile gaming operator King. King has
been one of the few major mobile gaming properties that
does not advertise. Given Activision’s history of managing
key franchises well, we expect the company to be able to
grow the business and have it contribute to revenues on the
back of increased advertising. Furthermore, we like
Activision’s aim of maximizing free-cash-flow generation.
Workday: Workday is a cloud-based human capital
management and financial management provider. We
trimmed the position due to concerns that large companies
may be slow to adopt its financial management offerings.
CoStar Group: We like the recurring revenue streams
associated with CoStar Group’s subscription-based
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Top Contributors (continued)

Top Detractors (continued)

banking, investment management, securities, and other
financial services, primarily with institutional clients. We think
there are powerful network effects around Goldman’s
business. The company’s relationships with corporations,
mutual funds, hedge funds, sovereign wealth funds and
other institutional clients gives it valuable information about
markets it can leverage to build new relationships. We also
like that the company has demonstrated an ability to
profitably navigate both cyclical and secular challenges to its
business, and has continued to invest in the business and
maintain a global footprint, positioning its various banking
businesses to rebound when regional economies strengthen
or trading demand increases.

commercial real estate database and positive optionality
around their new business in the apartment rental market. In
our view, CoStar’s informational database is a wide
competitive moat business that would be difficult for any
competitor to replicate.

Vulcan Materials Company: Vulcan is primarily engaged in
the production, distribution and sale of construction
aggregate materials. We like that there are very high barriers
to entry around their business as the high weight and low
value of the company’s product has necessitated operating
in local markets. A difficult permitting process makes it
difficult for competitors to open new mines to combat the
issue of proximity to the client.

Facebook: The social networking website facilitates the
sharing of information, photographs, website links and
videos among family, friends and co-workers. Recent data,
including fast-growing sales, has given us greater
confidence in the sustainability of Facebook’s core product
and thus the advertising market that should accrete to it. We
believe the company will be among the few mobile platform
operators that disproportionately benefit from meaningful
new developments in advertising/marketing models, which
we believe will develop over the next several years. In
particular, we think we are in the early phase of advertising
dollars shifting to mobile, where Facebook is gaining traction
with app developers, direct response advertisers, brand
advertisers and small- to medium-size businesses.
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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 five portfolio holdings of Janus Forty Fund are: Microsoft Corp (6.05%), Zoetis Inc (5.51%), Alphabet Inc (5.44%), Mastercard Inc (4.28%)
and Amazon.com Inc (4.04%). 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.
Russell 1000® Growth Index measures the performance of those Russell 1000® companies with higher price-to-book ratios and higher forecasted growth
values.
S&P 500® Index measures broad U.S. equity performance.
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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