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Janus Global Life Sciences Fund

Investment Environment
Global health care stocks slid during the period, with weakness concentrated in health
care technology, health care facilities and life sciences tools and services. Managed
health care stocks in the U.S. generated positive returns due, in part, to optimism about
the potential for reforms under a Trump administration. The sentiment that Washington
may adopt a more business-friendly and growth-oriented posture drove broader markets
higher in the wake of November’s election. While cyclicals led gainers, several historically
defensive sectors lagged.

Portfolio Manager:
Andy Acker, CFA

Performance Discussion
The Fund underperformed its primary benchmark, the MSCI World Health Care Index,
and its secondary benchmark, the S&P 500 Index, for the quarter. We seek to invest in
companies worldwide that are addressing high, unmet medical needs and providing
efficient and cost-effective health care solutions. We believe the health care sector, with
its rapid growth and high complexity, offers abundant opportunities for differentiated
research. We believe understanding both the science and the business behind new
therapies is key to driving long-term results.
Detracting most from relative performance were the Fund’s biotechnology and
pharmaceuticals holdings. Stock selection within health care distributors and life
sciences tools and services contributed to results.

Portfolio Manager:
Ethan Lovell

Executive Summary

Weighing most on Fund performance was Puma Biotechnology. During the period, the
company announced that certain side effects for its Neratinib breast cancer therapy
were higher than anticipated. Also impacting the stock were investors awaiting data for a
possible competing therapy and Puma raising additional capital through an equity
offering. The stock had appreciated considerably during the summer, in part, on
acquisition rumors. As such an outcome does not appear imminent, some of those gains
were given back.
Alder BioPharmaceuticals lost ground during the period as European authorities upheld
parts of a patent of a competing therapy that Alder had challenged. The ruling could
delay the rollout of Alder’s migraine drug in Europe, but also raised concerns about other
regions, including the U.S. We expect that, at worst, this development would likely lead to
Alder having to pay Teva Pharmaceutical a royalty rather than abandoning the migraine
market. We remain excited about the eventual release of phase 3 data of Alder’s
therapy, which is an antibody to prevent migraines.
Health care company Diplomat Pharmacy weighed on performance. Shares in the
specialty pharmacy fell early in the period after the company missed revenue projections
due to a slowdown in sales for hepatitis C drugs. The company also lowered its
operating earnings guidance in this key business category.
A leading contributor to quarterly performance was Actelion Limited. The stock
benefited from being the object of a bidding war between Sanofi and Johnson &
Johnson. As of quarter end, the company was in exclusive negotiations with the latter
about a takeover. Actelion is coveted for its dominant position in the pulmonary
hypertension market. In recent years, the company has launched two leading drugs in
this space, Opsumit and Uptravi.
Page 1 of 5

• Global health care stocks slid
during the period as investors
shifted to more economically
sensitive sectors.
• The Fund underperformed its
benchmark, weighed down, in
part by its pharmaceuticals and
biotechnology holdings.
• We view the steady number of
drug filings as a signal that
innovation remains strong
within the sector.

Janus Global Life Sciences Fund
4Q16 PORTFOLIO COMMENTARY
After having been flat for much of 2016, the stock of AMAG
Pharmaceuticals rallied during the quarter. Behind the
improving sentiment were record sales during the prior quarter
for Makena, AMAG’s therapy aimed at delaying premature
births. The drug presently enjoys orphan status, which is set to
expire in 2018. Some investors expect that this may be
extended should changes in how patients receive Makena be
approved. At present, the drug is administered via painful
intramuscular injections. The company is developing a lessinvasive delivery method using smaller subcutaneous injections.
The popularity of Makena is, in part, due to its potential to
mitigate the high costs of care for premature infants.

Celgene registered a strong quarter due, in part, to a solid
earnings report. Sales grew by 28% year over year, driven
largely by volumes, but also with contributions from price gains.
Earnings rose by a similar amount and operating margins
expanded. A key driver was blood cancer drug Revlimid, whose
sales rose by 30% year over year to $1.9 billion. We find this
figure especially impressive given that the product has been on
the market for 10 years. Sales of other products, including
Otezla, were strong. We expect this to continue as Otezla
reimbursements are only starting in Europe and should
commence in 2017 in Japan. Management also raised full-year
sales and revenue guidance.

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

Outlook
Our enthusiasm toward the sector continues to be fueled by the
rapid pace of innovation addressing high, unmet medical needs.
While the number of FDA drug approvals in 2016 did not match
the level achieved in the previous year, the rate of filings
remained strong. Additionally, several approvals slated for 2016
were pushed forward into late 2015 based on compelling trial
data. When taken in aggregate, the pace of approvals over the
past three years is well above its long-term average.
Several recently launched therapies, in our view, are well
positioned to have a strong 2017. Biogen’s Spinraza is the first
drug aimed at treating spinal muscular atrophy, the leading
genetic cause of infant mortality. We also believe that there will
be significant demand for Shire’s Xiidra, the first drug to
address both the signs and symptoms of chronic dry eye
disease. AbbVie and Roche’s Venclexta stands out as the first
in a new class of extremely potent cancer drugs, which
stimulate cancer cells to destroy themselves.
Innovation is also evident in an array of new devices. New
transcatheter valves stand to improve the outcomes of patients
with cardiovascular disease and the industry is moving closer to
an algorithm-driven, closed-loop system that can monitor and
administer insulin for diabetics, thus performing many of the
functions that would normally be regulated by a pancreas.
The results of November’s U.S. presidential election potentially
impact much of the sector. U.S.-focused health care firms could
benefit from a lower tax burden, which would materially raise
long-term earnings. Companies with large foreign subsidiaries –
and earnings trapped overseas – may be poised to repatriate

cash under more favorable conditions. Access to this capital
could fuel additional industry consolidation. Even prior to the
election, deal activity had picked up, driven in part by compelling
valuations. Low stock prices translated into significant
premiums in recent deals, a trend we expect to continue.
Biotechnology and medical technology companies, in particular,
commanded attractive prices.
The transition from fee-for-service to value-based payments
should continue and presents a sea-change for the sector. We
expect these reforms will create a climate where true innovation
in health care delivery is possible. Companies that create the
most efficient products and services stand to be the
largest beneficiaries.
The potential for change represented in the election’s outcome
brings with it near-term uncertainty. While much of the
campaign’s rhetoric centered on “repealing and replacing” the
Affordable Care Act (ACA), we believe the Trump
administration will move slowly on the replacement phase,
allowing sufficient time for transition. Health exchange
subsidies, for example, may continue for a period, and
congressional leaders have signaled their intent to alter the
mechanics of Medicaid expansion, rather than repealing it.
In addition to these opportunities, we continue to monitor a
range of potential challenges to the sector. The recent backlash
against drug prices, along with consolidation among payers,
represents an impediment to what drug companies can charge.
While Republican control of Congress may lead to less
government pressure on drug pricing, we expect that insurers
will continue to act as a headwind to pricing.
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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 (%)

Actelion Ltd

1.73

0.35

Puma Biotechnology Inc

0.50

-0.53

Celgene Corp

2.81

0.31

Alder Biopharmaceuticals Inc

0.97

-0.46

AMAG Pharmaceuticals Inc

0.92

0.29

Teva Pharmaceutical Industries Ltd
(ADR)

1.74

-0.45

Bristol-Myers Squibb Co

3.36

0.28

Diplomat Pharmacy Inc

0.40

-0.43

Humana Inc

1.95

0.26

AstraZeneca PLC

2.59

-0.43

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

Actelion: The Switzerland-based biotechnology company’s
products are focused on the pulmonary arterial hypertension
(PAH) market. We believe Actelion can maintain and then
substantially grow its share of the PAH market over time,
which should lead to substantial operating leverage and
cash flow growth. Actelion’s dominant drug is Tracleer,
which is set to face generic competition in 2017; however,
the company has launched a follow-on drug, Opsumit, which
we believe should pick up most of the future revenue losses
in Tracleer. More importantly, the company launched a new
entrant into the PAH market in 2016 that could substantially
expand its revenue potential per patient as much of its use
will be in combination with Opsumit. Actelion is currently
engaged in discussions as a potential acquisition target for
Johnson & Johnson which has led to recent outperformance
of the shares.

Puma Biotechnology: The development-stage
biotechnology company develops novel therapeutics for the
treatment of various forms of cancer. Puma focuses on inlicensing drug candidates that are undergoing or have
already completed initial clinical testing and then seeks to
further develop those drug candidates for commercial use.
Puma’s lead drug Neratinib was recently filed with the FDA
and European Medicines Agency, with the hope of a launch
in 2017 for the treatment of early-stage breast cancer. We
believe the stock still offers value based on the potential for
Neratinib in breast cancer, and think Puma could be an
attractive acquisition candidate.

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.
AMAG Pharmaceuticals: AMAG Pharmaceuticals is a
specialty pharmaceutical company focused on the maternal
health and anemia management markets. We believe that
investors underappreciate the durability of the company’s
lead product, Makena, which has orphan drug status through
February 2018. The company is developing a secondgeneration product that if successful could replace Makena
and add an incremental decade to the product’s life. The

Alder BioPharmaceuticals: Alder is a Seattle-based
biotechnology company with a novel antibody production
platform and a seasoned management team. The company
is focusing on its lead compound, a potential prophylactic
treatment for severe migraine headaches, a disease which
afflicts over 10 million patients in the U.S. alone. We think
the stock is undervalued based on the potential for its lead
product for migraine prevention.
Teva Pharmaceutical: The global pharmaceutical company
develops, manufactures and markets generic and branded
pharmaceuticals as well as active pharmaceutical
ingredients. We believe a new CEO is creating value through
streamlining operations, deploying capital more effectively
and increasing credibility and sentiment with the market.
After a period of poor capital allocation, lack of cost controls
and a dysfunctional board of directors, Teva’s potential for
positive change appears high, in our view. Recent
acquisitions have positioned Teva as the largest generic
pharmaceutical company in the world and we think the scale
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Top Contributors (continued)

Top Detractors (continued)

timeline to develop and introduce the next generation
product is tight, but we believe the company will execute on
the switch. In the near term, Makena and the company’s
second-largest product, Feraheme, are performing better
than expected, which should lead to financial
outperformance against expectations. Importantly, the
company has a relatively clean balance sheet and generates
meaningful cash flow.

and efficiency gained from these acquisitions could be an
important advantage for Teva going forward.

Bristol-Myers Squibb: We like the potential for the
company’s immuno-oncology franchise, headlined by Opdivo,
which is proving effective in treating an expanding number
of cancers, and is already approved for the treatment of lung
cancer, kidney cancer, skin cancer, head and neck cancer
and Hodgkin’s lymphoma. We are also excited about the
potential for combinations of Opdivo with other immunooncology agents in development.
Humana: Humana is a managed care company whose
business model focuses on the Medicare Advantage market.
It was announced in 2015 that rival Aetna would acquire the
company and the transaction is currently undergoing
regulatory review. We see attractive financial and strategic
synergies with Aetna and Humana's Medicare Advantage
business. A Department of Justice regulatory process will be
completed in 2017. We like Humana regardless of
regulatory approval of the deal because we view their
earnings power as underappreciated, specifically because of
their strong Medicare Advantage growth, improved cost
structure and potential for share repurchase.

Diplomat Pharmacy: We view Diplomat as a pure play
specialty pharmacy. It is the largest independent specialty
pharmacy with a less than 5% market share. We believe the
company has several open-ended growth qualities. Among
them are acquisitions, market share gains, specialty drug
launches and drug inflation. We also like that most of
Diplomat’s products are for chronic conditions, which
translates to a recurring sales base, and they benefit from all
successful products, regardless of the manufacturer.
AstraZeneca: The company researches, manufactures and
sells pharmaceutical and medical products, with a focus on
eight therapeutic areas: gastrointestinal, oncology,
cardiovascular, respiratory, central nervous system, pain
control, anesthesia and infection. We appreciate the
company’s emerging portfolio of immunotherapy assets in
oncology, a particularly attractive area in
pharmaceutical research.
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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 Global Life Sciences Fund are: Amgen Inc (3.52%), Eli Lilly & Co (3.34%), Bristol-Myers Squibb Co
(3.30%), Aetna Inc (2.91%), Celgene Corp (2.77%), Boston Scientific Corp (2.75%), Shire PLC (ADR) (2.74%), Sanofi (2.66%), Pfizer Inc (2.60%) and
AstraZeneca PLC (2.52%). 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.
MSCI World Health Care IndexSM is a capitalization weighted index that monitors the performance of health care stocks from developed market countries in
North America, Europe and the Asia/Pacific Region. The index includes reinvestment of dividends, net of foreign withholding taxes.
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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