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Janus Global Real Estate Fund

Investment Environment
Last quarter, we devoted this space to a guarded celebration of the much-anticipated
official move of global real estate into its own Global Industry Classification Standard
(GICS) sector, opining that one crucial benefit of the move would be a heightened
awareness from generalist equity managers, who have been chronically underweight the
sector for years. We also said that, “While we too are excited about the move and
strongly believe it will prove very beneficial over the long term, we can’t help but worry
that this has a bit of a ‘be-careful-what-you-wish-for’ feel to it. Sometimes these
momentous events just seem to have an uncanny knack for signaling a top, and with the
sector having outperformed the broader market over the one-, three- and five-year time
frames, a little apprehension is probably justified.” Well, unfortunately, we got that last
part right, as the sector spotlighted its newfound independence by turning in one of its
worst quarters in years (down 5.7%).
Of course, it wasn’t the new GICs sector that pummeled real estate; that was largely just
a cosmetic/technical change. So what did precipitate the sell off? Interest rates. As we
all now realize, the world changed in a manner very few foresaw on November 8,
unleashing a mad scramble to better align with the “new world order,” which triggered
some fairly dramatic market moves. One of those moves was a 20 basis point spike in
the yield on the 10-year U.S. Treasury on November 9. From there, rates marched higher
right up to and through early December when the Federal Reserve (finally!) raised rates
and suggested further hikes ahead. The signaling was clear, and, even though it heralds
some short-term headwinds for our sector, we hope it holds. (Regular readers are aware
of our deep-seated skepticism about both the efficacy and merits of the unprecedented
intervention of central banks, and our overriding view that the severity of the unintended
consequences that will inevitably arise from this protracted period of zero – or near zero
… or negative – interest rates only increases the longer these policies are kept in place.)
So here’s to monetary normalization, even if it causes some speed bumps along the way.
Better still, let’s hope it’s accompanied by some well-thought-out fiscal stimulus and progrowth policies, as the markets seem to currently anticipate. Commercial real estate may
not lead the charge, but if the economic engine, long stuck in neutral, finally leaves the
station and gathers speed, the landlord to the global economy will be along for the ride.

Performance Discussion
The Fund outperformed its benchmark, the FTSE EPRA/NAREIT Global Index, during
the period. Relative outperformance was largely the result of superior stock selection,
with the Fund’s selection of U.S. securities being the largest source of gains. Stock
selection within Australia and Japan, on the other hand, weighed on relative results. Also
detracting from relative performance was the Fund’s overweight positioning in Germany.
While country allocation, overall, detracted from relative results, overweights to certain
geographies, namely China and Hong Kong, mitigated some of these losses. Within the
Fund, our out-of-benchmark holding in copper, followed by real estate services,
generated the strongest absolute returns. Our out-of-benchmark holding in casinos and
gaming, followed by health care real estate investment trusts (REITs), had the weakest
absolute performance. The Fund’s holdings in diversified REITs and underweight to retail
REITs contributed most to relative return. The Fund’s holdings in residential REITs and
overweight to real estate operating companies were the top detractors.
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Executive Summary
• Global real estate stocks
declined during the quarter.
• The Fund outperformed its
benchmark, with stock
selection in diversified REITs
and an underweight to retail
REITs contributing most to
relative results.
• We think the market’s volatility
is conducive to outsized gains
for a strategy like ours, which
tends to differ from major
indices and gravitate toward
attractively valued, off-thebeaten-path opportunities.
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For detailed performance information or to download a Fact Sheet, please visit www.janus.com/funds

Outlook
Well, we got the volatility we predicted in last quarter’s
commentary; although we must admit much of it was clearly the
result of the outcome of the U.S. presidential election,
something we certainly didn’t anticipate. Either way, that
volatility led to a stock-picker’s market, which we believe
worked to our benefit. To wit, the Fund had a good quarter on a
relative basis, finishing well ahead of its index and making up
for much of the lost ground from earlier in the year. We hope
this choppiness carries forward, as we think it’s conducive to
outsized gains for a strategy like ours that tends to both differ
markedly from the indices and gravitate toward what we view as
more attractively valued off-the-beaten-path opportunities.
We’re fully aware, however, that we could just as easily slip back
into a macro-driven, risk-on/risk-off environment, where passive
strategies (exchange-traded funds, index funds) garner the bulk
of the flows and seemingly dictate the market’s winners
and losers.

Experience tells us that it’s a fool’s errand to espouse high
conviction in any sort of global outlook, but we are confident in
one thing going forward. That is that the U.S. election has
dramatically altered the investment backdrop globally. Maybe
we, and the markets, are getting ahead of ourselves. An
abundance of uncertainty remains; misguided protectionism
and a trade war seem as much a possibility as a global
economic boom; and the entrenched bureaucracy of
Washington has a way of smothering and making a mishmash
of ambitious political reforms. But put us in the optimists’ camp,
if for no other reason than we are certain that the course we
were on was ill-considered, self-defeating and bound to end
poorly. A return to conventional monetary policy, a rekindling of
animal spirits, and a private sector incentivized to invest in their
businesses and create jobs rather than engage in unproductive
financial engineering strike us as highly feasible potential
positives. We certainly hope we get there because we know
that will produce the kind of constructive economic environment
in which our investments will thrive.

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

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

NorthStar Realty Finance Corp.

1.97

0.29

Simon Property Group Inc

3.66

-0.53

Chatham Lodging Trust

2.70

0.27

Aroundtown Property Holdings PLC

4.55

-0.48

Armada Hoffler Properties Inc

2.37

0.21

Kennedy-Wilson Holdings Inc

4.47

-0.39

New Home Co Inc

2.14

0.18

ADO Properties SA

1.70

-0.29

Pebblebrook Hotel Trust

1.18

0.13

CapitaLand Ltd

2.24

-0.26

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

NorthStar Realty Finance: NorthStar is a U.S.-based REIT
involved in real estate lending/private equity and the
ownership of commercial properties, the bulk of which are
health care facilities, hotels or manufactured housing
communities. We believe the company has been overly
punished for the external management structure that
resulted from the spin-off of its asset management group,
and we expect the three-way merger with its manager,
NorthStar Asset Management Group (NSAM), and Colony

Simon Property Group: This owner of regional malls and
outlet centers is the largest of the U.S. REITs and the largest
component of the global index. We believe the company has
top-of-the-line assets; relatively stable cash flows; a strong
balance sheet; a disciplined external growth strategy that
extends overseas; and liquidity, which we think makes it the
go-to stock for generalist investors when they want to
increase their real estate allocations. Moreover,
fundamentals for Class A malls remain strong, while there
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Top Contributors (continued)

Top Detractors (continued)

Capital (CLNY) will help close the significant discount to net
asset value reflected in the current stock price.

are ongoing significant concerns about the health of the B
and C assets (this actually further benefits Simon given it
recently completed the spin-off of its lower-quality
properties – mostly Class B malls and strip centers).

Chatham Lodging: Chatham is a U.S. REIT that was
launched in 2010 to invest in upscale extended-stay and
branded select-service hotels. In its relatively brief existence,
the company has assembled what we consider a solid
portfolio of hotel properties, and its focus on select service, a
sector most of the hotel REITs shy away from, provides an
attractive growth opportunity, in our opinion. Coming off of a
strong couple of years, the stock has been disappointing of
late, as supply has ramped and the entire sector has come
under pressure. We still see good value and decent growth,
and we’re confident that we’ve invested with a management
team that won’t be shy about taking chips off the table when
they feel the upcycle is nearing its end.
Armada Hoffler Properties: Armada Hoffler is a small cap,
full-service real estate developer and owner focused on the
mid-Atlantic region of the U.S. The company operates an
integrated real estate model with its own construction
business, allowing them to participate in a larger array of
projects and be more selective on the assets that they will
ultimately own and operate on a go forward basis. In
addition, it takes a “sharpshooter” approach to regional
diversification, concentrating on just a few core markets
including Virginia Beach, Baltimore and Raleigh-Durham.
Armada Hoffler has a significant announced and shadow
pipeline of development that should aid growth in both the
near-term and into the future.
New Home Co.: This recently listed, small-cap company is
largely focused on developing in in-fill California markets
(Orange County, Silicon Valley/San Francisco and
Sacramento). Its home prices typically range from $300,000
to $400,000 in Sacramento, and up to $2 million-plus in
Orange County. The company also does fee-based building
for the Irvine Company, and it earns income from several
joint ventures it formed to make strategic land acquisitions.
We believe this is a very talented management team, and it’s
one that timed the last real estate cycle very well.
Pebblebrook Hotel: Listed in late 2009 as a blind pool,
Pebblebrook has already grown into an approximately $4
billion hotel REIT. We have a high level of confidence in its
management team, and we think they’ve done an
exceptional job of acquiring and repositioning/upgrading
hotels in multiple U.S. markets. If, as we continue to believe,
the upcycle for the hotel industry has at least a year or two
left to run, Pebblebrook should be well positioned to
continue generating strong returns.

Aroundtown Property Holdings: Aroundtown is a
specialist real estate company that invests in value-add,
income-generating properties, primarily in Germany. We
believe it has a proven business model predicated on
operational excellence, off-market acquisitions, and a focus
on high-barrier-to-entry markets. We also like its
conservative financial profile, and view it as a defensive
investment opportunity that provides direct exposure to both
an existing portfolio with strong cash flow and a compelling
acquisition pipeline.
Kennedy-Wilson Holdings: This California-based real
estate private equity firm has, in our opinion, proved an
astute buyer of commercial real estate, which has allowed it
to significantly grow its assets under management in recent
years. We believe it continues to execute well in its home
market of California, where it’s active in the multifamily and
office sectors, and we continue to like the company even
after the spin-out of its European business, Kennedy Wilson
Europe Real Estate (KWE).
ADO Properties: ADO is a large owner of rental apartments
in Berlin. As such, we expect it to benefit from a lack of new
residential supply coupled with positive net migration. ADO’s
portfolio is predominantly high-quality units located in prime
city-center locations, and we anticipate its growth will be
fueled by strategic redevelopment opportunities and one-off
acquisitions at prices well below replacement cost.
CapitaLand: Singapore-based CapitaLand has continued to
emphasize its renewed focus on returning capital to
shareholders and simplifying what had become an
increasingly complex corporate structure. The most recent
major move along these lines involved buying back their
retail business, which they had spun out into a separate
entity several years ago. We believe these moves should
help re-establish the company’s credentials as an attractive
vehicle for investing in real estate in Singapore and China,
and they have helped restore our confidence in one of the
core tenets of our investment thesis – that CapitaLand is an
astute allocator of capital, which it historically has been.
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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 Real Estate Fund are: Aroundtown Property Holdings PLC (4.35%), Kennedy-Wilson Holdings Inc
(4.28%), American Tower Corp (3.75%), Simon Property Group Inc (3.51%), St Joe Co (2.88%), Chatham Lodging Trust (2.58%), Atrium European Real Estate
Ltd (2.41%), Kenedix Retail REIT Corp (2.32%), Armada Hoffler Properties Inc (2.27%) and Kennedy Wilson Europe Real Estate Plc (2.20%). 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.
Real Estate Investment Trusts (REITs) may be subject to additional risks, including interest rate, management, tax, economic, environmental and
concentration risks.
FTSE EPRA/NAREIT Global Index is a global market capitalization weighted index composed of listed real estate securities in the North American, European,
Asian and South American real estate markets including both developed and emerging markets.
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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