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Investment Environment
Global stocks began the quarter cautiously, with many benchmarks flat during October
as investors awaited clarity on the outcome of U.S. elections and moves by major central
banks. Lingering reluctance seemed to dissipate after Republicans won control of the
White House and Congress. Risk assets rallied over the remainder of the period on the
expectation the new administration would champion pro-growth initiatives. Financials
were among the strongest sectors, not only due the prospects of faster economic
growth, but also on the expectation the Federal Reserve (Fed) would raise interest rates
in December, which it ultimately did. Energy stocks got a boost from OPEC’s
announcement that it intended to cut crude oil production. Later in the period, Italy’s
rejection of a referendum on political reform and the European Central Bank’s (ECB)
extension of its bond-buying program – but at lower monthly levels – were not enough
to sour investor optimism. While financials, energy and industrials led gainers, several
historically defensive sectors lagged the broader market.

Performance Discussion
The Fund outperformed its benchmark, the MSCI All Country World Index, during the
period. We employ a high-conviction investment approach that seeks strong riskadjusted performance over the long term. Over time, we believe we can drive excess
returns in a risk-efficient manner by identifying companies with free-cash-flow growth
that is underestimated by the market. This quarter, we were pleased to see our
conviction rewarded, as some of the stocks we held in previously beaten down areas of
the market were among our top performers.
Stock selection in the financial sector was a particularly large driver of relative
outperformance. Several of our large bank holdings, including Morgan Stanley and
Citigroup, were up significantly during the quarter as the market anticipated what an
improving global economy could mean for banks. In previous commentaries we pointed
out the opportunities we saw among bank stocks, which were trading at substantial
discounts to their tangible book value at the beginning of the year. Our view was that
these banks benefited from a more concentrated industry, and that they carried more
capital and less risk than at potentially any point in their recent history. The market is
finally coming around to the opportunity ahead for banks, where low interest rates
compressed net interest margins by 70% over the last decade and a weak economy
reduced capital market activity and loan demand. Even a small pickup in economic
activity or increase in rates could have powerful effects on their bottom lines.
Outside the financial sector, we were pleased by the results of many other companies in
the portfolio as well. United Continental was one of our largest contributors. Improved
pricing metrics helped lift airline stocks, as did news that a famous value investor was
taking a substantial ownership stake in major airline companies. The market took the
ownership stake as a vote of confidence about improvements to the structure of the
airline industry, which we previously mentioned in our commentaries. In our view, industry
consolidation is beneficial for major airlines such as United. With a smaller number of
companies controlling a greater portion of flights, major airlines are able to reduce
capacity and improve pricing. With improved pricing power, airlines such as United have
hit record levels of profitability, and are returning cash to shareholders. We continue to
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Executive Summary
• Global stocks rallied after the
U.S. elections.
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benchmark. Stock selection in
the financial sector was a large
driver of relative
outperformance.
• We believe a pickup in U.S.
growth could have a powerful
effect on the rest of the world,
and that our portfolio is
positioned for the changes
ahead.
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like the outlook for the industry, and more specifically, United,
where a new CEO built a powerful management team
around him.
While there were a number of bright spots in the portfolio, our
stock selection in the consumer discretionary sector detracted
from relative results. Two stocks, GVC Holdings and Sony, were
large detractors. GVC has been a strong performer this year
and we believe some of its decline was due to profit taking by
some investors. The potential for regulatory change in the UK’s
gaming sector also had a negative impact on the stock. We
continue to have a high level of conviction in the company. We
like the potential for the Internet-based gaming company to
grow both its sports betting and casino-oriented gaming
businesses. We also expect the company to benefit from its
acquisition of Bwin.Party Digital Entertainment, as we believe
GVC’s management team will improve its operations and cut
costs from the business.
Sony’s stock fell during the period as investors gravitated
toward Japanese stocks that benefit from a weaker yen. Since
much of Sony’s cost base is in dollars, it doesn’t benefit from a
weaker currency the way many Japanese exporters with local
costs do. Concern about weak demand for one of its

competitors’ lead gaming franchises also created some
negative sentiment around the video game industry. Neither of
these issues changes our view on the company. We believe the
management team improved Sony in recent years by selling
noncore assets and closing underperforming businesses. We
also see momentum around Sony’s gaming business and
believe the trend away from physical media to digital downloads
will improve the profitability of the gaming business. The
potential of Sony’s music business to benefit from streaming is
also overlooked, in our view.
AIA Group was another detractor. Concerns about the strength
of the Chinese economy, a large market for the global
insurance company, weighed on the stock during the quarter. A
rotation out of higher-multiple financial stocks such as AIA and
into financial stocks with lower valuations also affected the
stock. None of these near-term issues affects our long-term
outlook for the company, however. We believe the company is
well managed, and appreciate its strong balance sheet and
conservative investment portfolio. We believe AIA is poised to
benefit as a growing middle class in China and other emerging
markets turn to insurance companies to preserve their
newfound wealth.

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

Outlook
We believe the U.S. election could be a game changer for the
global economy. With less political gridlock, a Republicancontrolled White House and Congress are likely to reduce
corporate taxes, increase fiscal spending, and perhaps most
important, bring back animal spirits that encourage businesses
and consumers to start spending again. The latter could be
particularly good for the economy. Central banks have injected
liquidity into the economy for years with only mixed results, in
large part because monetary velocity has never been lower. But
if businesses have a more favorable view of economic
prospects and the regulatory environment, we expect them to
get off the sidelines and increase investments to grow their
businesses. Repatriation of cash overseas could also
encourage businesses to invest. As these changes work their
way through the economy we expect inflation to pick up, which
could be good for equities.
A rise in U.S. growth could have a powerful effect on the rest of
the world too. As inflation picks up and the U.S. starts raising
interest rates, foreign currencies could weaken further,
benefiting exporting economies in Japan, China and Europe.

The one risk to the global economy is how trade policies evolve,
but we think the strongest statements from the Trump
administration against global trade are primarily rhetoric. The
U.S. will likely walk away from the Trans-Pacific Partnership
(TPP), and we would not be surprised to see new incentives for
U.S. companies to build locally, but we do not expect trade wars
to ensue. Instead, a stronger dollar and increased U.S. demand
should be a net positive internationally.
Importantly, we believe our portfolio is positioned for the
positive changes ahead. As we highlighted in the performance
discussion above, we said for some time that global banks were
trading at deep discounts due to fears of a recession and even
a potential financial crisis. We thought those fears were
overblown, and took positions in a number of banks we believe
were high-quality franchises. Some of those banks were top
performers this quarter, and we continue to like their prospects
as the global economy improves and interest rates pick up.
Outside the financial sector, we took advantage of other buying
opportunities among undervalued companies with sound
fundamentals that, until recently, were ignored by the market in
favor of more defensive stocks. We look forward to how these
companies perform in the months ahead.
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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 (%)

Morgan Stanley

3.24

0.98

GVC Holdings PLC

2.14

-0.43

Citigroup Inc

3.86

0.88

Alibaba Group Holding Ltd (ADR)

2.31

-0.42

United Continental Holdings Inc

1.88

0.67

AIA Group Ltd

2.50

-0.42

MGIC Investment Corp

2.27

0.54

Mallinckrodt PLC

0.84

-0.34

Sumco Corp

1.05

0.50

Sony Corp

2.17

-0.32

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

Morgan Stanley: Morgan Stanley is a global financial
services firm that is a market leader in securities, asset
management and credit services. The company made great
strides in improving its balance sheet with capital and
liquidity levels at record highs. We view positively the
transition toward management’s growth of its wealth
management businesses to be less capital- and liquidityintensive and to lower earnings volatility.

GVC Holdings: GVC Holdings is a UK-based sports-betting
and online-gambling operator. We are optimistic about the
company because we see its online gaming as highly
scalable, with a high potential return on invested capital.

Citigroup: The global diversified financial services holding
company’s businesses provide consumers, corporations,
governments and institutions with a broad range of financial
products and services. We feel the company will benefit from
a restructuring effort led by a new CEO, who is focused on
operations, efficiency and capital allocation. Meanwhile, the
bank’s core business should benefit from an improving U.S.
housing market. Citigroup also has impressive growth
franchises, including Asian and Latin American retail
banking, transaction services, and emerging market
securities and banking. We also consider its capital
adequacy levels strong.
United Continental Holdings: United Continental is one of
the world’s largest airline carriers. The company has upside
potential, in our view. Returns on invested capital are rising
and likely to improve due to scale advantages after United’s
merger with Continental. Moreover, the airline has pricing
power for the first time in decades due to industry
consolidation and resulting capacity reductions.
MGIC Investment Corp.: As a mortgage insurer, MGIC is
writing high-quality new business that should result in strong
returns in what we expect to be a sustained recovery in the
U.S. housing market. We recognize this holding is subject to

Alibaba Group Holdings: The Chinese e-commerce
company provides consumer-to-consumer, business-toconsumer and business-to-business sales services via web
and mobile platforms. We think increasing spending power
for the Chinese consumer and rapid growth in e-commerce
in China are long-term tailwinds for the company.
AIA Group: The company offers insurance and investment
products to individuals and businesses in the Asia-Pacific
region. As emerging market consumers grow their wealth,
we think AIA is poised to benefit as more of these
consumers seek insurance products to preserve that wealth.
We also like the potential of management to grow the
business in underpenetrated regions.
Mallinckrodt Pharmaceuticals: The pharmaceutical
company was spun off from Covidien. We believe the
management team at Mallinckrodt will continue to reduce
costs and improve the management of its existing assets.
We also like the potential for some of the company’s
treatments including Ofirmev, an acetaminophen injection
the company obtained as part of an acquisition, and also
Xartemis, an extended-release, abuse-deterrent
pain treatment.
Sony Corp.: Sony manufactures audio, video, game,
communications devices and components for the consumer
and professional markets. The company's other businesses
include movies, music, online businesses and financial
products including life insurance. We believe Sony is
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Top Contributors (continued)

Top Detractors (continued)

sentiment about the macroeconomic environment, but
expect it to recover and generate substantial returns as the
U.S. residential real estate market normalizes.

significantly undervalued given recent changes management
has made, such as selling noncore assets and closing
underperforming businesses. We also think the company is
well positioned to benefit from strong trends in the gaming
business. Finally, we like that its music business is gaining
market share as more consumers stream music services.

Sumco Corporation: Sumco is one of the largest
manufacturers of silicon wafers used in the semiconductor
industry. Given its market position, the Japan-based
company should benefit from increased demand and
constrained supply for silicon wafers. We think the market is
underappreciating the potential for significant price
improvement for silicon wafers and its impact on the
company’s profitability. Additionally, the company has hidden
value in deferred tax assets that are not reflected in its
balance sheet, in our view.

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 Select Fund are: Citigroup Inc (3.81%), Morgan Stanley (3.20%), TOTAL SA (2.73%), BNP Paribas
SA (2.67%), Coca-Cola Co (2.53%), AIA Group Ltd (2.45%), Air Products & Chemicals Inc (2.33%), Alibaba Group Holding Ltd (ADR) (2.28%), Mitsubishi UFJ
Financial Group Inc (2.24%) and MGIC Investment Corp (2.24%). 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 All Country World IndexSM is an unmanaged, free float-adjusted market capitalization weighted index composed of stocks of companies located in
countries throughout the world. It is designed to measure equity market performance in global developed and emerging markets. The index includes reinvestment
of dividends, net of foreign withholding taxes.
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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