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Investment Environment
Global technology stocks slipped slightly during the period with weakness concentrated
in home entertainment software and Internet software and services. The strongestperforming subsectors were technology distributors and semiconductor equipment. 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; however,
increased political uncertainty weighed on the technology sector. While cyclicals led
gainers, several historically defensive sectors lagged.
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Performance Discussion
The Fund underperformed its primary benchmark, the S&P 500 Index, and its secondary
benchmark, the MSCI All Country World Information Technology Index, for the period.
Since we believe technology markets are complex, we construct a portfolio with special
attention to downside risk, seeking to balance resilience and optionality. We believe our
focus on stocks that are less volatile on a risk-adjusted basis than those in the MSCI
benchmark and that are well positioned to benefit from the rapid rate of change in
technology will provide better performance for our shareholders over the long term.
Detracting most from relative performance were the Fund’s applications software
holdings, due to both security selection and an overweight to the subsector. An
underweight in legacy technology companies that hold a large portion of their cash
overseas weighed on performance. The market speculated that under the new U.S.
president there is an increased opportunity for these fading companies to repatriate
cash to buy back stock. Taking a long-term view, we have ongoing concerns about the
sustainability of many of these legacy hardware companies despite how much cash they
have overseas. Aiding relative results were our selection of communications equipment
and out-of-benchmark movies and entertainment stocks.
Facebook was a detractor from quarterly performance. During the period, management
stated that it expected revenue growth to moderate in 2017, while it would continue
ongoing investments into the business. While the comments were imbedded in a
consensus-beating earnings report, investors honed in on the guidance for slower
advertising revenue growth and time spent per user, i.e., engagement.
Internet giant Alibaba weighed on results due to weakness in the technology sector
associated with concerns related to policy implications from a Trump presidency – we
disagree and added to the position. Alibaba’s underperformance occurred despite a
strong earnings report released during the period. For the prior quarter, both revenue
and earnings beat consensus estimates, with the former climbing by 55% over the same
period in the prior year. Margins, especially in the core China commerce retail segment,
continued to impress. Importantly, we viewed the increasing amount of business
generated by mobile users as encouraging, as this has, in part, lead to strong
engagement from both merchants and buyers, as well as rising monetization. The report
also lends an eye to the future as cloud revenues rose by over 130% and the company
continues to develop a closed-loop ecosystem, which in our view, should reinforce
Alibaba’s dominant market position in Chinese e-commerce.
Shares in gaming company Activision Blizzard sold off during the quarter, in what we
view as an overreaction to industry data that hinted at softer-than-expected sales in the
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Executive Summary
• Global technology stocks
slipped slightly during the
quarter.
• The Fund underperformed its
benchmark due, in part, to its
software holdings.
• We believe that the cloud and
semiconductors are two
segments of technology with
bright prospects.

Janus Global Technology Fund
Janus Aspen Global Technology Portfolio
4Q16 PORTFOLIO COMMENTARY
company’s flagship Call of Duty franchise. Given our positive
view toward Activision, we added to our position on the
weakness. We believe that the company’s business model of
generating recurring revenue by offering expansion packs for
its games outweighs short-term weakness experienced in any
single product. The company also, in our view, is delivering on
its ability to monetize the assets of recently acquired King
Digital, the maker of Candy Crush Saga.
Software giant Microsoft contributed to quarterly performance,
in part, on a well-received earnings report released during the
period. Total revenue exceeded consensus expectations, with
both Office 365 and Azure – the company’s cloud-computing
business – posting strong results. The company’s personal
computing business continues to outperform the broader PC
market. The report illustrated, in our view, management’s
expense discipline, which was evidenced by an improving
margin story. Importantly, management reiterated its focus on
gross margin improvement, with its commercial cloud business
being a key contributor.

Shares in programmable device company Xilinx gained during
the period as investors increasingly recognized its still small but
expanding business line of programmable processers. While the
company is largely known for its core communications
equipment, demand for its innovative processors is growing as a
range of industries seek to harness the power of artificial
intelligence (AI). Programmable processors are considered to
be better suited to carry out many AI applications compared to
more widely used serial processors. We believe that Xilinx is
well positioned to grow its business in market segments that
are early adopters of AI, namely data centers. Other segments
where we believe AI will gain traction include automotive
and homes.
Also contributing was CommScope Holding, a maker of
broadband communications equipment. CommScope’s stock
rose, in part, due to the increasing deployment of cellular
networks globally. In addition to wireless, CommScope has
benefited from the demand for fiber optic cables, which has
accompanied the proliferation of high-speed Internet.

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

Outlook
Many of the trends within the sector that have excited us during
the year continued into the fourth quarter. The transition to the
cloud is accelerating. Companies are increasingly moving
workloads from physical servers to the cloud, adopting
programs such as Software as a Service (SaaS) and
Infrastructure as a Service (IaaS). That has resulted in
impressive growth rates for industry leaders, including
Salesforce.com and Amazon Web Services.
The same dynamic, however, has placed legacy software and
hardware companies under increasing pressure. We believe the
risks to legacy companies are underappreciated. Investors
continue to hold shares of legacy companies due to the stocks’
attractive dividend yields and still-dominant positions in market
benchmarks. Yet, investors often do not understand the risks to
underlying business models. This is especially true for software
companies that were slow in adopting SaaS and hardware firms
that overlooked the threat of the cloud. Consequently, we are
avoiding the legacy names that we view as most vulnerable as
the industry transitions to the cloud and other
novel applications.
We believe that semiconductors have new opportunities for
growth. Virtual and augmented reality, the Internet of Things
(IoT), and self-driving automobiles, among other new
technologies, require sophisticated chips. These end markets
are providing new sources of growth for semiconductors. While

smartphones garner headlines, other segments reliant upon
semiconductors have more attractive growth trajectories, as
they are earlier in the lifecycle of software adoption.
Similarly, machine learning continues to drive investors’
appetites for IoT. We expect every business sector to develop
IoT applications that “learn” as data are processed and achieve
solutions far beyond the scope of human programmers. These
solutions can improve productivity and efficiencies for
companies, making the technology highly valuable.
While optimistic about the rapid pace of innovation occurring in
the sector and the opportunity it provides us in identifying the
dominant companies of the future, we are mindful of several
near-term risks that could impact performance. In light of
November’s U.S. election and other signs of populism around
the world, the regulatory environment could be changing.
Growing signs of political unrest widen the potential outcomes
for increased regulatory scrutiny of technology companies.
Areas of focus could be trade, jobs and the Internet.
As part of our investment discipline, we are monitoring the
sector’s valuations. While we expect our growth technology
investments to achieve commanding positions over the next
several years, the stock market is also trading at all-time highs.
Therefore, we are tilting our portfolios toward stocks that we
believe are more resilient to downside risk.
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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 (%)

Microsoft Corp

7.94

0.63

Alibaba Group Holding Ltd (ADR)

2.40

-0.43

Xilinx Inc

2.48

0.34

Workday Inc

1.19

-0.41

CommScope Holding Co Inc

0.96

0.28

Zendesk Inc

2.30

-0.41

Netflix Inc

1.09

0.21

Activision Blizzard Inc

1.93

-0.31

Walt Disney Co

1.52

0.18

Facebook Inc

2.59

-0.28

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

Microsoft: The company develops, manufactures, licenses,
sells and supports software products. Microsoft offers
operating system software, server application software,
business and consumer applications software, software
development tools, and Internet and intranet software. We
appreciate its developing cloud business and the fact that it
is moving to a subscription-based business model and away
from licensing its software.

Alibaba Group Holding Ltd.: 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.

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.
CommScope Holding: The company is a global provider of
connectivity and infrastructure products for wireless,
business enterprise and cable broadband networks. Demand
for CommScope's products is driven by rapid growth of data
traffic in both wired and wireless networks due to the growth
of online video usage as well as the continued adoption of
smartphones and tablets, as well as the proliferation of data
centers and cloud-based services. Given industry dynamics
and its competitive positioning, CommScope should benefit
from significant global wireless spending as carriers roll out
4G LTE networks and upgrade 3G capacity to deal with
these megatrends while maximizing their scarce
spectrum resource.
Netflix: The company offers online video streaming services.
We expect increasing demand for Netflix’s services both in

Workday: Workday is a cloud-based financial management
and human capital management software vendor. We think
the company’s cloud-based record keeping solutions for
both human resources and finance departments provide a
faster and less expensive solution than its competitors.
Corporations continue to look to the cloud to transform their
legacy software and Workday stands to benefit.
Zendesk: Zendesk is a leading provider of cloud based
customer service solutions for small- and medium-size
businesses. The company’s collaborative online tools span
the browser, mobile phone, social networks, email, voice and
other forms of communication allowing companies to
engage proactively to help their customers with all manner
of inquiries.
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 (if not the only) 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
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Top Contributors (continued)

Top Detractors (continued)

the U.S. and internationally, as consumers look for cheaper
and more flexible entertainment options relative to cable
television. The company has also amassed critical size and
scale, that will allow Netflix to produce more of its own
content, as opposed to buying it from studios. Finally, user
data gives Netflix a competitive advantage in knowing what
customers want to watch, allowing them to produce desired
content for a specific targeted audience.

revenues on the back of increased advertising. Furthermore,
we like Activision’s aim of maximizing
free-cash-flow generation.

Walt Disney: We like diversified entertainment company
Walt Disney Production’s high-quality content offered
through its media networks and believe it will continue to be
greatly valued by consumers who are increasingly accessing
content through online platforms, wireless networks and
mobile devices. We also like their brand-centric strategy and
ability to monetize through consumer products and
theme parks.

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).
The discussion and data quoted are based upon the results, holdings and characteristics of the Janus Investment Fund ("JIF") mutual fund. Such data may vary for
the Janus Aspen Series ("JAS") portfolio due to asset size, investment guidelines, diversity of portfolio holdings and other factors. We believe the JIF mutual fund
most closely reflects the portfolio management style for this strategy.
As of 12/31/16 the top ten portfolio holdings of Janus Global Technology Fund are: Microsoft Corp (7.87%), Alphabet Inc (7.24%), Amphenol Corp (3.60%),
salesforce.com Inc (3.33%), Tencent Holdings Ltd (3.09%), Microchip Technology Inc (3.00%), Samsung Electronics Co Ltd (2.85%), Adobe Systems Inc (2.57%),
Taiwan Semiconductor Manufacturing Co Ltd (2.57%) and Facebook Inc (2.56%). 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.
S&P 500® Index measures broad U.S. equity performance.
MSCI All Country World Information Technology IndexSM measures the performance of information technology stocks from 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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