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Janus Growth and Income Fund

Investment Environment
U.S. stocks began the quarter cautiously, with many benchmarks flat in October, as
investors waited for the outcome of the November election and Federal Reserve (Fed)
policy decisions. Following the election of Donald Trump, risk assets rallied for the
remainder of the quarter on optimism that the new administration will likely champion progrowth initiatives. Financials were among the strongest sectors, due not only to the
prospects for faster economic growth but also the expectation that the Fed would raise
interest rates in December, which it ultimately did. Improvements in a key manufacturing
survey and steady job gains were factors in allowing the Fed to act. Energy stocks got a
boost from OPEC’s announcement that it will cut crude oil production in 2017.
Industrials outpaced the broader market, as investors priced in future infrastructure
programs. Some traditionally defensive sectors lagged.
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Performance Discussion
The Fund outperformed both its primary benchmark, the S&P 500 Index, and its
secondary benchmark, the Russell 1000 Growth Index, for the quarter. We seek to
provide our clients with both growth of capital and quarterly income. As part of that
investment mandate, we focus much of our research efforts on identifying large, wellestablished companies that should be in a position to grow free cash flow and continue
increasing their dividend over longer time horizons. We think investing in companies that
pay out the majority of their free cash flow in dividends and have the ability to grow their
dividends over time will drive better risk-adjusted performance over the long term.
Many of the fund’s top performers were in the financial sector, including JPMorgan
Chase. In October, the global financial services company reported quarterly earnings that
beat consensus estimates. Revenues also increased, thanks in part to a rebound in the
bank’s fixed income, currency and commodities (FICC) trading business. Following the
November election, the stock climbed on expectations that President-elect Trump will
help drive higher interest rates, faster economic growth and less regulation. We believe
JPMorgan will continue to gain market share across its many business segments and be
a beneficiary of economic growth.
Another top contributor was CME Group, an options and futures exchange. The stock
benefited from rising interest rates during the quarter, which caused investors to
reposition investment portfolios. That, in turn, boosted trading fees for CME. We continue
to like the stock and believe the company should benefit from regulatory tailwinds, an
increasingly global user base, and the digitization of its markets, which include U.S.
interest rates, U.S. equity futures and commodities.
Chevron also contributed to performance. The integrated oil and gas giant benefited
from higher oil prices as a result of OPEC’s November announcement that it will cut
production. In addition, Chevron released its 2017 budget for capital expenditure
(capex), which showed a year-over-year decrease of 15%, larger than consensus
estimates. Reduced spending should bolster the company’s free cash flow. Chevron also
has an enviable position in the Permian Basin (spanning part of Texas and New Mexico)
compared with other integrated oil and gas peers and could ramp up production
meaningfully if oil prices rise in 2017.
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Executive Summary
• Following Donald Trump’s
election, many benchmarks
finished the quarter with gains.
• The Fund outperformed its
benchmarks during the period.
• We believe expectations for
strong economic growth in
2017 will create investment
opportunities in stocks.
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While the aforementioned stocks added to performance, other
holdings weighed on the Fund’s return. Leading detractors were
largely concentrated in the health care sector, which lagged the
S&P 500 during the quarter due, in part, to uncertainty about
the delivery and cost of health care. Medtronic was one such
detractor. During the quarter, the medical-device maker
reported sales that were below guidance and consensus
estimates, as customers delayed purchases in anticipation of
new products coming to market. In addition, the company
misanalysed the replacement cycle of cardiac rhythm
management devices (such as pacemakers and defibrillators)
and overseas sales declined. Still, Medtronic’s revenues could
improve as patients eventually adopt new products, such as
Medtronic’s automated insulin-delivery device for type 1
diabetes, recently approved by the Food and Drug
Administration (FDA).
Teva Pharmaceutical Industries, a generic and specialty drugs
maker, also detracted. We own shares of the company’s

convertible preferred stock, which declined during the quarter
when Teva announced that quarterly revenues fell short of
consensus estimates. Teva also dismissed its chief executive
officer, which weighed on investor sentiment. While we are
disappointed by these events, Teva remains the top provider of
generic drugs in the world and has a solid pipeline of generic
and specialty drugs. In addition, the stock has a sizable yield,
and we think the company’s balance sheet can continue to
support the payout.
Eli Lilly, another pharmaceutical maker, also underperformed.
The stock declined during the quarter on news that the
company’s experimental treatment for Alzheimer’s disease,
solanezumab, failed a major clinical trial. While the trial results
were disappointing, we believe the market is overlooking Eli
Lilly’s broad suite of products for major illnesses, including
cancer, heart disease and diabetes. We continue to like the
stock, as well as the company’s healthy dividend.

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

Outlook
We think U.S. stocks continue to be well positioned. Presidentelect Trump campaigned on a pro-growth agenda that we
believe will be business-friendly. Proposed tax reforms and
infrastructure spending could help drive inflation and faster
economic growth, leading to higher interest rates, increased
capital expenditure and rising wages – all a net positive for U.S.
stocks. In particular, the cyclical stocks that accelerated after
the election, such as financials and industrials, could continue to
charge ahead in 2017.

This outlook, of course, hinges on Trump’s agenda becoming a
reality. In addition, proposed trade tariffs and a strong dollar
could weigh on certain U.S. multinational companies. Given that,
we remain optimistic about U.S. stocks but are focused on
finding companies that are exposed to secular growth trends
and can continue to increase earnings and free cash flow.
Rising rates could weigh on high-yielding stocks, but we believe
investor demand for income will remain strong. As such, we
continue to favor firms that can both deliver growth and
raise dividends.

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

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

JPMorgan Chase & Co

2.37

0.59

Medtronic PLC

1.50

-0.25

Boeing Co

3.07

0.52

Teva Pharmaceutical Industries Ltd

0.81

-0.20

US Bancorp

2.59

0.49

Eli Lilly & Co

1.93

-0.17

Chevron Corp

2.61

0.37

Amgen Inc

1.20

-0.17

CME Group Inc

2.65

0.36

Kimberly-Clark Corp

1.49

-0.15

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.
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Top Contributors

Top Detractors

JPMorgan Chase: JPMorgan Chase provides global
financial services and retail banking. We think the major U.S.
bank continues to gain market share as a result of
investments it has made in its various businesses in recent
years. We also appreciate its diversified mix of what we
believe to be quality businesses, international exposure and
potential for further significant capital return to shareholders.

Medtronic: Medtronic makes and sells medical devices
throughout the world. The Dublin, Ireland-based firm recently
earned FDA approval for its device that automatically
delivers insulin to type 1 diabetes patients. Such innovations
should contribute to future growth. In addition, the company
has raised its dividend for 39 consecutive years, and the
stock’s valuation is attractive.

Boeing: We are optimistic about the aircraft manufacturer
for several reasons: About 40% of Boeing’s business is
geared toward the defense industry, which could experience
increased spending under the Trump administration. Rising
oil prices could be another tailwind since higher energy
costs often prompt airlines to replace older, less fuel
efficient planes. Finally, a strong economy could help boost
air travel, which means more wear and tear on jets, and, as a
result, the faster replacement of planes. Boeing also has the
highest dividend yield in its industry. In December 2016,
management announced a 30% increase to the company’s
quarterly dividend.

Teva Pharmaceutical Industries: The global
pharmaceutical company develops, manufactures and
markets generic and branded pharmaceuticals, as well as
active pharmaceutical ingredients. Price competition has
been a significant headwind recently, but we believe Teva’s
acquisition of Allergan’s generic drug business in August will
continue to result in cost synergies. Teva also has some 300
new drug applications on file at the FDA, and we expect
drug launches to begin occurring meaningfully in the second
half of 2017. In the meantime, we appreciate the high
dividend yield on Teva’s preferred stock.

U.S. Bancorp: We continue to appreciate this bank, as we
believe it is both efficient and one of the best-managed
regional banks. We like that the company has been
conservative around credit, pays high dividends and bought
back stock through the years. We also like the company’s
exposure to the payments industry and the wealth
management industry, two high-returning businesses for
banks. Rising interest rates should also benefit the company.
Chevron: We believe the integrated energy company will
improve its production growth when its Wheatstone liquid
natural gas (LNG) project comes on-stream, adding to the
Gorgon LNG project, which launched in 2016. Both projects
are in western Australia. Chevron also expects to moderate
its capital spending in 2017, thus improving the company’s
free cash flow. The firm’s earnings are primarily leveraged to
oil and international natural gas prices, which could rise if
OPEC carries out expected production cuts. Finally, we
appreciate the company’s relatively high dividend yield.
CME Group: We believe CME Group, which runs options
and futures exchanges, stands to benefit from regulatory
tailwinds, an increasingly global user base and the continued
digitization of its markets, including U.S. equity futures and
commodities. In addition, potential market shifts, such as
rising interest rates, could help increase trading volume on
CME’s exchanges and boost the company’s revenues.

Eli Lilly: Pharmaceutical giant Eli Lilly has ramped up
research and development (R&D) spending in recent years
and, as a result, is building a broad suite of new products.
The failure of its Alzheimer’s drug in a major clinical trial was
a disappointment, but Eli Lilly has a pipeline of treatments
for many other major medical conditions, including cancer,
heart disease and diabetes. In addition, we appreciate the
stock’s healthy dividend yield.
Amgen: We like the potential of many drugs in this biotech
company’s robust pipeline, especially Repatha, which helps
lower cholesterol. In addition, Amgen is going through a
major restructuring, cutting operating expenses and head
count. We expect that all of these efforts will result in doubledigit earnings per share growth over the next several years.
We also like the company’s expansion, focusing on Japan
and emerging markets.
Kimberly-Clark: Kimberly-Clark produces paper-based
consumer products. A strong dollar has weighed on the
profits that Kimberly-Clark earns in emerging markets, but
the company should continue to benefit from secular growth
trends in these countries, such as rising diaper usage per
capita. We also like Kimberly-Clark’s consistent free-cashflow generation and its ample dividend. Finally, the company
continues to innovate in its shift from consumer tissue
products to personal care products, which is a higher
margin business.
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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 Growth and Income Fund are: Altria Group Inc (3.69%), Microsoft Corp (3.62%), Boeing Co (3.06%),
Apple Inc (2.89%), CME Group Inc (2.64%), Chevron Corp (2.60%), McDonald's Corp (2.60%), TE Connectivity Ltd (2.59%), US Bancorp (2.58%) and Texas
Instruments Inc (2.57%). 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.
S&P 500® Index measures broad U.S. equity performance.
Russell 1000® Growth Index measures the performance of those Russell 1000® companies with higher price-to-book ratios and higher forecasted growth
values.
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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