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Janus Overseas Fund
Janus Aspen Overseas Portfolio

Portfolio Manager Change
At the beginning of 2016, the Fund’s manager, Brent Lynn, retired and was replaced by
George Maris, an industry veteran with more than 17 years of investment experience.
Under Mr. Maris’ direction, the Fund is in the process of undergoing changes we believe
will position it optimally going forward. The Fund will continue to be managed as a stockpicking fund, investing in companies where we believe free-cash-flow growth is
underestimated by the market. While continuing to be driven by bottom-up stock
selection, we will also seek more balanced exposures by region and sector, avoiding
areas of undue concentration.

Portfolio Manager:
George Maris, CFA

Executive Summary

Investment Environment
Global stocks rose over the early part of the quarter as markets regained their footing
after sliding in the wake of June’s Brexit results. Soon, several U.S. indices achieved
record highs, due, in part, to an array of well-received domestic economic data. Global
markets then remained largely range-bound for much of the rest of the period as
investors turned their attention toward monetary policy. The calm was broken as Federal
Reserve (Fed) officials put forth the case that the economy was nearing the point where
interest rates should be raised. This caused a drop in investor confidence, sending
stocks lower. Ultimately, the Fed chose not to raise rates. Investors were also less-than
enthused by the actions of central bankers in Europe and Japan. Despite the late-period
volatility, many benchmarks finished the quarter with gains, led mostly by cyclical sectors.
A large share of country-level benchmarks rose during the period, with key emerging
markets outpacing developed countries. Among the former, indices in Brazil, Hong Kong
and Russia performed particularly well.

Performance Discussion
The Fund has historically invested opportunistically where our research has uncovered
companies where we believe the market price does not accurately reflect long-term
fundamentals. We believe high-conviction investing works over the long term as stock
prices ultimately reflect the fundamentals of their underlying companies.
We are pleased to have outperformed our primary benchmark, the MSCI All Country
World ex-U.S. Index, and our secondary benchmark, the MSCI EAFE Index, during the
quarter. Early in the quarter, equity markets rebounded as it became evident the initial
shock of the Brexit vote was unlikely to lead to a financial crisis. Concerns about Brexit’s
impact on the global economy caused leading central banks to maintain accommodative
policies and governments to provide support through spending.
Though the Fed held interest rates steady in September, investors now anticipate higher
rates before year-end. With this in mind, investors who sought defensive stocks in
search of lower volatility and higher yields shifted capital into more cyclical, growthoriented areas of the market during the quarter. We expected this change and were well
positioned for it. For some time now, we have observed investors paying tremendous
premiums for stocks that have not grown. The shift toward growth caused many of our
holdings to outperform, especially in the technology and consumer discretionary sectors.
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• Equity markets rebounded
quickly following last quarter’s
Brexit vote, pointing to
resilience in the global
economy, which improved
investor confidence.
• Expecting an eventual shift to
rising interest rates, investors
moved away from safety-trade
defensive sectors into highergrowth areas of the market.
• The Fund outperformed its
benchmark, with significant
gains among our technology,
consumer discretionary and
financial holdings.
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ARM Holdings, one of the world’s leading semiconductor
intellectual property companies, was our strongest contributor.
The firm designs core microprocessors for nearly all of the
world's mobile phones and tablet computers, and also licenses
processor designs used in a range of electronics including
televisions, automobiles and printers. The company’s share
price appreciated on news it would be acquired by Japanese
telecommunications firm SoftBank Group. With the close of the
sale in September, we exited our position.
The Fund’s investment in Alibaba also added to our returns. The
stock was buoyed by a shift in investor sentiment in China from
fear about the country’s slowing growth to cautious optimism.
Additionally, indications that Alibaba’s investment portfolio grew
in value aided the company’s share price. Specifically, Alibaba’s
roughly one-third stake in Ant Financial increased significantly
in value. Moreover, Alibaba’s cloud business, which is similar to
Amazon Web Services, is now ascribed a higher value by
investors due to its strong competitive position and dominant
market share in China.
Despite a slowdown in gross merchandise volume growth,
Alibaba’s revenue accelerated. The portion of each sale the
company is able to monetize increased dramatically, causing
organic revenue growth to approach 49% year over year – well
ahead of expectations. We remain positive about Alibaba as we
expect this trend to continue over the next few years.

producer, Rio Tinto rebounded along with other commodities
companies with exposure to China. During the quarter, the
outlook for commodities improved following an increase in
economic activity in China as well as optimism concerning
growing global demand.
Our investment in Sequa Petroleum detracted from the Fund’s
performance. Sequa is an oil and gas company that focuses on
taking exploratory oil and gas reserves from appraisal through
production. Exploration-oriented companies with weaker
balance sheets continue to struggle to perform in
this environment.
Teva Pharmaceutical also performed poorly for the Fund this
quarter. The stock suffered from a general weakness in health
care, which was driven by uncertainty surrounding the current
political climate in the U.S. In addition, Teva lost a trial related to
several patents for Copaxone, a leading treatment for
multiple sclerosis.
Pharmaceutical company Sanofi was our third-largest detractor.
The company is one of three market leaders in the area of
prescription insulin used for treating diabetes. During the
quarter, the competitive landscape for Sanofi’s insulin sales
deteriorated due to the earlier than expected approval of
biosimilar forms of human insulin. These new offerings will likely
upset the oligopoly pricing that the three industry incumbents,
including Sanofi, have enjoyed to date.

The Fund’s shares in global mining leader Rio Tinto were our
third-strongest contributor to returns. As a low-cost iron ore
For detailed performance information or to download a Fact Sheet, please visit www.janus.com/funds

Outlook
As we move closer to the likelihood of rising interest rates, we
have become more vigilant regarding the ramifications of
market volatility. In times of increased volatility, markets typically
focus more closely on company fundamentals – a shift that
would play to our strength as stock pickers paying attention
to fundamentals.
At present, we see some pressure on financial systems in
Europe and China, but believe the global financial sector is
stronger today than in the past due to improved liquidity and

capital strength. Though global growth is likely to remain slow,
we do not believe a financial crisis is imminent.
Looking ahead, we will continue to focus on companies in
sectors of the market that we expect to perform well even if the
overall economy weakens. For example, we expect our holdings
in growth-oriented sectors such as technology, consumer
discretionary, financials, and industrials to be multi-year winners
for our investors. In addition, we continue to see opportunity
among several of our holdings in China, which recently
benefited from improving investor sentiment regarding
the country.
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Top Contributors and Detractors for the Quarter Ended 9/30/16
Top Contributors

Ending
Weight (%)

Ending
Weight (%)

Contribution (%)

ARM Holdings PLC

0.00

1.25

Sequa Petroleum NV

0.40

-0.51

Alibaba Group Holding Ltd (ADR)

3.91

1.03

Teva Pharmaceutical Industries Ltd
(ADR)

1.57

-0.15

Rio Tinto Ltd

4.54

0.77

Sanofi

2.57

-0.15

GVC Holdings PLC

3.23

0.75

Atlas Mara Ltd

1.06

-0.14

United Continental Holdings Inc

0.00

0.74

Tullow Oil PLC

0.00

-0.08

Contribution (%) Top Detractors

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

ARM Holdings: ARM continues to experience increasing
royalty revenues from the growth in smartphones and
revenue licensing from semiconductor manufacturers. ARM
cores are quickly becoming the de facto building block on
which logic semiconductor companies build their processors.
As a result, ARM takes a small toll on the average selling
price of a significant portion of the world’s logic
semiconductors. Because ARM enables a common platform
that customers can differentiate on, it has developed a
uniquely unassailable competitive advantage, in our view.
While historically strong in mobile, ARM’s advantage is
moving into the home, industrial, medical and other markets
as well. We exited the position after the announcement of its
acquisition by SoftBank.

Sequa Petroleum NV: The company was formed by a
group of Norwegian oil executives with experience at other
major oil firms. Sequa Petroleum seeks to make advantaged
acquisitions of oil resources based on the prior experiences
of its management team.

Alibaba: The Chinese e-commerce company provides
consumer-to-consumer, business-to-consumer and businessto-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.
Rio Tinto: The UK-based company has interests in mining
for aluminum, borax, coal, copper, gold, iron ore, lead, silver,
tin, uranium, zinc, titanium dioxide feedstock, diamonds, talc
and zircon. We believe new management will restructure the
business through cost cutting and better capital allocation,
which should lead to greater cash flow generation and
ultimately better returns for shareholders. We consider Rio
Tinto’s mining assets to be of world-class quality.
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

Teva Pharmaceutical Industries: As a global
pharmaceutical company, Teva develops, manufactures and
markets generic and branded pharmaceuticals as well as
active pharmaceutical ingredients. We believe Teva has a
significant opportunity to create value through streamlining
operations, deploying capital more effectively and increasing
credibility and sentiment with the market.
Sanofi: We like changes the new management team is
making at Sanofi and believe improving accountability and
responsibility in different business lines will help the
company compete more effectively on a number of fronts.
We also like the potential of some of Sanofi’s new
treatments including Praluent for cholesterol, Toujeo for
diabetes and Aubagio for multiple sclerosis.
Atlas Mara: Banking group Atlas Mara is comprised of a
number of banks across a range of African countries,
including Nigeria. Management plans to improve earnings by
implementing new technology, growing the consortium’s
loan book with a focus on small and medium enterprises,
and maintaining a disciplined approach to provisioning.
Tullow Oil Plc: The UK exploration and production
company, focuses primarily on Africa, with a track record of
exploration including discoveries in Uganda and Ghana. We
view Tullow Oil in terms of net asset value accretion. We
believe the assets it has developed account for about half of
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Top Contributors (continued)

Top Detractors (continued)

scalable, with a high potential return on invested capital.

its current market value. When you add to that Tullow’s
proven, risked discoveries which are currently under
development, its share price is below fair market value, while
the company is getting its future unrisked reserves as a free
option. We believe that Kenya and Ethiopia are the most
interesting pieces of Tullow’s portfolio, with billions of barrels
of potential.

United Continental: 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 industry has
pricing power for the first time in years due to capacity
reductions in the industry.

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 9/30/16 the top ten portfolio holdings of Janus Overseas Fund are: Nippon Telegraph & Telephone Corp (4.36%), Rio Tinto Ltd (4.34%), AIA Group Ltd
(4.33%), Diageo PLC (4.33%), BNP Paribas SA (3.91%), Alibaba Group Holding Ltd (ADR) (3.74%), GVC Holdings PLC (3.08%), Mitsubishi UFJ Financial Group
Inc (2.84%), AstraZeneca PLC (2.73%) and Pernod Ricard SA (2.58%). There are no assurances that any Janus portfolio currently holds these securities or other
securities mentioned in this commentary.
The opinions are as of 9/30/16 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 ex-U.S. IndexSM is an unmanaged, free float-adjusted, market capitalization weighted index composed of stocks of companies located in
countries throughout the world, excluding the United States. It is designed to measure equity market performance in global developed and emerging markets
outside the United States. The index includes reinvestment of dividends, net of foreign withholding taxes.
MSCI EAFE® (Europe, Australasia, Far East) Index is a free float-adjusted market capitalization weighted index designed to measure developed market equity
performance. The MSCI EAFE® Index is composed of companies representative of the market structure of developed market countries. 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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