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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.
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Executive Summary
• Global stocks rallied after the
U.S. elections.
• The Fund underperformed its
benchmark during the period.

Performance Discussion
The Fund underperformed its benchmark, the MSCI All Country World ex-U.S. Index, and
also its secondary benchmark, the MSCI EAFE Index, during the quarter. The Fund
historically invested opportunistically where our research 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. However, the Fund can
underperform in shorter periods such as this one when some of those high-conviction
ideas are out of favor with the market or experience near-term headwinds.
Stock selection in the consumer discretionary sector was a large driver of our relative
underperformance during the quarter. One of our largest positions, GVC Holdings, was a
large detractor. We do not believe anything has fundamentally changed for the business
and continue to have a high degree of conviction in the company. GVC was negatively
affected by the potential for regulatory change within the UK’s gaming sector. The stock
was a strong performer during the year, and profit taking also likely had a negative
impact on the stock. However, we continue to 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.
Outside of the consumer discretionary sector, two of our largest Fund holdings, AIA
Group and Alibaba Group, declined during the quarter, weighing on the Fund’s
performance. The market view on Chinese economic growth became less constructive
and that had a negative impact on both stocks. However, we have a more positive view
on the broader Chinese economy. As we express in our outlook we believe China’s
export-driven economy will benefit from increased U.S. economic growth and a stronger
dollar. More critically, we continue to like the underlying fundamentals of the Chinese
Internet companies we own. The view is particularly positive for Alibaba, our largest
holding within the sector. The company is experiencing more than 50% overall sales
growth and the take rate it receives from merchants using its platform continues to
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• We believe a pickup in U.S.
growth could have a powerful
effect on the rest of the world,
and that our portfolio is well
positioned for the changes
ahead.
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expand. That expansion is central to our thesis on the company.
Finally, we were also impressed with the growth rates of some
of Alibaba’s noncore businesses, which offer added return
optionality for the stock.
AIA Group was not only affected by concerns about the
Chinese economy. 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.
While the aforementioned companies weighed on performance
during the quarter, there were also a number of bright spots for
the portfolio. Several of our large bank holdings, including BNP
Paribas and Mitsubishi UFJ Financial, were up significantly
during the quarter as the market anticipated what an improving
global economy could mean for banks. Heading into 2016,

bank stocks were trading at substantial discounts to their
tangible book value. Our view was that these banks benefited
from a more concentrated industry, and that they carried more
capital and less risk than potentially any point in their 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 has
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, silicon wafer manufacturer Sumco
Corporation was a large contributor to relative performance.
Stocks for Japanese exporting companies such as Sumco rose
after the yen weakened relative to the dollar. Healthy
semiconductor demand also helped lift the stock. We like the
company’s dominant position as one of two industry leaders in
its space. We also believe the company will benefit from a
dramatically rationalized marketplace with better pricing and
less excess supply.

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
rest of the world. 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. As these changes work their
way through the economy we expect inflation to pick up, which
could be good for equities.
The rise in U.S. growth could have a powerful effect on the rest
of the world. 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. A
key 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 overseas.
We believe our portfolio is positioned for the positive changes
ahead. As we highlight in the performance discussion above, we
believed 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 believed are 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 even slightly. 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 (%)

BNP Paribas SA

5.02

1.00

AIA Group Ltd

4.29

-0.68

Mitsubishi UFJ Financial Group Inc

3.96

0.72

Alibaba Group Holding Ltd (ADR)

3.49

-0.67

Sumco Corp

1.34

0.57

GVC Holdings PLC

2.86

-0.57

Rio Tinto Ltd

5.21

0.45

Atlas Mara Ltd

0.63

-0.48

ING Groep NV

3.57

0.35

Diageo PLC

3.89

-0.42

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

BNP Paribas: The bank group’s core businesses include
retail banking, corporate/investment banking and investment
solutions. We like that BNP Paribas is increasing its
emphasis on controlling costs and optimizing its balance
sheet. We also believe the bank will benefit from a recovery
in European credit demand, and a rise in interest rates,
which have been at historical lows for years.

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.

Mitsubishi UFJ Financial Group: Mitsubishi UFG Financial
Group (MUFG) is Japan’s largest banking group. We see
MUFG as a possible vehicle in which to access structural
change in Japan’s capital markets, namely improvements in
corporate governance and capital allocation. Furthermore, it
is our view that the company is well positioned to benefit
from shifts in the country’s banking environment. Household
saving rates are turning negative and lower expected
corporate cash balances, in our view, should lead to an
increase in loan demand.

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.

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.
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

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.
Atlas Mara Limited: 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.
Diageo: We believe the beverage company has a strong
portfolio of global brands and like it for its dominant route to
market in several key geographies.
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Top Contributors (continued)
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.
ING Groep: This global financial institution’s segments
include banking and insurance, and it underwent a
significant restructuring in recent years. We believe ING
should emerge as an overcapitalized bank with core
operations in Europe and approximately 30% of its earnings
from rapidly growing emerging markets.

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 Overseas Fund are: Rio Tinto Ltd (5.14%), BNP Paribas SA (4.97%), AIA Group Ltd (4.23%), Nippon
Telegraph & Telephone Corp (4.22%), Mitsubishi UFJ Financial Group Inc (3.92%), Diageo PLC (3.83%), ING Groep NV (3.54%), Alibaba Group Holding Ltd
(ADR) (3.47%), Reynolds American Inc (2.98%) and Sanofi (2.93%). 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 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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