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Investment Environment
The U.S. equities market began the quarter cautiously, with many benchmarks flat during
October as investors awaited great clarity on the outcome of elections and moves by the
Federal Reserve (Fed). Lingering reluctance seemed to dissipate after the election of
Donald Trump. Risk assets rallied over the remainder of the period on the expectation
that 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 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 intended to cut crude oil production. Industrials outpaced the
broader market as investors priced in future infrastructure programs. Several historically
defensive sectors lagged.

Performance Discussion
The Fund underperformed its primary benchmark, the Russell 1000 Growth Index, and
its secondary benchmark, the S&P 500 Index. Our goal is to provide consistent
outperformance long term by focusing on what we consider our strengths: picking
stocks and avoiding macroeconomic risks. Stocks are selected by our six sector teams,
which employ a bottom-up, fundamental approach to identify what we consider the best
global opportunities.
Detracting most from relative performance were the Fund’s health care and technology
holdings. Our selection of energy stocks contributed most to results.
Health care stocks, among them pharmaceuticals, lagged during the period. This, in part,
led to Mallinckrodt detracting from performance. Company specific factors also
contributed to the stock’s weakness. The Food and Drug Administration withdrew the
approval of an abbreviated new drug application for methylphenidate hydrochloride
extended release tablets. While not a large business segment, we believe that earnings
will take a noticeable hit from the development. Later in the period, Mallinckrodt released
an earnings report which showed a solid 37% year over year sales gain, driven in part by
its Acthar therapy. Investors, however, reacted negatively to the growing role Acthar
plays in the company’s sales mix. They were also disappointed by a 19% decrease in
revenues from the generics segment. Continued pressure in generics stands to weigh
on overall 2017 sales growth. While the stock’s weakness reflects these headwinds, we
believe that the current price does not fully account for the strength of the company’s
core specialty drug business, its ability to generate free cash flow and management’s
focus on delivering value to shareholders.
Staying in health care, Diplomat Pharmacy weighed on performance. Shares in the
specialty pharmacy fell early in the period after the company missed review projections
due to a slowdown in sales for hepatitis C drugs. The company also lowered its
operating earnings guidance in this key business category.
Technology stocks lagged the broader market after the election. Among them was
Facebook, 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
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benchmark, weighed down, in
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• We believe that in 2017
investors will shift their focus to
company fundamentals and
security selection will take on
greater importance in driving
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consensus-beating earnings report, investors honed in on the
guidance for slower advertising revenue growth and time spent
per user, i.e., engagement.
Stocks exposed to broad economic growth gained in the wake
of November’s election results. Among them was airline United
Continental Holdings, one of the Fund’s top contributors. In
addition to sector rotation, the stock was aided by a
management presentation that highlighted revenue and cost
initiatives due to be rolled out over the coming quarters. The
goal of these initiatives is to incrementally increase operating
margins toward the levels achieved by key competitors.
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.
Wireless communications provider T-Mobile U.S. registered a
strong quarter. Investors viewed the company as a possible
beneficiary of any changes in the regulatory and tax climate
that a Republican-controlled Washington may champion. The
expectation is that the Federal Communications Commission
may adopt a lighter touch to key industry issues. The company
many also benefit from lower corporate tax rates in the U.S., as
its operations are 100% domestic.

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

Outlook
Markets in 2016 were nothing if not resilient. The election of
Donald J. Trump, the United Kingdom’s decision to leave the
European Union (“Brexit”), European politics, Federal Reserve
(Fed) rate policy, and other issues fueled, rather than stalled, a
rally. Many observers, including us, feared short-term
disruptions from these issues, in particular from Brexit and Mr.
Trump’s election. Although we felt that fundamentals ultimately
would win out and that markets would recover, the speed of the
bounce-back was surprising. With each event, the short term
went from days to hours to minutes.
As we head into 2017, macroeconomic themes and big risk
factors no longer dominate. The main driver now is companyspecific details, not the big picture. And for most companies,
those details are positive. Pure defensive investments and yield
plays have lost their luster, and rightfully so. We believe the
Fed’s decision in December to increase its benchmark rate will
continue to prod investors out of bond proxies and into growth
stocks, a transition that started shortly after the Brexit vote. The
shift means growth companies with attractive valuations and
sustainable business models will be, in our opinion, most
attractive in the coming years. Our analysts continue to find
these types of stocks across sectors.
For equities, our best-case scenario calls for a stronger U.S.
economy, improved confidence and the return of risk-taking. In
turn, active stock selection becomes especially important, as
stocks are driven more by corporate fundamentals and less by
macroeconomic forces. We also hope to see greater business
investment to match a decently healthy consumer. Companies
have been reluctant to invest, but greater confidence and

perhaps fears of higher rates might propel firms to use their
strong balance sheets for more than share buybacks and
dividends. An improved tax policy, including lower corporate tax
rates and the ability to repatriate overseas profits efficiently,
also should make projects more attractive. We hope this
confidence spills into Europe, which could deliver surprisingly
faster growth in 2017, thanks to a weak euro and strong
U.S. economy.
When fundamentals matter, it becomes increasingly important
to ignore index weights and to be an active investor. We
anticipate a reversal of the strong relative performance of major
indices versus active managers in the coming quarters. In such
an environment, sector observations and ultimately our stock
analysis matter more. In the sectors our research teams cover,
opportunities and challenges exist. We think the market will
begin to sort out these issues by placing greater emphasis on
corporate fundamentals and less on momentum, volatility, yield
and other factors that until now have dominated
market sentiment.
Rest assured, we have not been swept away by Trump-mania.
We understand that political risks continue, especially in
Europe, where several countries will hold key elections in 2017.
China is still going through an uncertain economic transition.
The equity rally could sputter if the progress of reform in the
U.S. is slower than the market expects or if issues arise outside
the U.S. In the U.S., for example, the financial sector soared
after the election on the expectation of higher rates and lower
regulation. Today, many bank stocks are pricing in a series of
additional Fed rate moves and the ability of companies to
improve their return on equity significantly. We may see that
recovery, but the risk remains that banks now are structurally
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less profitable than they were before the financial crisis.
Of course, “Commander in Tweet” Trump can cause short-term
sell-offs with just 140 characters. His policies and the rise of
populism both in the U.S. and in Europe could lead to antigrowth measures, such as trade wars and restrictive
immigration policies. In addition, an increasingly strong dollar
benefits Europe and China but could impair U.S. exports and
thwart the positive effects of growth-oriented reforms. In the
end, however, we expect a highly pro-business administration
that will be good for equity markets.

The post-Trump rally has been impressive, and that momentum
could cool in the short term. We have discussed the return to
active investing for several quarters. Today we believe we are
solidly in the middle of this new long-term trend. In bursts of
excitement, such as the days after November 8, investor flows
move from markets to sectors and then to companies. We saw
this pattern. Most indices soared but with a divergence among
sectors. Financials ETFs, for example, rallied and pulled in
record amounts of money. We are in the company picking stage
now, we believe.

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

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

United Continental Holdings Inc

1.29

0.39

Amazon.com Inc

3.21

-0.37

Microsoft Corp

4.57

0.34

Diplomat Pharmacy Inc

0.25

-0.30

T-Mobile US Inc

0.94

0.22

Facebook Inc

2.63

-0.30

CSX Corp

1.32

0.20

Mallinckrodt PLC

0.73

-0.29

TD Ameritrade Holding Corp

0.85

0.16

Amgen Inc

1.71

-0.22

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

United Continental Holdings: United Continental is one of
the world’s largest airline carriers. We believe company has
attractive upside potential. Returns on invested capital have
improved due to scale advantages after United’s merger with
Continental as well as additional industry consolidation.
Moreover, the entire management team has been turned
over in the past 18 months and we think the carrier is poised
to close the margin gap with its competitors.

Amazon: The online retailer offers a wide range of products,
including books, music, computers, electronics, home and
garden, and numerous other products. Amazon offers
personalized shopping services, Web-based credit card
payment and direct shipping to customers. We believe the
company’s competitive advantages of a low overhead cost
structure, allowing an aggressive pricing structure, and faster
shipping will cause consumers to shift an increasing amount
of their general merchandise spending toward it. We believe
Amazon has significant opportunities ahead, particularly as
they expand into new business lines and geographies.

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.
T-Mobile: Created through the combination of T-Mobile
USA and MetroPCS in May 2013, T-Mobile US is one of
four national wireless carriers in the U.S. The company
provides wireless voice, messaging and data services in the

Diplomat Pharmacy: We view Diplomat as a pure play
specialty pharmacy. It is the largest independent specialty
pharmacy with a less-than 5% market share. We believe the
company has several open-ended growth qualities. Among
them are acquisitions, market share gains, specialty drug
launches and drug inflation. We also like that most of
Diplomat’s products are for chronic conditions, which
translates to a recurring sales base and they benefit from all
successful products, regardless of the manufacturer.
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Top Contributors (continued)

Top Detractors (continued)

U.S., Puerto Rico and the U.S. Virgin Islands under the TMobile, MetroPCS and GoSmart Mobile brands. We like the
company’s challenger status against industry leaders AT&T
and Verizon Wireless. Due to the breakup fee AT&T paid in
its failed attempt to buy T-Mobile in 2011 and a tower sale
to Crown Castle International that includes the right to add
4G/LTE (Long Term Evolution) capabilities with no further
costs on those towers, the company is now armed with
enough capital and spectrum to execute its plan, in our view.
T-Mobile US is building a quality high-speed mobile data
network and will use lower prices and brand recognition to
attempt to take market share from the industry leaders.

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.

CSX Corp: The company provides traditional rail services
and the transport of intermodal containers across the
eastern United States and Canada. We believe internal
management changes are beginning to drive significant
operational improvement at CSX relative to its peer group.
Carload volumes are expected to stabilize in 2017 and
beyond as headwinds including coal and other commodity
groups stabilize while intermodal growth accelerates. We
believe the operational leverage continues to be
underappreciated by the market as cost efficiencies will
allow CSX to realize industry leading incremental margins.
CSX is also favorably leveraged to potential changes in tax
policy under a Trump administration should corporate tax
rates be lowered and capex deductions accelerated.
TD Ameritrade: We believe the online broker is a best-inclass asset gatherer. We also believe TD Ameritrade has a
unique and differentiated business model, having outsourced
the banking operations of the business to TD Bank, allowing
it to run a capital light business model, generate free cash
flow in excess of net income, and deliver attractive returns.
We like that the company does not typically take balance
sheet risk. Going forward, we believe that the retirement
wave of baby boomers is a tailwind for companies such as
TD Ameritrade as financial assets will move from defined
contribution plans to rollover IRAs.

Mallinckrodt: Mallinckrodt is a specialty pharmaceutical
company with two primary business segments focused on
hospital drugs and autoimmune drugs. We believe the
market underestimates the long-term growth profile of these
assets and the durability of the associated cash flow stream.
We also believe the management team at Mallinckrodt has
meaningful opportunities to optimize the cost structure of
the business to drive margin improvement over time. Finally,
Mallinckrodt could upgrade its business mix by divesting its
low growth generic pharmaceutical segment. We believe this
action could position the company to ultimately be acquired
by a larger pharmaceutical company.
Amgen: Amgen is a global leader in the biotech sector with
multiple blockbuster biologic products addressing fields
such as cancer, autoimmune disease, kidney disease and
osteoporosis. The company is in the midst of a major new
product cycle, with multiple new launches ongoing including
Repatha for the treatment of cardiovascular disease (the
leading cause of death worldwide). We believe Amgen is
capable of significantly expanding operating margins over
the next several years. The company also has plentiful freecash-flow that it can use to either repurchase stock or make
additional acquisitions to further enhance growth.
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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 Research Fund are: Alphabet Inc (5.38%), Microsoft Corp (4.57%), Amazon.com Inc (3.21%), Facebook
Inc (2.63%), Apple Inc (2.57%), Comcast Corp (2.30%), Altria Group Inc (2.15%), Visa Inc (1.85%), Amgen Inc (1.70%) and American Tower Corp (1.69%). 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.
Russell 1000® Growth Index measures the performance of those Russell 1000® companies with higher price-to-book ratios and higher forecasted growth
values.
S&P 500® Index measures broad U.S. equity performance.
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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