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Investment Environment
The U.S. equities market began the quarter cautiously, with many benchmarks flat during
October as investors awaited 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 to 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. Industrials outpaced the broader market as investors
priced in future infrastructure programs. Several historically defensive sectors lagged. As
the outlook for the U.S. economy improved, small-cap stocks outperformed large caps.

Portfolio Manager:
Jonathan D. Coleman, CFA

Performance Discussion
The Fund underperformed its primary benchmark, the Russell 2500 Growth Index, and
its secondary benchmark, the Russell 2000 Growth Index, during the quarter. We take a
high-quality approach to investing in small caps, focusing on companies we believe have
more predictable, growing revenue streams. The companies we favor typically generate a
high return on invested capital or demonstrate a proven ability to expand profit margins.
Most times these companies are defined by sustainable competitive advantages such as
high barriers to entry in their respective industry or a differentiated product or service
that gives them pricing power, helping the company grow in a variety of market and
economic environments. We seek to outperform the benchmark over full market cycles,
with the bulk of our relative outperformance coming in weak or uncertain market
environments, when the stability of the businesses we invest in is more appreciated. In
sharp market rallies driven by expectations of a stronger economy, as we experienced
this quarter, we would not be surprised to trail the benchmark as companies we view as
economically dependent or lower quality outperform.
Our relative underperformance was due largely to stock selection in the technology
sector, where our preference for technology companies with more steady earnings
growth worked against us this quarter. Within the technology sector, we tend to invest in
companies providing must-have business solutions to companies outside the sector. The
services these companies provide are often subscription-based and provide recurring
revenues for the company. Some investors likely rotated out of these stocks to chase
some of the more cyclical growth companies during the quarter.
Our stock selection in the health care sector also detracted from relative results. Puma
Biotechnology and Diplomat Pharmacy were large detractors within the sector. Puma
Biotechnology’s stock fell after the company announced disappointing new clinical
results that showed stubbornly high incidence rates of diarrhea with the use of its breast
cancer treatment, Neratinib, even when combined with anti-diarrheal medication. We
continue to hold the stock, however. Despite the setback, we believe the ultimate market
size of the drug is not reflected in its stock price.
Stock of Diplomat Pharmacy, a specialty pharmaceutical company, was down after a
pharmacy benefit manager demanded higher rebates on the drugs it purchases from
Diplomat. While we find this development concerning, we believe there continue to be
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Executive Summary
• Small-cap stocks reached
record highs during the period.
• The Fund underperformed its
primary benchmark.
• We have a more cautious
outlook on stocks and the
economy, but believe the
market environment will favor
our investment style.
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attractive aspects to the investment, particularly the role
Diplomat plays within the biotech industry. By providing services
to drug companies after their drugs have been approved,
Diplomat presents a way to invest in the innovation taking place
in the biotech industry without facing the risk of failed
clinical trials.
While the previously mentioned stocks weighed on
performance, we were pleased by the results of many other
companies in our portfolio. Filtration manufacturer Clarcor was
one of our top contributors. The stock was up after an
announcement that Parker Hannifin would acquire the
company. We like the company because much of its revenues
come from selling aftermarket parts, which provides a recurring
revenue stream. However, we trimmed the position after it
rallied on news of the acquisition.
Wendy’s was another top contributor. News that a significant
shareholder increased its ownership stake in the company
created more confidence about Wendy’s and some its new
strategic objectives. The fast-food chain’s ability to maintain
store traffic growth in what has been a weak environment for

restaurants has also helped lift the stock. We continue to like
some of the changes the company is making to its strategy.
Wendy’s is re-imaging many of its stores, and after a longer
period between re-imaging than most fast-food chains, the
image refresh should drive meaningful traffic growth. A new
value menu launched in late 2015 is also appealing to lowerincome consumers. Finally, Wendy’s is also selling many of the
stores the company owns to franchise groups, which is
improving free cash flow and returns on capital for
the company.
Recreational vehicle (RV) specialist Thor Industries was also a
top contributor. The stock was up after the company reported
quarterly earnings that exceeded consensus expectations. In
our view, the company continues to produce impressive results
after its acquisition of Jayco, another RV manufacturer. The
combined company is one of the largest RV manufacturers,
which should give it more leverage with suppliers and RV
dealers. We also like the outlook for RV purchases, where
millennials are becoming a new and growing segment of
RV buyers.

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

Outlook

potential to disappoint the market along the way.

What a difference a few months make. The November election
has ushered in a new administration, and with it, a significantly
improved economic outlook and a new market backdrop. For
the first time in nearly a decade, the market is pricing in heady
economic growth and a return to a more normalized interest
rate environment. The result: stocks are up broadly, and many
cyclical growth stocks and financial companies, the latter of
which in some cases benefit from rising rates, have
outperformed dramatically. We believe markets are reflecting a
fair amount of good news rather quickly, even though the
potential payoff may be further down the road. Some of the
business-friendly policies proposed by the new administration
could indeed provide an economic lift, but these policies will
take time to implement and there is still a high level of
uncertainty as to what actually gets done. We believe there is

As new policies evolve, investors will need to be diligent in
uncovering exactly which companies benefit and which may be
adversely affected. For example, a new corporate tax policy
could help many businesses, but if tax cuts are accompanied by
a surcharge on goods that are imported for production, it could
have negative consequences for consumer discretionary
companies with global supply chains. Inflation could also have
an uneven effect on businesses, and investors will need to
identify companies with pricing power that can pass higher
costs on to their customers. Rising interest rates are another
dimension that will have varying impacts on stocks. Rate
increases help some banks and other financial companies, but
could be harmful for companies that have levered up their
balance sheets in a low-rate environment. We look forward to
navigating these challenges in 2017.
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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 (%)

CLARCOR Inc

1.06

0.33

Puma Biotechnology Inc

0.34

-0.41

Wendy's Co

1.36

0.31

Endologix Inc

0.12

-0.38

Thor Industries Inc

1.53

0.27

Diplomat Pharmacy Inc

0.28

-0.35

SVB Financial Group

0.80

0.25

SS&C Technologies Holdings Inc

2.04

-0.25

PacWest Bancorp

1.08

0.24

Euronet Worldwide Inc

1.81

-0.24

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

Clarcor: Clarcor is a leading manufacturer of HVAC
filtration products for commercial, industrial, institutional, and
niche applications. We trimmed our position in the company
after news it would be acquired by Parker Hannifin.

Puma Biotechnology: The development-stage
biotechnology company develops novel therapeutics for the
treatment of various forms of cancer. Puma focuses on inlicensing drug candidates that are undergoing or have
already completed initial clinical testing for the treatment of
cancer and then seeks to further develop those drug
candidates for commercial use. We believe the stock still
offers value for its breast cancer treatment, Neratinib.

Wendy’s: We think the company is poised to see revenue
growth as it re-images many of its major stores. We also like
that the management team is moving toward a franchise
business model, which is less capital-intensive than directly
owning and operating stores.
Thor Industries: Thor owns a number of subsidiaries that
make it one of the world’s largest recreational vehicle (RV)
manufacturers. We believe Thor’s recent acquisition of
Jayco, another RV manufacturer, gives it leverage with
suppliers and RV dealers. We also believe Thor can improve
margins for the Jayco business. Finally, we believe the
growing number of millennials adopting RV lifestyles is a
favorable trend for the industry.
SVB Financial Group: SVB Financial Group provides
diversified financial services to emerging, growth and
established technology companies and the life science,
cleantech, venture capital, private equity and premium wine
markets. We believe the bank has a dominant niche in
Silicon Valley, and think SVB is a differentiated and
competitively advantaged bank that can grow faster than
peers at generally higher returns.
PacWest Bancorp: We believe the bank’s acquisition of
CapitalSource Bank has helped covert the company from a
commercially-focused community bank to a more robust
national lending bank group. We like the bank’s organic
growth prospects and its potential to consolidate the
community bank market.

Endologix: The company manufactures minimally invasive
treatments for vascular diseases, including a catheter-based
stent graft to treat abdominal aortic aneurysms, the 13thleading cause of death in the U.S. After delays in some
product launches, we are reviewing the stock.
Diplomat Pharmacy: Diplomat is a specialty
pharmaceutical company that assists other drug
manufacturers with a variety of services such as pre-launch
activities, building relationships with doctors, gaining
authorization with insurance companies, compliance and
providing client data back to manufacturers. While
concerned about some near-term developments at the
company, we like the recurring revenues associated with its
business model, and also like that Diplomat is positioned to
benefit from successful biotech launches without facing the
clinical risk a small biotech company faces.
SS&C Technologies: The company is a global provider of
investment and financial software-enabled services and is
focused exclusively on the global financial services industry.
We like SS&C because the majority of its revenue comes
from recurring sources such as subscription services or
software maintenance, where client retention has remained
high. We believe the most significant opportunity for the
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Top Detractors (continued)
company is in fund administration, where hedge funds are
looking for independent providers with a high level of
transparency and accountability.
Euronet Worldwide: Euronet Worldwide is a global
electronic payments provider. The company offers payment
and transaction processing and distribution solutions to
financial institutions, retailers, service providers and
individual consumers. We like the company for its distinct
growth platforms in money transfer, prepaid and mobile,
along with its recurring revenues and growth opportunities.
We believe Euronet also has an attractive ATM outsourcing
business with market-leading positions in Europe.

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).
Closed to certain new investors.
As of 12/31/16 the top ten portfolio holdings of Janus Triton Fund are: Blackbaud Inc (2.40%), Broadridge Financial Solutions Inc (2.19%), SS&C Technologies
Holdings Inc (1.95%), Sensient Technologies Corp (1.95%), HEICO Corp (1.94%), Cadence Design Systems Inc (1.80%), ServiceMaster Global Holdings Inc
(1.79%), Euronet Worldwide Inc (1.73%), STERIS PLC (1.69%) and Sally Beauty Holdings Inc (1.60%). 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 2500™ Growth Index measures the performance of those Russell 2500™ companies with higher price-to-book ratios and higher forecasted growth
values.
Russell 2000® Growth Index measures the performance of those Russell 2000® 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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