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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.

Performance Discussion
The Fund outperformed its primary benchmark, the Russell 1000 Growth Index, and its
secondary benchmark, the S&P 500 Index, during the period. Our Fund is a focused,
opportunistic portfolio drawing from our analysts’ highest-conviction ideas among U.S.
large-cap stocks. We hold companies that we believe are dominant global franchises
with long-duration growth. We believe a highly concentrated portfolio of such companies
can create a meaningful opportunity to add risk-adjusted outperformance over the
long term.
Synchrony Financial was the leading contributor during the quarter. The stock of this
private label credit card issuer – spun off from General Electric in 2015 – rallied along
with the broader financials sector following the November election. Investors were
optimistic about the financial health of Synchrony’s cardholders, given rising wages and
job growth. Synchrony is also well-capitalized and would benefit from the loosening of
financial regulations under the Trump administration.
Kroger also added to performance. Earlier in the year, the stock of this national grocerystore chain had slumped due to declining food prices and increased competition. Signs
of future inflation in milk and other food categories during the quarter boosted the stock.
Also additive was management’s discussion of its capital investment plan at the
company’s investor conference in November. We think the capital investments that
Kroger is making in new and existing stores will lead to higher free cash flow per share
over the next couple of years. The stock also is attractively valued, and we believe there’s
room for the stock to move higher.
Microsoft was another top contributor. The tech giant reported earnings that beat
consensus estimates for the second quarter in a row, thanks in large part to its cloud
computing business, Azure. We are increasingly positive on the migration of companies
to the cloud, and Microsoft is now the second-largest provider of cloud-based IT
services. At the same time, Microsoft has been aggressive in reducing costs, buying
back shares and paying dividends to shareholders. We remain positive on the stock.
While the aforementioned stocks contributed to performance, other holdings weighed on
the Fund’s return. Facebook was the biggest detractor. During the quarter, management
cautioned that advertising revenue growth could slow in 2017, sending the stock lower.
However, such guidance historically has been conservative and we believe Facebook
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stands to benefit from secular tailwinds in mobile and video.
Additionally, while President-elect Trump has been critical of
Silicon Valley firms, some proposed reforms could benefit
Facebook, including a tax holiday for repatriated cash.
American Tower was another detractor. Rising interest rates
made the dividend yield of this real estate investment trust
(REIT), which owns and operates telecommunication towers
worldwide, comparatively less attractive. Renewed speculation
about a merger between Sprint and T-Mobile was also a
headwind since the combined wireless company would result in
one less customer for American Tower. However, we believe
the long-term outlook for American Tower remains strong. As
wireless data consumption continues to rise, carriers will need
more spectrum in the future, thereby creating demand for new

towers. We expect that growth will occur not just in the U.S., but
also in Brazil, India and other countries where American Tower
has commanding positions. We continue to like the stock.
Nike also weighed on the Fund’s return. The athletic footwear
and apparel manufacturer has faced increased competition and
inventory disruptions, largely as a result of the 2016 bankruptcy
filing of retailer Sports Authority. In addition, most of Nike’s
products are manufactured overseas and Republican-proposed
tax reforms could potentially drive up the costs of those goods.
Although the passage of such reforms is far from certain, it is
something we will be watching closely. In the meantime, we
expect Nike to work through its excess inventory in the next
two quarters and, longer term, experience growth in its direct-toconsumer sales channel. We remain positive on the stock.

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

Outlook

the election could continue to charge ahead in 2017.

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

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.

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

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Synchrony Financial

4.02

1.05

Facebook Inc

3.67

-0.39

Kroger Co

5.74

0.85

Adobe Systems Inc

5.16

-0.30

Microsoft Corp

7.79

0.65

American Tower Corp

4.15

-0.26

Boeing Co

3.52

0.62

NIKE Inc

4.09

-0.13

General Motors Co

3.75

0.42

Allergan plc

3.03

-0.07

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

Synchrony Financial: We continue to favor the company
for its private label credit card business, where it has an
estimated 40% market share. This business line, in our view,
is quite stable given the preponderance of long-term
contracts with clients. We believe Synchrony offers a

Facebook: The social networking website facilitates the
sharing of information, photographs, website links and
videos among users. Recent data, including fast-growing
sales, has given us greater confidence in the sustainability of
Facebook’s core product and thus the advertising market
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Top Contributors (continued)

Top Detractors (continued)

significant value proposition for retailers, because Synchrony
can collect data on customers’ purchases and help retailers
create advertising campaigns and promotions that will drive
more store traffic and purchase volume. We also like the
changes the company has made since its initial public
offering, namely investing heavily in its capabilities.

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
expect 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.

Kroger: The company operates supermarkets and
convenience stores in the U.S., and manufactures and
processes some of the foods that its supermarkets sell. As a
best-in-class retailer, they continue to gain market share
with private label brand expansions, their loyalty program
and sophisticated data analytics. We also believe that capital
investments Kroger is making in new and existing stores will
lead to higher free cash flow per share over the next couple
of years.
Microsoft: Microsoft, the legacy software giant, has
reinvented itself to become the second-largest provider of
cloud-based IT services. We believe the transformation has
been a smart one, as more companies move workloads from
physical servers to the cloud. We are also impressed by
Microsoft’s transition to a subscription-based model for its
popular Office suite, and the company’s continued focus on
cutting costs, buying back shares and raising its dividend.
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.
General Motors: The U.S. automaker is shifting more of its
volume to the higher-margin retail channel, away from the
lower-margin wholesale channel in the U.S. The company
also continues to execute on plans to lower manufacturing
and input costs per vehicle, which is driving higher profit
margins. Finally, we are encouraged that GM continues to
look to the future of transportation by making investments in
ride-sharing services and autonomous-driving technologies.

Adobe: We believe the company is poised to increase
profits as its digital media business moves from a perpetual
license-based business model to a subscription-based
business model. We also believe Adobe’s digital marketing
business, which helps advertisers create digital content, is
well positioned for the transition in advertising spending
away from traditional media toward digital
advertising platforms.
American Tower: American Tower owns wireless
communications and broadcast towers in the U.S. and
internationally. The company leases antenna sites on multitenant towers to communications service providers for
mobile voice and data communications. We expect mobile
traffic growth and the rollout of 4G services to boost
wireless network spending, which, in turn, should spur
demand for tower tenancy, as well as additional towers. We
like that a large percentage of American Tower’s revenue is
generated internationally, where rapid growth in low-price
Android smartphones should drive significant mobile data
and therefore tower demand.
Nike: We believe the footwear and apparel maker can
benefit from the growing relevance of sport in global culture.
In particular, we like Nike for its significant emergingmarkets exposure and its ability to expand into new markets
based on its brand strength. Operationally, Nike continues to
innovate in both its supply chain and manufacturing
capabilities, which will help the company lower total product
costs and improve margins. We also are confident that
Nike’s investments in an omnichannel retail experience,
including a fast-growing collection of websites, will help the
company to grow despite a challenging environment for
brick-and-mortar retailers.
Allergan: We like the multi-specialty health care company’s
dominant market positions in aesthetics and ophthalmology,
and like that many of its products have a high cash pay
component, making them less subject to government
reimbursement. We also like the improved financial profile of
the company after its merger with Actavis, and believe the
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Top Detractors (continued)
management team will create shareholder value as it
deploys cash from the sale of its generics business to Teva
Pharmaceutical Industries.

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.
Subject to shareholder approval, the Fund is expected to merge into a similar fund. See the prospectus for further details.
As of 12/31/16 the top five portfolio holdings of Janus Twenty Fund are: Microsoft Corp (7.71%), Alphabet Inc (7.07%), Mastercard Inc (5.83%), Kroger Co
(5.68%) and Adobe Systems Inc (5.11%). 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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