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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 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. As the outlook for the U.S. economy improved, small-cap
stocks outperformed large caps.
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Performance Discussion
The Fund underperformed its primary benchmark, the Russell 2000 Growth Index, and
its secondary benchmark, the Russell 2000 Index, during the quarter. We take a highquality 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 industrial and
technology sectors. In both cases, our preference for companies with more steady
earnings growth worked against us this quarter. Within the industrial sector, we tend to
focus on companies that are less dependent on economic growth. As a result of this
process, we don’t have as much exposure to companies that serve cyclical end markets
such as the energy sector, and that hurt performance in this particular 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.
While our structural positioning within the technology and industrial sectors hurt relative
performance, we also held a few stocks outside those sectors that were large detractors.
Two health care stocks, Puma Biotechnology and Diplomat Pharmacy, were among our
largest detractors. Puma Biotechnology’s stock fell after the company announced
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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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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 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. j2 Global was our top contributor to
performance. The stock was up after the company acquired
Everyday Health, a leading provider of health marketing and
communications solutions. We anticipate j2 global will eke out
costs from the business, as it has done with previous
acquisitions. We continue to like the direction of the company.
J2 Global’s core business is its fax business, and while fax use
is in decline, we like the way the management team is using
cash flow from the older business to invest in other potentially
high margin businesses, such as cloud and data backup for

companies and email marketing services, which helps diversify
the company.
Bank of the Ozarks was another contributor. Like other banks,
the stock was up in anticipation of rising interest rates
improving its earnings potential. While Bank of the Ozarks may
benefit from rising rates, we hold the stock for many more
reasons than a call on the direction of interest rates. We like the
management team, and believe the bank has differentiated
itself as a superior underwriter, experiencing minimal loan
writeoffs in economic downturns.
CTS Corp. was another contributor. The sensor and electronic
component manufacturer’s stock was up due to meaningful
new business wins with automotive manufacturers and
successful diversification of the business into non-auto end
markets. We believe the company is a good example of the
types of businesses we like to invest in. While CTS benefits
from more auto sales, they aren’t dependent solely on an
increase in auto sales for growth. The use of sensors within an
automobile is expanding, so CTS can experience increasing
demand even if auto sales plateau. CTS is also successfully
expanding its technologies into new applications which are
more attractive and less cyclically driven than autos, such as in
medical and national defense fields. We also like the stability of
the business model. CTS’ sensors are used in products that
have long periods between new design cycles. This means that
once CTS’ sensors are used within a product, it typically creates
a recurring revenue stream for the company.

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 (%)

j2 Global Inc

1.61

0.31

Puma Biotechnology Inc

0.33

-0.39

Bank of the Ozarks Inc

1.08

0.30

Endologix Inc

0.00

-0.39

HEICO Corp

2.26

0.25

Diplomat Pharmacy Inc

0.29

-0.36

CTS Corp

1.26

0.24

Amplify Snack Brands Inc

0.49

-0.35

ServiceMaster Global Holdings Inc

1.95

0.21

Paylocity Holding Corp

0.64

-0.31

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

j2 Global: J2 Global is an Internet services company
providing a range of communications services for
businesses. We like that the company is moving beyond its
traditional business of converting faxes to emails and
moving into other potentially high margin businesses. We
also like the company’s history of making what we believe
are good acquisitions and improving operations of
those companies.

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.

Bank of the Ozarks: Bank of the Ozarks is a community
bank with local banks spread across several states. We like
the company’s management team, and believe the company
has superior underwriting capabilities.

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 exited our position.

HEICO: HEICO specializes in aftermarket aerospace
components, which has created a steady, recurring revenue
stream for the company. HEICO is the largest manufacturer
of PMA parts (OEM equivalent parts manufactured by a third
party). Like the OEM parts, PMA parts require Federal
Aviation Administration (FAA) approval and are equivalent to
the OEM parts on key specifications, but generally sell for
less. Both the technical expertise required to manufacture
these specially engineered, mission-critical parts and the
FAA approval are high barriers to entry for HEICO’s
potential competitors.
CTS Corp.: CTS Corp. produces electronic components and
sensors. We like that the company is expanding its
technologies into new applications which are more attractive
and less cyclically driven than the auto market. We also like
that many of the company’s sensors are embedded in
products with long periods between new design cycles,
creating a recurring revenue stream for the company.

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.
Amplify Snack Brands: The company owns a portfolio of
snack brands, including SkinnyPop Popcorn. We like that
some of its brands are experiencing a high growth rate
relative to other consumer staples products, and like the
runway for growth for SkinnyPop as it gets more shelf space
in some stores. We also see cross-selling opportunities
internationally after Amplify’s acquisition of Tyrrells, an
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Top Contributors (continued)

Top Detractors (continued)

Servicemaster Global: The company owns a number of
brands dedicated to providing residential and commercial
services, including pest control, home warranties, disaster
restoration, residential cleaning and furniture repair, among
others. We believe the company’s pest control business
offers a predictable, stable revenue stream.

England-based snack food company.
Paylocity Holding Corp.: Paylocity is a provider of cloudbased payroll and human capital management software
solutions. We believe Paylocity has a differentiated software
offering for small- and medium-sized enterprises and like the
mobile-first mentality the company has taken with new
application development. We also believe there is potential
for the company to expand margins going forward.

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 Venture Fund are: HEICO Corp (2.24%), Broadridge Financial Solutions Inc (2.22%), Sensient
Technologies Corp (2.17%), Cadence Design Systems Inc (2.06%), Nice Ltd (ADR) (1.97%), ServiceMaster Global Holdings Inc (1.93%), Euronet Worldwide Inc
(1.89%), SS&C Technologies Holdings Inc (1.88%), Belden Inc (1.70%) and Sally Beauty Holdings Inc (1.67%). 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 2000® Growth Index measures the performance of those Russell 2000® companies with higher price-to-book ratios and higher forecasted growth
values.
Russell 2000® Index is an index that measures the performance of the 2,000 smallest companies in the Russell 3000® Index.
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
C-1216-7030 04-15-17

188-42-16693 01/17
Page 4 of 4

