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PERFORMANCE REVIEW
The Fund underperformed the Russell 1000 Value Index for the quarter. The U.S.
election results fueled strong gains in the equity market. This was based on the
perception that a Trump administration will be more business friendly as a result of less
regulation, lower corporate tax rates and enacting some fiscal stimulus, which in theory
all provides a better environment for faster economic growth. Interest rates also
increased as the Federal Reserve responded to higher levels of employment and
inflation. These factors led to a stronger U.S. dollar. Perkins’ lower beta, higher quality
approach simply did not perform as well for large-cap stocks in the post-election period.
The stock rally was led by a sharp move higher in banks which benefited from higher
interest rates in addition to the increased likelihood of a less burdensome regulatory
regime. Additionally, materials, industrials and energy stocks rose sharply due to a
rebound in commodity prices after OPEC agreed to production cuts and heightened
expectations for faster sustainable economic growth.
While the more cyclically oriented sectors mentioned above were up sharply, three
sectors (health care, consumer staples and real estate) all finished the quarter in
negative territory. In the quarter, the U.S. Treasury 10-year yield rose from 1.60% to
2.44%, providing a tailwind for banks. But this proved to be a headwind for the more
defensive sectors which are perceived as bond proxies. Uncertainty regarding campaign
pledges of a repeal of the Affordable Care Act and the unknown impacts on the health
care market pressured those stocks. In addition, it appears that there is bipartisan
support for increased scrutiny of drug pricing weighing on the already embattled
pharmaceutical sector. It is important to note that the Fund’s stock selection was positive
in all three of these defensive sectors as our stocks performed better than those within
the index. Conversely, our materials and financial holdings lagged those within the
benchmark. On the financials side, our lack of investment banking exposure hampered
relative performance. It should be noted our top five holdings within the financials were
banks. In the case of materials, many highly levered and hyper-cyclical companies that
we do not define as “high quality,” such as those in the aluminum, copper and steel
industries, were up significantly. Our stock selection in consumer discretionary
contributed to upside capture during the quarter as the Fund remained overweight
media and underweight retail stocks relative to the benchmark. Additionally, our energy
holdings were a positive contributor resulting from strength in the refinery sector. During
the quarter, we added to information technology and materials and trimmed financials
and health care. Two of the Fund’s largest relative overweight positions are in staples
and materials and the underweights are in utilities and real estate investment trusts
(REITs).
For detailed performance information or to download a Fact Sheet, please visit
www.janus.com/funds

OUTLOOK AND POSITIONING
In our view, U.S. equity markets have priced in a future in which both the corporate and
individual tax structure is overhauled, regulatory burdens are greatly reduced and fiscal
stimulus is increased resulting in a pro-growth backdrop that leads to faster GDP
growth. This new environment has been priced into the equity markets despite much
uncertainty about what the incoming Trump administration will do and whether Congress
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EXECUTIVE SUMMARY
• The Fund lagged its
benchmark, primarily due to
stock selection in financials
and telecommunications.
• In the quarter, we added to
technology and trimmed
exposure to financials and
health care.
• We believe stocks are not
cheap, which increases their
vulnerability to price shocks.
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will approve its proposals. With a Shiller price-to-earnings (P/E)
ratio (using 10 years of inflation adjusted earnings data) of 28x
we believe stocks are not cheap. In our view, there are a
number of unknowns which the market is ignoring including the
new administration’s plan for trade policies which could be
wildly inflationary as proposed in current form, disruptive of
world trade, and also devastating for some industries that rely
on importing finished goods from cheaper locales. On a positive
note, those companies whose production and sales activities
are entirely within U.S. borders could see a significantly reduced
tax bill. Given this amount of uncertainty, the exuberance that
stocks have displayed since the election and the potential
headwind if interest rates rise substantially, we believe that
there is little margin for error in equity prices.
From a positioning standpoint, we remain overweight regional
banks given the potential for improving fundamentals from
higher interest rates and meaningful regulatory easing. While
banks benefit from tax cuts and a better regulatory environment
just as many other industries would, they are unique in that
while many non-bank stocks are pricing in what could happen,
for banks, some of the improvements that will help drive
earnings, such as higher interest rates and a steeper yield
curve, have already occurred. Moreover bank valuations have
only partially recovered to their levels of the previous decade.
We remain overweight health care, specifically pharmaceuticals.
Although there is heightened scrutiny over drug prices, we feel
that is somewhat reflected in valuations that are below the
market multiple in many cases and still have healthy dividends.
We view our overweight in consumer staples as a good
counterbalance to the portfolio should volatility in the market
increase given various factors previously mentioned.

Additionally, the sector has been revalued lower given the move
higher in interest rates.
While disappointed with the Fund’s performance in the quarter,
our primary focus continues to be fulfilling our client
commitment by striving to minimize downside losses while
participating in market gains. We believe this should position us
to compound returns at a higher rate over a complete market
cycle with lower volatility. Three process elements which are
routine at Perkins help us in our effort to fulfill our client
commitment. First, we take a careful measure of balance sheet
leverage. Many companies, including those with predictable
earnings streams, have increased their debt burdens in recent
years to finance mergers and acquisitions (M&A), stock
buybacks and dividends. That said, it remains imperative to
maintain this focus because hiccups can and sometimes do
occur. Second, we consider whether a company has a strong
industry position and focus on those which we believe have a
durable competitive advantage. A substantial competitive moat
can serve the dual purpose of protecting a business during
tough times and enabling it to prosper during good times.
Finally, we sketch out a downside scenario. Knowing how much
you could lose before buying – having a keen awareness of the
negative possibilities – may be the most powerful tool when
attempting to minimize downside losses. We are certainly aware
of the need to participate on the upside, but given the current
valuations in the market and after a powerful rally over the past
11 months, focusing on the downside risks remains at the
forefront of our thinking.
Thank you for your continued co-investment with us in the
Perkins Large Cap Value Fund.

TOP CONTRIBUTORS AND DETRACTORS FOR THE QUARTER ENDED 12/31/16
Top Contributors

Ending
Weight (%)

Ending
Weight (%)

Contribution (%)

Wells Fargo & Co

3.08

0.66

Vodafone Group PLC (ADR)

1.36

-0.25

Citigroup Inc

2.73

0.60

Novartis AG (ADR)

1.85

-0.18

PNC Financial Services Group Inc

2.10

0.56

Procter & Gamble Co

2.18

-0.16

US Bancorp

3.04

0.54

Mead Johnson Nutrition Co

1.29

-0.15

Fifth Third Bancorp

1.64

0.53

Crown Holdings Inc

1.80

-0.14

Contribution (%) Top Detractors

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.
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TOP CONTRIBUTORS

TOP DETRACTORS

Wells Fargo: Wells Fargo outperformed in the quarter due
to a broad-based outperformance of the banking sector
following the election. In addition, the stock recovered from
the sell-off in the prior quarter which was driven by
regulatory settlements surrounding the creation of
fraudulent accounts. A management change and corrective
actions limited further reputational damage, which limited
the valuation discount. We believe the current valuation
combined with Wells Fargo’s strong balance sheet provides
an attractive opportunity. Given weakness in the share price
earlier in the period related to the fake account episode, we
added to our position in Wells and it remains one of our
largest bank holdings.

Vodafone Group: UK-based wireless carrier Vodafone
underperformed in the quarter as the company reported
lower-than-expected revenue and reduced forward
guidance. The revenue miss was largely because of
weakness in India and certain regions in Europe. That said,
management did a good job controlling costs, and Vodafone
reported a slight beat in earnings before interest, tax,
depreciation and amortization (EBITDA) on cost controls. We
continue to believe that the company has a dominant
position in most of its end markets and that should translate
into better revenue trends in the future. Additionally, its
valuation remains attractive with a healthy dividend yield, and
we expect that management will continue to be disciplined
on costs. These factors led us to maintain our position.

Citigroup: Global banking giant Citigroup outperformed in
the quarter in a strong banking sector rally following the
election. In addition, quarterly earnings benefited
significantly from better trading results. Although Citigroup is
more asset sensitive versus its peers and should benefit
more from higher interest rates, Citigroup underperformed
the KBW Bank Index – a measure of the U.S. banking sector
– largely due to expectations that it will not benefit as much
from potential tax reform. Citigroup will potentially lose a part
of its sizable deferred tax assets and earns a greater
percentage of revenues outside of the United States.
However, Citigroup stands to benefit significantly from a
more favorable regulatory environment and we believe the
valuation discount relative to peers and the shares trading at
a discount to tangible book value as unwarranted. During the
quarter we maintained our position in Citigroup.
PNC Financial Services: Regional bank PNC
outperformed in the quarter given the strong rally of the
banking sector post-election. Potential tax reform also drove
speculation that PNC could explore a sale of its stake in
asset manager BlackRock which is valued at multiples of
where it is carried on PNC’s balance sheet. In addition, PNC
stands to benefit from a gain on a related deferred tax
liability under the expected lower corporate tax rate which
could generate a meaningful increase in regulatory capital.
We took advantage of the rally in the shares to reduce some
of our holdings, but continue to hold a meaningful position.

Novartis: Swiss-based pharmaceutical manufacturer
Novartis continued to underperform along with other
pharmaceutical companies as concerns about U.S. drug
pricing have weighed on pharmaceutical valuations in
general. We believe the company will eventually be able to
improve the performance of the Alcon business segment
focused on eye care as well as a recently launched
cardiovascular drug. Overall, we continue to believe the
company has the potential for stable, long-term growth while
trading at an attractive valuation. As we believe the
continued focus on drug pricing could have potentially
negative consequences for the industry, we did trim many of
our pharmaceutical holdings, including Novartis, in the
period.
Procter & Gamble: Shares of P&G were down in the
quarter as the company reported that volumes had
decelerated due to slower growth in emerging markets while
reiterating earnings guidance for the current fiscal year. In
addition, with the post-election rally, most investors seemed
more interested in stocks favorably exposed to higher
interest rates, improved economic growth and companies
with a focus on U.S. sales. This came at the expense of
consumer staples stocks that had been considered bond
proxies given the defensive nature and healthy dividends. As
the stock is trading at a seemingly full valuation we sold
some of our position to fund purchases of other consumer
staples companies with more favorable valuations.
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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 Perkins Large Cap Value Fund are: Exxon Mobil Corp (3.38%), Pfizer Inc (3.24%), Johnson & Johnson (2.95%),
Wells Fargo & Co (2.92%), US Bancorp (2.88%), Citigroup Inc (2.59%), Oracle Corp (2.58%), Verizon Communications Inc (2.55%), Conagra Brands Inc (2.47%)
and PPL Corp (2.42%). 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.
A client commitment is not a guarantee that a stated objective will be met.
Beta is a measure of the volatility of a portfolio in comparison to a benchmark index. Less than one means the portfolio is less volatile than the index, while greater
than one indicates more volatility than the index.
Up/Down capture shows what percentage of the market's performance (as evidenced by an appropriate market index) the manager "captured." Up market
capture is the extent to which the strategy gained value relative to the index over months when the index achieved gains. Down market capture is the extent to
which the strategy lost value over months when the index declined. A measure of 100% means the strategy results went up (or down) exactly the same amount as
the broader market index.
Russell 1000® Value Index measures the performance of those Russell 1000® companies with lower price-to-book ratios and lower 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.
Perkins Investment Management LLC is a subsidiary of Janus Capital Group Inc. and serves as the sub-adviser on certain products.
Janus and Perkins are registered trademarks of Janus International Holding LLC. © Janus International Holding LLC.
Funds distributed by Janus Distributors LLC
C-1216-6515 04-15-17

188-42-16696 01/17
Page 4 of 4

