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PERFORMANCE REVIEW
Despite double digit gains, the Fund underperformed the Russell 2000 Value Index
during the quarter. The index rallied and generated all its gains for the period after the
results of the election, posting its strongest quarter in five years. The surprise U.S.
election results fueled a rally in the equity market and the U.S. dollar on the perception
that a Trump administration will be more inflationary (will increase spending) and more
business friendly (less regulation/lower taxes for companies). The index was led by bank
stocks which benefited as interest rates rose across the curve. Additionally, energy and
materials stocks rose sharply due to a rebound in commodity prices after OPEC agreed
to production cuts, as well as generally positive sentiment around the new Trump
administration and expectations for sustainable faster economic growth. Small-cap
stocks sharply outperformed mid and large stocks as they are seen as bigger
beneficiaries of the new administration’s efforts to lower corporate tax rates, more U.S.centric policies toward manufacturing, and are typically less impacted by an appreciating
U.S. dollar.
From an attribution perspective, stock selection in general was negative as our more
defensive, quality-oriented portfolio lagged the strong index performance. Industrials,
which has been one of the strongest sectors for the portfolio this year, lagged as more
economically sensitive and lower-quality companies drove performance. Our materials
holdings also underperformed; the sector within the index was up around 15%, driven
largely by steel and other commodity-focused stocks, which typically have more levered
balance sheets and are more cyclical. Our underweight in utilities and telecom were
additive to performance for the period.
For detailed performance information or to download a Fact Sheet, please visit
www.janus.com/funds
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OUTLOOK AND POSITIONING
Multiples for small-cap equities have expanded as they are pricing in an acceleration of
GDP growth, as well as the potential for both lower corporate taxes and lower regulatory
burdens in the wake of a Republican sweep in Washington, D.C. The market’s base case
expectation has shifted from “late cycle recovery” to “secular stagnation is over.” This
dramatic shift in market tone stems from the idea that the new Republican-controlled
administration will usher in a new era of economic growth. This growth will be driven by
corporate tax cuts, simplification of the tax code, fewer regulatory burdens, incentives to
repatriate both cash and jobs to the United States, and the releasing of “animal spirits.”
These beliefs have led to higher equity prices, higher interest rates and a stronger U.S.
dollar. In other words, the markets believe Goldilocks has returned. While we do not take
the unleashing of these animal spirits lightly, there are a number of unknowns which the
market is ignoring. These include: the new administration’s plan for trade policies; when
and how changes in the tax code will be implemented; whether an infrastructure plan will
be directly funded by the government or consist of tax incentives; what changes will
come in foreign policy; and if Republicans will truly be comfortable flipping from a
balanced-budget stance to a deficit-spending stance. As new policy is discussed and
ultimately implemented, we expect volatility and uncertainty in the market to increase.
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EXECUTIVE SUMMARY
• Our more defensively
positioned, quality-oriented
portfolio appreciated in the
quarter but lagged the
index’s strongest quarter in
five years.
• Fund positioning remains
relatively unchanged with
overweights in industrials
and consumer staples, and
underweights in financials
and utilities.
• Small cap stocks are not
cheap in absolute terms,
though remain favorable
relative to large caps.
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From a positioning standpoint, we remain well exposed in
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 some of the improvements that will help drive
earnings for banks, such as higher interest rates and a steeper
yield curve, have already occurred. On the other hand, many nonbank stocks are pricing in what could happen. We remain
overweight industrials as we believe it’s our best way to provide
some cyclical exposure given our underweight in the highly
cyclical materials names and in energy, where we have been
reducing our underweight.
Despite the recent euphoria of the stock market, our primary
focus continues to be fulfilling our client commitment by striving
to minimize downside losses while participating in the upside
market gains in order 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, 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, but it remains imperative
to maintain this focus, as hiccups can and sometimes do occur.
Second, consider whether a company has an enduring
competitive advantage and focus on those which we believe
have a durable competitive advantage. A strong moat can serve
the dual purpose of protecting a business during tough times
and enabling it to prosper during good times. Finally, 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. While certainly aware of the need to
participate on the upside, 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 Small Cap Value Fund.

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

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Columbia Banking System Inc

1.81

0.71

Cohen & Steers Inc

1.06

-0.24

Delek US Holdings Inc

1.65

0.71

Omnicell Inc

1.24

-0.19

United Community Banks Inc/GA

0.17

0.70

Gulfport Energy Corp

0.72

-0.16

Banner Corp

3.25

0.69

Patterson Cos Inc

0.00

-0.15

Independent Bank Corp/Rockland MA

1.71

0.49

Nomad Foods Ltd

0.73

-0.14

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

Columbia Banking System: Columbia Banking System is
a full-service commercial bank based in Washington with
exposure to Oregon and Idaho as well. The stock
outperformed in the period primarily due to a broad-based
outperformance of the banking sector following the
November election. The sector was boosted by both the
reality of higher interest rates and the hopes of an easing
regulatory burden and lower corporate tax rate going
forward. Additionally, the market began to price in the

Cohen & Steers: Cohen & Steers is an asset manager with
a niche focus in real assets, including real estate. With more
than half of assets under management in U.S. real estate
investment trust (REIT) strategies, Cohen & Steers stock
was weak as 5- and 10-year U.S. Treasury yields rose,
weighing on the performance of REITs in general. The
company has a strong balance sheet with cash totaling
about 10% of its market cap, has 55% insider ownership,
and trades below long term average valuation metrics.
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TOP CONTRIBUTORS (continued)

TOP DETRACTORS (continued)

expectation of faster GDP growth on a sustained basis,
which would benefit banks. Given the strength in Columbia
during the quarter and a diminished reward-to-risk ratio, we
trimmed our position.

Additionally, the company pays a 3% regular dividend, which
it has supplemented with a year-end special dividend every
year since 2011. The 2016 year-end special dividend added
approximately 150 basis points (bps) of yield to the regular
dividend. We maintained our position in Cohen & Steers.

Delek US Holdings: Delek US Holdings Inc. is a
Brentwood, Tennessee-based independent refiner with
refining, retail and logistics assets throughout the midcontinent and southern United States. Delek has been a
strong performer during the year due to being rumored as a
takeout candidate, and for its strong balance sheet that
enabled it to survive trough-like market conditions. The stock
generated very strong returns after the election, as market
participants speculated that a Trump administration would
roll back costly regulations including Renewable
Identification Numbers (RINs) which have weighed on
earnings and cash flow. Furthermore, the new administration
has nominated pro energy cabinet members and advisors,
including Carl Icahn, who is an advocate for reformulating
the RIN structure. As shares of Delek appreciated and the
reward-to-risk declined, we trimmed our holdings, but
continue to have a sizable position driven in part by the
potential benefits that could ultimately be realized in a
completed merger with Alon USA Energy.
United Community Bank: United Community Banks
operates banks in Georgia, Tennessee and Alabama
focused on lending to the commercial real estate market,
home mortgages, and SBA (Small Business Administration)
loans. The stock outperformed in the period largely due to
the broad-based outperformance of the banking sector
following the November elections. With a nearly 40%
increase in the stock price from pre-election to the end of
the period and the stock trading above our price target, we
aggressively reduced our position in the name.

Omnicell: Omnicell Inc., based in California, is the secondlargest manufacturer of automated medication and supply
dispensing systems for the health care industry. Omnicell
underperformed during the quarter as the company lowered
financial estimates due to a temporary lull while they
transition their automated dispensing system to their next
generation XT Series platform. We believe this launch will
ultimately put Omnicell in a better position for longer term
growth. Given better reward-to-risk opportunities elsewhere,
we maintained our position in Omnicell despite the
weakness during the period.
Gulfport Energy: Gulfport Energy Corp. is an Oklahoma
City, Oklahoma-based independent oil and gas exploration
and production company with natural gas assets in the Utica
Shale and southern Louisiana. Gulfport’s stock performance
was weak during the quarter primarily due to a large
acquisition of acreage in the South Central Oklahoma Oil
Province (SCOOP) play in Oklahoma. In conjunction with the
acquisition, Gulfport issued 33 million shares to help fund
the deal. We agree with the market that the acquisition is
fully priced and dilutive in the near term. However, we
continue to own Gulfport as we believe the share pullback is
excessive. We view the long-term strategic benefits of the
transaction positive, and our reworked reward-to-risk ratio
remains positive.
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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 Small Cap Value Fund are: UniFirst Corp/MA (3.38%), Banner Corp (3.13%), Cedar Fair LP (2.73%),
Compass Minerals International Inc (2.37%), Hanover Insurance Group Inc (2.26%), Prosperity Bancshares Inc (2.05%), MGM Growth Properties LLC (1.84%),
First Hawaiian Inc (1.82%), FCB Financial Holdings Inc (1.76%) and Black Hills Corp (1.76%). 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.
Real Estate Investment Trusts (REITs) may be subject to additional risks, including interest rate, management, tax, economic, environmental and
concentration risks.
A client commitment is not a guarantee that a stated objective will be met.
Russell 2000® Value Index measures the performance of those Russell 2000 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
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