2Q16 PORTFOLIO COMMENTARY

Janus Aspen Janus Portfolio

Investment Environment
After recovering from their winter correction, U.S. stocks traded narrowly for much of the
April-June period. Investors gleaned enough positive news from economic data to keep
stocks buoyant. Steady retail sales data along with a key manufacturing survey’s return
to expansion territory helped push markets higher. Expectations of an interest rate hike
in the near term by the Federal Reserve (Fed), however, were quashed by the weak May
employment report. This sent the value of the dollar downward, providing additional
support to U.S. stocks. Markets were jolted late in the quarter by the UK electorate’s
surprise decision to leave the European Union. Stocks sold off sharply and the dollar
surged, as capital flowed into safe-haven government bonds, thereby pushing yields
lower. In the final days of the quarter, however, U.S. shares recaptured much of their
post-Brexit slide.
On a sector basis, energy performed well on the back of higher crude oil prices.
Defensive sectors also generated positive returns. Cyclical sectors lagged. After having
declined sharply on the late-quarter Brexit news, financials recovered lost ground in the
period’s final trading sessions, ultimately registering gains for the period. Also aiding
banks was a favorable report on the health of the industry by regulators.
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Executive Summary

Our investment process seeks to identify companies with clearly definable, sustainable
long-term growth drivers. These companies often have high barriers to entry and notable
competitive advantages in attractive, growing industries. They also have strong
management teams with clear visions for the futures of their companies. We believe a
collection of companies with these competitive advantages should lead to compounded
growth in excess of the market over longer time horizons.
The Portfolio underperformed its primary benchmark, the Russell 1000 Growth Index,
and also its secondary benchmarks, the Core Growth Index and the S&P 500 Index, for
the period. Our investment in Norwegian Cruise Line Holdings was our strongest
detractor from performance. The stock suffered from fears that geopolitical events might
cause a decline in demand for leisure travel in the eastern Mediterranean region.
Uncertainty surrounding the spread of the Zika virus and its impact on global travel also
weighed on the company’s stock. Our approach to investing involves seeking companies
in industries with strong growth characteristics that are improving their returns,
becoming more disciplined with their invested capital, and gaining market share. With
this in mind, our outlook for Norwegian Cruise Line remains positive, based on the
company’s ability to expand its market share in the leisure travel industry, and
management’s focus on generating higher returns on invested capital.
The Portfolio’s performance was also negatively impacted by our investment in Apple
Inc. Shares of Apple fell during the quarter due to slowing sales growth . During the
company’s conference call with investors in April, Apple announced a decline in sales
growth for its iPhones. This slowdown follows a year of strong performance for Apple
that was fueled by the successful launch of the iPhone 6 and 6+. Though Apple is
expected to release the iPhone 7 this fall, demand is expected to be tempered by a
decline in smartphone replacement rates, reflecting a growing view that the market for
smartphones is maturing.
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• The market for U.S. large-cap
stocks remained volatile in the
second quarter.
• The Portfolio underperformed
its benchmarks during the
period, largely due to several
consumer stocks where
concerns arose regarding how
they would perform in a difficult
economic environment.
• We see significant potential in
the market for large-cap growth
stocks – a category that
includes high-quality
companies in growth areas
such as cloud computing,
software as a service,
pharmaceuticals, and financial
technology & analytics.
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We continue to hold our shares in Apple because we remain
positive about the company’s long-term prospects. Over the
past several quarters, we have maintained an underweight
position in the stock relative to the Russell 1000 Growth Index
because we have found more attractive investments for the
Portfolio elsewhere. Our relative underweighting was positive
for the Portfolio’s relative performance during the quarter.
Alphabet Inc. (formerly Google) was the Portfolio’s third-largest
detractor from performance during the quarter. Alphabet had a
strong year of growth in 2015, fueled by the company’s
restructuring, as well as improvements in its mobile search,
YouTube, and programmatic businesses. Alphabet’s stock
weakened during the quarter on concerns about a deceleration
in advertising revenues. We believe the stock’s current
weakness is also being influenced by a trend in which highergrowth stocks with larger multiples are pulling back in price. We
remain optimistic about Alphabet because of its leadership
position in digital advertising – an area in which we expect the
company to continue to gain market share.
Our investment in online retailing giant Amazon Inc. was the
Portfolio’s largest contributor to returns. The company’s share
price had weakened earlier in the year, but rebounded strongly
following better than expected first quarter earnings. Amazon is
an example of the type of competitively advantaged company
we seek in our portfolio. The company has rewritten the rules
for retail shopping and is positioned to grow as consumer
purchases move from physical stores to online and
mobile platforms.

Amazon’s recent performance continues the growth that has
been fueled by the company’s gains in e-commerce.
Specifically, earnings have benefited from Amazon Web
Services (AWS), the company’s cloud-based computing
platform. AWS has come to market with scale and a disruptive
pricing model for businesses seeking cloud-based services. We
maintain our position in Amazon and remain optimistic about
the stock’s potential.
Our investment in pharmaceutical company Bristol-Myers
Squibb, was the Portfolio’s second-strongest contributor to
performance. The company’s share price has benefited from a
promising outlook for the firm’s leading immuno-oncology (I-O)
cancer drug, Opdivo. I-O drugs are a new, breakthrough class of
cancer drugs that help an individual’s immune system attack
cancer cells. Opdivo performed strongly in a comprehensive set
of clinical trials across several therapeutic areas, including lung
cancer, which is among the most prevalent of cancers and is
typically difficult to treat. We remain optimistic about the
Portfolio’s investment in Bristol-Myers Squibb due to Opdivo’s
excellent trial results, which have set the stage for strong
growth ahead.
Another pharmaceutical company, Boston Scientific, also added
to the Portfolio’s returns. The company delivered its highest
organic growth rate in more than a decade, driven largely by
sales in the company’s cardiovascular and medical surgery
products divisions. We remain positive on the stock as we
expect continued earnings growth and improving margins over
the next several years.

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

Outlook
While the equity markets were choppy during the first half of
2016, we continue to find attractive opportunities to invest in
U.S. large cap growth stocks – a category that includes
companies in growing areas like cloud computing, software as a

service, pharmaceuticals and consumer goods. Going forward,
we plan to stick to our process of identifying companies that
are winning in the product marketplace, and that are well
positioned to deliver better than average growth and stable or
increasing returns on capital. We will look to times of price
weakness for opportunities to add to these positions.
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Top Contributors and Detractors for the Quarter Ended 6/30/16
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Amazon.com Inc

3.27

0.53

Norwegian Cruise Line Holdings Ltd

1.28

-0.49

Bristol-Myers Squibb Co

3.15

0.41

Apple Inc

2.77

-0.48

Boston Scientific Corp

0.76

0.35

Alphabet Inc. - Class C

5.22

-0.39

TransDigm Group Inc

1.08

0.18

Allergan plc

2.56

-0.36

American Tower REIT

1.59

0.17

Delphi Automotive PLC

0.62

-0.16

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/variable-insurance.

Top Contributors

Top Detractors

Amazon: The online retailer offers a wide range of products,
including books, music, videotapes, computers, electronics,
home and garden, among others. Amazon offers
personalized shopping services, Web-based credit card
payment and direct shipping to customers. We believe the
company’s competitive advantages of a low overhead cost
structure, allowing an aggressive pricing structure, and faster
shipping will continue to cause consumers to shift an
increasing amount of their general merchandise spending
toward it. Given that over 90% of retail sales are still sold
offline, Amazon has significant opportunities ahead,
particularly as they expand into new business lines
and geographies.

Norwegian Cruise Line: We view Norwegian as the best in
class operator in the industry. The company recently
completed the acquisition of Prestige Brands, which was the
number four company in the space. The tie-up created a
cruise line with exposure to the contemporary, premium, and
luxury market segments. The CEO has laid out a credible
plan to increase earnings and returns on invested capital.
We appreciate the CEO’s track-record of delivery profitable
growth adds credibility to the plan. Norwegian does not have
exposure to the China market today, but given its smaller
fleet size compared to its three publicly traded peers, we
believe it has best in class growth potential.

Bristol-Myers Squibb: We like the potential of the
company’s immuno-oncology franchise, headlined by Opdivo,
which is proving effective in treating an expanding number
of different cancers. We also believe the company’s focus on
selling “super-premium” products to the developed world
positions it better than many other
pharmaceutical companies.
Boston Scientific: The medical device maker offers a
range of products in applications including cardiovascular,
pulmonary, digestive, urological and women’s health. We are
encouraged by management’s initiatives to boost its product
pipeline, operating margins and revenue growth. New
product launches, especially in the cardiovascular field, have
been encouraging. We view the company as a beneficiary of
consolidation, either as a potential target or as an acquirer of
smaller companies that management identifies as
synergistic to existing operations.

Apple: One of the world’s largest mobile device and
computer maker continues to be the beneficiary of
incremental sales opportunities and increased penetration in
new geographies, mobile service providers and product
categories. We think it has strong opportunities as its
ecosystem continues to attract new and potentially longterm subscribers onto its platform and increase its
addressable market as lower price points draw new
customers. We also appreciate management's commitment
to returning capital to shareholders via dividends and
stock repurchases.
Alphabet Inc.: Alphabet, the holding company of Google
and several other businesses owned by or tied to Google,
provides advertisers with superior cross-device marketing
offerings, in our view, and we see continued opportunity for
Google to monetize its Android mobile platform. We also see
opportunity for Google to increase monetization of its
YouTube video platform in the coming quarters now that it is
easier for advertisers to buy ads and target specific
audience segments on YouTube.
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Top Contributors (continued)

Top Detractors (continued)

TransDigm Group: TransDigm makes components for the
aerospace industry. A large portion of the company’s
revenue comes from the aftermarket, which makes
TransDigm less reliant on the production of new planes to
drive profits. The company also has no competition for a
large portion of the components it makes.

Allergan: The multi-specialty health care company
continues to have dominant market positions in aesthetics
and ophthalmology, and many of its products have a high
cash pay component, making them less subject to
government reimbursement. We also believe the team will
create shareholder value as it deploys cash from the recent
sale of its generics business to Teva
Pharmaceutical Industries.

American Tower Corp.: 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.

Delphi Automotive: Many of the auto manufacturers’
products are focused on making automobiles safer, greener
and more connected, which are three long-term trends in
auto production. We also believe the company has
distribution and cost advantages over its competitors.
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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/variable-insurance. 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/variable-insurance 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 6/30/16 the top ten portfolio holdings of Janus Aspen Janus Portfolio are: Alphabet Inc (5.00%), Facebook Inc (3.20%), Amazon.com Inc (3.14%), BristolMyers Squibb Co (3.02%), Apple Inc (2.65%), Microsoft Corp (2.64%), Allergan plc (2.46%), Comcast Corp (2.10%), Home Depot Inc (2.03%) and Coca-Cola Co
(2.03%). There are no assurances that any Janus portfolio currently holds these securities or other securities mentioned in this commentary.
The opinions are as of 6/30/16 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 Portfolio’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 Portfolio 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 Portfolio has different risks. Please see a Janus prospectus for more information about risks, portfolio 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.
Core Growth Index is an internally calculated, hypothetical combination of total returns from the Russell 1000® Growth Index (50%) and the S&P 500® Index
(50%).
A Portfolio’s holdings 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.
Portfolios distributed by Janus Distributors LLC
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