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Investment Environment
Economic crosscurrents resulted in muted gains by the S&P 500 Index in the first
quarter and a volatile fixed income market. While economies abroad continued to
struggle, the U.S. labor market showed signs of strength in the first part of the quarter
along with percolating wage growth. That was good news for consumer spending, and
large-cap stocks rallied. But, as the quarter progressed, mixed economic reports
signaled U.S. growth may have slowed in the first quarter. While stocks picked up steam
again in March when the Federal Reserve (Fed) indicated it would be cautious and
gradual with any rate hike, the rally fizzled as concerns about first quarter earnings grew.
Moreover, the timing of the Fed’s expected rate hike remained uncertain, and that made
the fixed income market particularly volatile. Treasury rates fell across the curve, amid an
anticipated delay in Fed action, but not without plenty of turbulence. High-yield credit
spreads tightened amid the search for yield. Given the preponderance of high-yield
energy debt, the high-yield market also benefited from a slowdown in the decline in oil
prices. Investment-grade credit spreads were about flat as that market absorbed a flood
of new issuance. In the mortgage-backed securities (MBS) market, bullish technicals
created by declining supply were offset by rate volatility, which was bearish as it created
uncertainty around mortgage prepayments.
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Executive Summary

Performance Discussion
The Fund, which seeks to provide more consistent returns over time by allocating across
the spectrum of fixed income and equity securities, outperformed the Balanced Index, its
blended benchmark of the S&P 500 Index (55%) and the Barclays U.S. Aggregate Bond
Index (45%). The overall Fund also outperformed its primary benchmark, the S&P 500
Index, but it underperformed its secondary benchmark, the Barclays U.S. Aggregate
Bond Index.
The equity-to-fixed-income allocation ended the period with an equity weighting of about
58% and fixed income of about 42%. The Fund’s equity asset allocation may vary
between 35% and 65% depending on market conditions.
We believe that valuations in equities, while not cheap, are reasonable and that they
offer greater risk-adjusted return potential than fixed income securities at this juncture.
Adhering strictly to Janus’ philosophy of fundamental, bottom-up investing, the Fund
selectively bought stocks that met our criteria of under recognized but improving
fundamentals.
The Fund’s equity sleeve outperformed its benchmark, the S&P 500 Index. Sector
contributors on a relative basis were led by financials and followed by utilities and
materials. Stock selection drove the outperformance of the financials and materials
sectors while our zero weighting in utilities helped drive outperformance.
Our zero weighting in utilities stems from our belief that the sector’s revenue growth will
be challenged by lower electricity volumes and the need to replace costly assets. The
zero weighting’s contribution to outperformance reflects our view that what a portfolio
doesn’t own is as important as what it does.
The equity sleeve’s financials sector underweight was additive on a relative basis as well.
Greater regulation of financial companies has created headwinds for the sector’s profit
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• The Fund’s equity sleeve
outperformed the S&P 500
partly due to stock selection in
the financials sector.
• Yield curve positioning was a
key factor behind the fixed
income sleeve’s
outperformance.
• The environment for equities
should continue to be favorable
provided U.S. economic growth
remains steady. However, we
remain more defensively
positioned in fixed income.
• Going forward, we are
overweight equities versus fixed
income as we believe that asset
class offers better risk-adjusted
opportunities at this juncture.

Janus Balanced Fund
Janus Aspen Balanced Portfolio
1Q15 PORTFOLIO COMMENTARY
growth, particularly for banks, and this has created fewer
investment opportunities in financial stocks, in our view. Thus,
we tend to favor more diversified financial services companies.
One of them, Blackstone Group, was one of the equity sleeve’s
three top performers.
Blackstone’s stock rose after reporting earnings that exceeded
expectations. We continue to like the company, and Blackstone
remains a relatively large position size in the sleeve overall. We
think the company is a best-in-class alternatives manager, and
also like the company for its high dividend yield.
Looking at the equity sleeve more broadly, health insurer Aetna
and aerospace giant Boeing were top performing stocks.
Aetna benefited from a combination of favorable cost trends
and generally solid membership growth. Though we continue to
believe these fundamentals will drive the company’s prospects,
we are also mindful of increasing competition in its small group
business and uncertainty around the impact of public and
private health exchanges. We trimmed our position in the stock.
Boeing rose after the company reported strong revenue growth
associated with deliveries of new 787 aircraft. With roughly $4
billion in cash already on its balance sheet, we also believe
Boeing is well positioned to buy back more shares, as it did this
quarter, increase its dividend, or make other productive uses of
cash going forward.
While Boeing helped make the industrials sector a relative
contributor overall, that sector also housed one of the equity
sleeve’s top three stock detractors, Precision Castparts. The
stock has admittedly been a disappointment after failing to
meet earnings expectations in recent quarters. However, we
continue to hold the stock because its current valuation is near
historic lows and doesn’t reflect the company’s ability to grow
market share within new airline platforms, in our view.
On a sector basis, information technology, consumer
discretionary and consumer staples were the top detractors due
to stock selection.
Microsoft, in particular, was a drag on performance of the
information technology sector, as concerns about a slowing
personal computer market weighed on sentiment. Still, we
added to our position during the quarter. We have been
encouraged by moves the new CEO is making to de-emphasize
the company’s focus on hardware and increase its focus on
productivity tools and also its public and private cloud offerings.
Microsoft’s cloud-based revenues are growing at a much higher
percentage than its total revenue.
Mattel drove underperformance of the consumer discretionary
sector. Results for the company have admittedly been worse
than expected, which is part of the reason the company
changed its leadership. Launches of some of its new toy
products have disappointed, and competition from other

companies has been fierce. We have trimmed the position due
to these concerns, but we still own the stock because
ultimately, we think a new CEO could help refocus the company
on improving innovation in its core brands.
The Fund’s fixed income sleeve also outperformed its
benchmark, the Barclays U.S. Aggregate Bond Index.
Outperformance was driven by our MBS allocation as well as by
the portfolio’s overall yield curve positioning, which lengthened
duration in anticipation of rate declines during the quarter. We
also believe that our ongoing attention to downside risk and
capital preservation served the strategy well during the quarter
amid a particularly volatile fixed income market.
Our MBS allocation, which we typically hold as a portfolio
ballast, was the most additive to performance on a relative
basis. Security selection helped drive outperformance. In
particular, our focus on more prepayment-resistant securities
was additive. Low and volatile rates threatened to create
refinancing opportunities, and thus, sparked concern over
mortgage prepayments (which deprive investors of expected
interest payments). As this environment typically works against
MBS in general, we were underweight the sector versus the
benchmark, and that underweight also aided outperformance.
The Fund’s Treasury allocation outperformed due to yield curve
positioning. We were longer duration (a measure of interest rate
sensitivity) in this sector versus the index at times during the
quarter when longer-dated Treasurys rallied. The Fund’s yield
curve positioning lengthened the portfolio’s duration as a whole,
and it was additive on a relative basis. The Fund ended the
quarter with a slightly longer overall duration versus the
benchmark.
Two asset allocations where we were shorter duration were
bank loans and commercial mortgage-backed securities. While
yield curve positioning here was a relative drag on performance,
the overall performance of these asset classes were flat versus
the benchmark.
Spread carry, a measure of excess income generated by the
Fund's securities, drove outperformance in corporate credit.
This is due to the Fund’s exposure to the “crossover” section of
the credit market. This section includes the lowest rated
investment-grade credit and highest rated high-yield credit. We
believe this area holds many credits with the potential to be
upgraded by rating agencies while balance sheet improvements
by the issuing companies have yet to be recognized by the
market.
Though we continued to reduce our exposure to the energy
sector opportunistically during the quarter, certain energy
credits like California Resources and Continental Resources
were a drag on relative performance. These have since been
sold. The relative performance of the Fund’s banking sector
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exposure somewhat offset the underperformance of the Fund’s
energy allocation.
For detailed performance information or to download a Fact Sheet, please visit www.janus.com/funds

Outlook
While equity valuations are approaching the higher end of
historical averages, we do not find them unreasonable in the
context of the current market and economic environment.
Moreover, on a risk-adjusted return basis, we continue to
believe that there are more opportunities in equities than in
fixed income, so the Fund will continue with its equities
overweight.
A low interest rate environment is favorable for equities. While
the Federal Reserve could raise its benchmark rate before the
end of 2015, it has also indicated the move will be gradual and
dependent on clear signs the economy is improving. A rising
rate environment that is backed by a strengthening economy
should provide a constructive backdrop for equity markets.
Though it appears that U.S. economic growth softened at the
start of 2015, we believe that the economy could gather
momentum as the year progresses. The housing market is
improving; hiring trends generally remain solid and there are
even some signs of wage growth. Those factors, coupled with
lower energy prices, should encourage further consumer
spending. That undergirds our overweight of the consumer
discretionary sector.
We also continue to be overweight the health care sector amid
that sector’s broad-based productivity improvements, which are
enabling quicker drug discovery. Moreover, we believe the
sector will continue to benefit from merger and acquisition
trends.
Within the fixed income sleeve, we are maintaining the
defensive portfolio positioning that we assumed at the end of
2014. We think a more defensive fixed income sleeve is
appropriate given the Fund’s larger equity weighting. It’s also in
response to increased volatility in the fixed income market
driven by uncertainty about the timing of the Fed’s expected
rate hike.

generally in line with that of the benchmark’s as we use
Treasurys mostly to manage duration and for capital
preservation. This positioning allows us to be nimble with our
Treasury weighting and to toggle the portfolio’s overall duration
slightly above or slightly below that of the benchmark’s.
While we are overweight in corporate credit, the allocation is at
its lowest since late 2008, during the financial crisis. The
reduced allocation reflects our belief that there are fewer
opportunities and more downside risk in the asset class due to
historically tight credit spreads, rising corporate leverage and
illiquidity, especially in the high-yield market. In a market that is
already suffering from lower liquidity and rate volatility, we are
generally avoiding longer duration credit as it’s the most rate
sensitive and tends to be the least liquid.
Our credit allocation is focused on “best ideas,” such as debt of
firms which are decreasing leverage amid what we believe to be
improving financial prospects. In retail, we are focused on
companies with greater domestic exposure that we believe are
less vulnerable to the economic slowdown abroad. Moreover,
we remain overweight the banking sector, which continues to
bolster its capital base amid regulatory requirements.
We are also maintaining our underweight in MBS. MBS tends to
underperform in volatile rate environments, especially if new
rate lows are reached, which can lead to higher prepayments
and more cash flow uncertainty for the investor. We do not think
MBS spreads are compensating us enough to hold a larger
weighting.
It’s important to note that the market’s volatility could also
create investment opportunities, and we believe that our
defensive positioning gives us the flexibility to take advantage
of them. However, no matter the market environment, our main
focus always will be risk-adjusted returns and capital
preservation, the two primary traits that we believe any fixed
income portfolio should have.

Amid higher rate volatility, managing duration risk will be key, in
our view. To that end, we are keeping our Treasury weighting
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Top Equity Sleeve Contributors and Detractors for the Quarter Ended 3/31/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Blackstone Group L.P.

3.57

0.54

Microsoft Corp.

2.92

-0.33

Boeing Co.

3.02

0.48

Precision Castparts Corp.

2.22

-0.33

Aetna, Inc.

1.56

0.43

Mattel, Inc.

0.69

-0.32

Endo Health Solutions, Inc.

2.38

0.39

AbbVie, Inc.

2.95

-0.29

Apple, Inc.

5.42

0.35

Union Pacific Corp.

2.86

-0.27

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

Blackstone Group: A global alternative asset manager,
Blackstone manages corporate private equity funds, real
estate funds, credit funds and other investment vehicles. The
company also provides merger and acquisition and
reorganization advisory as well as private placement
services. We consider Blackstone an elite alternative asset
manager that should be able to continue to grow its assets
under management, driven by strong historical performance,
demand for its existing strategies, and likely continued
success in adjacent strategies and asset classes. We believe
the company’s cash flows could rise materially as investment
gains and related performance fees increase.

Microsoft: The company develops, manufactures, licenses,
sells and supports software products. Microsoft offers
operating system software, server application software,
business and consumer applications software, software
development tools, and Internet and intranet software. The
company also develops video game consoles and digital
music entertainment devices. We appreciate that Microsoft
is moving to a subscription-based business model and away
from licensing its software. We like the company for its cashrich balance sheet, attractive valuation and its cloud-based
initiatives, which could have a positive effect in combating
software piracy.

Boeing: The aircraft manufacturer should benefit from
continued growth in air travel, which is outpacing global
economic growth due to travel in emerging markets, and a
world fleet of planes that remains relatively old. Additionally,
the company has a backlog of seven years of production.
We also consider the company’s defense business to be
reasonably stable relative to competitors and should
generate modest growth.

Precision Castparts: The company makes castings,
forgings and airframe products for the aerospace and power
industries. Precision Castparts has a strong management
team, and makes highly specialized and complex products,
which we think gives it a competitive advantage. We believe
the company has strong growth opportunities not only from
the aerospace cycle but also to grow market share in new
industries, such as oil and gas.

Aetna: A diversified health care benefits company, Aetna
offers a range of traditional and consumer-directed health
insurance products and related services. The company has
proved to be a consistent cash-flow generator as well as a
friendly steward of capital for shareholders through stock
buybacks and dividend increases. We also believe the
company will build its market share in the large group
business market through its accountable care solutions
(ACS) initiative, which allows companies to lower the cost of
management for employees.

Mattel: Mattel is a leader in the design, manufacture and
marketing of toys and family products. We remain hopeful
the toy maker’s market share has stabilized, while its
inventory levels are back to normal. We also believe
increased focus on innovation in products and marketing will
lead to improving market share, and that Mattel’s lineup of
brands still has many opportunities in international markets
over time.
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Top Fixed Income Sleeve Relative Contributors and Detractors by Issuer for the Quarter Ended 3/31/15
Top Contributors

Average
Weight (%)

Relative
Contribution (%) Top Detractors

Average
Weight (%)

Relative
Contribution (%)

U.S. Treasury Notes/Bonds

35.25

0.13

DCP Midstream Operating LP

0.63

-0.07

Federal Natl Mtg Assn

10.09

0.07

California Resources Corp

0.05

-0.03

Government National Mortgage Assn

3.89

0.06

Chesapeake Energy Corp

0.72

-0.02

Royal Bank Of Scotland Group plc

1.50

0.04

CIT Group Inc

0.93

-0.02

Actavis plc

0.53

0.04

Continental Resources Inc

0.02

-0.01

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.

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).
The discussion and data quoted are based upon the results, holdings and characteristics of the Janus Investment Fund ("JIF") mutual fund. Such data may vary for
the Janus Aspen Series ("JAS") portfolio due to asset size, investment guidelines, diversity of portfolio holdings and other factors. We believe the JIF mutual fund
most closely reflects the portfolio management style for this strategy.
As of 3/31/15 the top ten portfolio holdings of Janus Balanced Fund are: Apple, Inc. (3.12%), MasterCard, Inc. - Class A (2.41%), U.S. Treasury Notes/Bonds
(2.20%), Blackstone Group L.P. (2.06%), U.S. Treasury Notes/Bonds (1.97%), E.I. du Pont de Nemours & Co. (1.89%), U.S. Treasury Notes/Bonds (1.76%), NIKE,
Inc. - Class B (1.75%), Boeing Co. (1.74%) and AbbVie, Inc. (1.70%). There are no assurances that any Janus portfolio currently holds these securities or other
securities mentioned in this commentary.
The opinions are as of 3/31/15 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.
For fixed income portfolios, relative contribution is calculated by rolling up securities by issuer and comparing the daily returns for securities in the portfolio relative
to those in the index. Relative contribution is based on returns gross of advisory fees, and may differ from actual performance.
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.
Fixed income securities are subject to interest rate, inflation, credit and default risk. The bond market is volatile. As interest rates rise, bond prices
usually fall, and vice versa. The return of principal is not guaranteed, and prices may decline if an issuer fails to make timely payments or its credit
strength weakens.
S&P 500® Index measures broad U.S. equity performance.
Barclays U.S. Aggregate Bond Index is a broad-based measure of the investment grade, US dollar-denominated, fixed-rate taxable bond market.
Balanced Index is an internally-calculated, hypothetical combination of total returns from the S&P 500® Index (55%) and the Barclays U.S. Aggregate Bond Index
(45%).
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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