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Investment Environment
U.S. investment-grade fixed income gained over the quarter, though not without volatility.
Another Greek bailout helped push yields on the 10-year U.S. Treasury note up to
2.45%. Yields on the 10-year then drifted lower for much of the rest of the quarter as
investors assessed the potential impact that worse-than-expected growth in China
would have on the global economy. In late August, not long after China’s central bank
devalued its currency, global equities sold off and the 10-year U.S. Treasury rallied, with
yields sliding to 1.9% in intraday trading.
In mid-September, the Federal Reserve (Fed) refrained from raising interest rates. Fed
Chair Janet Yellen noted uncertainty abroad and tightening of financial conditions as
reasons for their decision. The Fed lowered their expected rate hike trajectory as well as
the rate they view as normal over the longer term. Nonfarm payrolls lost steam, with the
monthly gains reported during the period averaging roughly 200,000, off the year-todate pace of 220,000. Over the quarter, the yield curve flattened between 10-year and
30-year tenors, with the 30-year closing out the period at a yield of 2.85%.
Spreads on investment-grade corporate credits widened from 1.37% to 1.60% by the
end of the period. High-yield corporates experienced a significant sell-off with spreads
widening by more than 1.5 percentage points to 6.30%. In choppy trading, spreads on
mortgage-backed securities (MBS) widened slightly.
Equity markets were turbulent as well, ending the period down. The concerns about
weak growth in China and other emerging markets pushed stocks lower in late August.
Stocks continued to be volatile in September, and sold off further after the Fed’s
meeting. The energy and materials sectors were hit hardest due to concerns about
weaker commodity prices. Late in the quarter many health care stocks also sold off due
to concerns about the potential for increased regulation of drug pricing.

Performance Discussion
The Fund, which seeks to provide more consistent returns over time by allocating across
the spectrum of fixed income and equity securities, underperformed the Balanced Index,
a blended benchmark of the S&P 500 Index (55%) and the Barclays U.S. Aggregate
Bond Index (45%). The overall Fund outperformed its primary benchmark, the S&P 500
Index, but it underperformed its secondary benchmark, the Barclays U.S. Aggregate
Bond Index.
Compared to the Balanced Index, the Fund remains slightly overweight equities. Our
equity allocation may vary depending on market conditions, and the current level reflects
our view that on a risk-adjusted basis, equities represent greater opportunity for returns
at this juncture.
The Fund’s fixed income sleeve generated positive total returns, but underperformed its
benchmark, the Barclays U.S. Aggregate Bond Index. We maintain our defensive
portfolio positioning, although we increased our overall duration during the period to a
level just below that of the benchmark. Our duration and yield curve positioning reflects
our view that global growth prospects have diminished, thus putting into doubt the Fed’s
willingness to raise rates in the near term. In uncertain environments, our core tenets of
capital preservation and risk-adjusted returns guide our portfolio positioning.
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Executive Summary
• The Fund’s equity sleeve
underperformed its benchmark,
the S&P 500 Index, due in part
to our financial and health care
holdings.
• Our fixed income sleeve
underperformed its benchmark,
the Barclays U.S. Aggregate
Bond Index.
• Our asset allocation mix
remains largely unchanged; we
favor stocks whose valuations
have not become stretched and
higher-quality fixed income
securities.
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Detracting most from relative performance was our
conservative duration and yield curve positioning in Treasurys.
Over the period, the Treasury curve flattened, due in part to
lower inflation expectations and a growing consensus that the
Fed would delay its initial interest rate hike. Our short-term
Treasury positions provide liquidity while our intermediate and
long-dated Treasurys are intended to counteract against
volatility in broader risk assets.
Also detracting from performance was our out-of-index
allocation to high-yield corporate credit, as this segment of the
bond market experienced dramatically widening spreads in the
wake of elevated volatility. For context, our high-yield exposure
is comprised almost entirely of the upper tier of this segment.
Within corporate credit, we were significantly underweight
metals and mining, one of the hardest hit sectors. This
conservative positioning aided relative performance. We did,
however, have exposure to midstream and independent energy
issuers, which adversely impacted relative performance. Over
the summer, benchmark crude oil prices plummeted from just
below $60 per barrel to less than $40. Adding to the concerns
of excess supply from North American production were worries
about flagging global demand, partly linked to
China’s slowdown.
Our position in DCP Midstream Partners (DPM) detracted from
performance. The company is one of the largest independent
natural gas and natural gas liquids (NGL) processors in the U.S.
We continue to like the fact that a majority of DPM’s contracts
are subject to minimum volume requirements, thus ensuring a
certain level of cash flow generation. Although the company’s
leverage could rise in the face of weakening NGL prices, we
recognize that the two owners of its parent company stand at
the ready to support what they consider an important asset.
Similarly, our position in Chesapeake Energy was a drag on
performance. The late-quarter fall in natural gas prices weighed
on free-cash-flow expectations.
Our selection of U.S. MBS weighed on relative performance.
We maintained our MBS underweight but remain focused on
specified pools with high coupons and prepayment resistant
characteristics. These are traits we believe will perform well
during highly volatile rate environments. Contributing to
performance was our lack of exposure to government-related,
nonguaranteed issuers and sovereign debt.
Two credit holdings that contributed to relative performance
were E*Trade Financial and CVS Health. We like the fact that
E*Trade management has already reduced a significant amount
of its debt with the aim of improving its financial metrics to
investment-grade levels. Its core brokerage business, in our
view, remains in good shape and the company has been actively
shrinking its legacy loan portfolio. CVS is one of the dominant
players in the U.S. retail pharmacy market. The company

recently entered into two transactions, one for Omnicare and
the other to acquire the pharmacy business of retailer Target.
Management has committed to reducing its debt ratios in the
wake of these acquisitions, in part, by growing operating
earnings as well as through debt reductions.
Spread carry, the excess income generated by the portfolio’s
holdings versus the securities in the index, also contributed to
relative performance.
The Fund’s equity sleeve underperformed its benchmark, the
S&P 500 Index. Holdings within the financial and health care
sectors detracted most from relative performance. Also
weighing on performance, given the global growth concerns,
was materials. Within that sector, LyondellBasell, a specialty
chemicals producer, was a top detractor. Falling oil prices
negatively impacted LyondellBasell, as lower oil prices also
negatively impacted ethylene prices, one of the chemicals
produced by the company. We continue to like the company,
and do not believe the impact of lower ethylene prices will
affect LyondellBasell’s margins as much as the market
anticipates. The company is still a strong operator, in our view,
with a history of selectively investing in projects that have had a
high return on invested capital. The company has also made
other favorable capital allocation decisions for shareholders
including materially growing their dividend and stock buybacks.
DuPont’s stock slid after the company won a proxy fight against
an activist investor. Weak agricultural end markets have also
been a headwind for the stock. We are currently reviewing the
position. We think the company has a good set of assets that
could be more profitable by rationalizing the expense structure
and realizing a better return on their R&D spending.
Outside of the materials sector, Blackstone Group was a large
detractor from the Fund’s performance. Stock for the asset
management firm fell after some of the firm’s largest public
holdings saw a decrease in their market value during the
quarter, leading to concerns about earnings and distributions.
The short-term weakness does not change our long-term
outlook for the company, however. We think the company is a
best-in-class alternatives manager, which is a fast growing area
of the asset management industry, and also like the company
for its high dividend yield. We also think Blackstone is poised to
benefit in the near term as a couple of big companies it holds
are poised to go public again.
Contributing to relative performance during the period were our
stock selection in consumer discretionary companies and our
large underweight of the energy sector. Within consumer
discretionary, Nike was top contributor. The company continues
to benefit from growth of its athletic apparel and footwear
across the globe. Going forward we believe innovation for both
its products and manufacturing processes are long-term
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tailwinds for Nike. We also believe that investments to create a
better omnichannel sales experience position Nike well as more
sales migrate online.
Consumer staples company Altria Group was another top
contributor. The company benefited from improved volumes for
its tobacco business. Altria also owns a large stake in
SABMiller, and news that SABMiller might be acquired also
helped lift Altria’s stock. We continue to like the company for its
track record of making substantial returns of capital to
shareholders. The company should also benefit as costs and
litigation associated with its tobacco business continue
to moderate.

positioned to command a greater share of advertising spending
as advertising becomes increasingly connected and
personalized. The ongoing transition from offline channels such
as print and television to online channels such as mobile and
online video also stand to benefit the company. The market has
been encouraged by the new CFO’s focus on cost discipline,
and the announcement to restructure Google under Alphabet
Inc. and separately report the revenue and profitability of its
core search, YouTube, apps and display businesses from its
newer non-core ventures. The increased disclosure is positive
and should help investors value the businesses held in
the portfolio.

Internet search giant Google registered a solid quarter. Strong
earnings provided further evidence that the company is well
For detailed performance information or to download a Fact Sheet, please visit www.janus.com/funds

Outlook
Concerning equities, we are wary of multinational companies
that derive a disproportionate share of revenues from emerging
markets. We see more opportunity in consumer discretionary
companies focused on the U.S. market. Not only are many
companies within the sector undergoing value-creating
innovation, but the U.S. consumer is gaining spending power as
employment improves, inflation in necessities remains low and
consumer balance sheets have been repaired.
We also see opportunities within the health care sector, where
a wave of innovation has led to better research and
development productivity and game-changing treatments for a
number of diseases. While much attention has been paid of late
to drug prices, we see this as more noise and political blustering
than a real threat to the health care sector. Drug pricing has
been an issue on and off in the U.S. for years, and the U.S. has
always come out on the side of free markets. Given that many
of today’s treatments are saving lives and offering functional
cures for diseases, we think free markets will again win out.
Another area we see opportunity is with companies re-charting
their own destiny by changing management teams, radically
cutting costs, splitting up less profitable businesses, or
transitioning to more efficient capital structures. A slow-growing
economy forces companies to take a closer look at their
business and enact these types of radical changes, and these
special situations can be areas of opportunity for
active investors.
With regard to the fixed income investment environment, we
believe it is prudent to remain defensively positioned. Uneven
global growth and renewed concerns about China’s economic
future drove risk-off behavior in the period. Major central banks

remain on the cusp of divergent monetary policy, with those
representing nearly half of global gross domestic product
(GDP) firmly in the accommodative camp, while the Fed and
Bank of England inch closer to the potentially more restrictive
camp. Against this backdrop we anticipate elevated levels of
volatility for risk assets.
From a corporate credit perspective, we are in the later stages
of the credit cycle as evidenced by increasing shareholderfriendly activity and record levels of new corporate issuance.
Slowing global growth could magnify the risks posed by
relevered corporate balance sheets. Such financial engineering
was intended to boost earnings in a low-growth environment,
but the consequences of additional leverage could mean
downgrades by ratings agencies.
The widening of corporate spreads during the quarter helped
lend credence to our defensive positioning in fixed income. Our
corporate credit allocation remains well below the Fund’s longterm average, and is tilted toward more defensive sectors
including U.S.-oriented issuers less exposed to global weakness
and currency fluctuations.
Active fixed income management is imperative in the current
market environment, in our view. Critical to active management
during the later stages of the cycle is security avoidance. By
maintaining our credit allocation at levels below our historical
average, we may sacrifice some additional yield in the near term
with the goal of preserving capital and positioning ourselves to
take advantage of better opportunity in the future. We believe
our patience will be rewarded in the long run.
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Top Equity Sleeve Contributors and Detractors for the Quarter Ended 9/30/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

NIKE Inc

4.07

0.47

Blackstone Group LP

3.19

-0.79

Google, Inc. - Class C

3.38

0.46

AbbVie Inc

3.00

-0.62

Altria Group Inc

1.87

0.19

Apple Inc

4.71

-0.62

Priceline Group Inc

2.19

0.14

LyondellBasell Industries NV

3.04

-0.60

Home Depot Inc

3.10

0.12

EI du Pont de Nemours & Co

2.42

-0.57

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

Nike: We believe the footwear and apparel maker can
benefit from the growing relevance of sport in global culture.
In particular, we like the sports products provider for its
significant emerging market exposure and its ability to
expand into markets it enters based on its brand strength.
Operationally, Nike is changing its product mix to improve
sales and profitability and investing also in its omnichannel
sales experience to better position the company as more
sales move online. We also think the company will continue
to return cash to shareholders through increased dividends
and share buybacks.

Blackstone Group: A global alternative asset manager,
Blackstone manages corporate private equity funds, real
estate funds, credit funds and other investment vehicles. 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 if investment
gains and related performance fees increase.

Google: We believe the company provides advertisers with
superior cross-device marketing offerings, 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.
Altria Group: The tobacco company remains an attractive
holding given its historical ability to generate significant
levels of cash, a high percentage of which is returned to
shareholders via dividends and share buybacks. We think
despite declining cigarette sales in the U.S., cash flows will
grow over time at a modest rate, as the company’s noncigarette businesses continue to grow and contribute to
overall company cash flow growth.
Priceline Group: We like the online travel company for its
market-leading position in online hotel bookings, the most
fragmented and profitable segment of the travel industry.
Despite impressive growth since 2004, Priceline still has
only a modest market share of global hotel bookings, but it is
gaining market share as more consumers shift their behavior

AbbVie: The research-based pharmaceutical company
produces drugs for specialty therapeutic areas such as
immunology, chronic kidney disease, hepatitis C, women's
health, oncology and neuroscience. We like AbbVie for its alloral regimen to treat hepatitis C, and are also excited about
the potential for Imbruvica, a cancer treatment for various
types of leukemia that AbbVie acquired from Pharmacyclics.
Additionally, we like the potential for several other drugs in
late-stage development from AbbVie.
Apple: The mobile device and computer maker has strong
free cash flows and a large sum of cash sitting on its
balance sheet. It continues to gain market share in personal
computing and remains a dominant player in the smartphone
market. We like the company for its growth potential and
appreciate its commitment to returning capital to
shareholders via dividends and stock repurchases.
LyondellBasell Industries: The large chemical producer,
which converts liquid and gaseous hydrocarbon feedstock
into plastic resins and other chemicals, has had a cost
advantage since the primary input to its production process
is natural gas, a commodity that has experienced
considerable price pressure due to excess supply. We also
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Top Contributors (continued)

Top Detractors (continued)

to booking online. We also like its long-term growth
prospects in Europe and Asia.

like the global supply/demand dynamics for ethylene, one of
the company’s primary products. Finally, we think
management is committed to improving shareholder value by
paying out one-time special dividends, buying back stock
and selectively investing in high return on invested
capital projects.

Home Depot: We believe the home retailer is poised for
growth over the next three to five years as the economy and
housing market rebound. We also like that Home Depot has
continued to improve its product offering in core categories
and adjacent categories. When combined with improving
service and merchandise, we believe Home Depot will be
able to gain market share from other home retailers. We also
like that Home Depot has continued to invest to improve its
omnichannel shopping experience for consumers, enabling
them to offer more products to customers in a more
convenient way.

DuPont: DuPont is a diversified materials company. We
think the company has a good set of assets, but we think
that DuPont could create more value by either spinning off
some of its businesses, or making an acquisition to gain
scale in certain end markets.

Top Fixed Income Sleeve Relative Contributors and Detractors by Issuer for the Quarter Ended 9/30/15
Top Contributors

Average
Weight (%)

Relative
Contribution (%) Top Detractors

Average
Weight (%)

Relative
Contribution (%)

E*TRADE Financial Corp

0.54

0.02

U.S. Treasury Notes/Bonds

34.36

-0.22

CVS Health Corp

0.74

0.02

Chesapeake Energy Corp

0.23

-0.06

Royal Bank Of Scotland Group plc

1.41

0.01

Government National Mortgage Assn

3.76

-0.04

Abbey National Plc

0.53

0.01

DCP Midstream Operating LP

0.46

-0.04

Verisk Analytics Inc

1.45

0.01

Seagate

1.21

-0.04

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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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 9/30/15 the top ten portfolio holdings of Janus Balanced Fund are: MasterCard Inc (2.65%), Apple Inc (2.61%), United States Treasury Note/Bond
(2.27%), NIKE Inc (2.26%), Microsoft Corp (1.93%), Google Inc (1.88%), Union Pacific Corp (1.86%), Blackstone Group LP (1.77%), Home Depot Inc (1.72%)
and LyondellBasell Industries NV (1.69%). There are no assurances that any Janus portfolio currently holds these securities or other securities mentioned in this
commentary.
The opinions are as of 9/30/15 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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