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Janus Contrarian Fund

Investment Environment
U.S. equities ended the quarter notching gains, but uncertainty about global economic
growth, the prospect of rising rates and falling commodity prices were all sources of
concern for the market. Against this backdrop, the market was led by a narrow set of
stocks with higher, and more certain, near-term growth prospects.
Portfolio Manager:
Daniel R. Kozlowski, CFA

Performance Discussion
The Fund underperformed its benchmark, the S&P 500 Index, for the quarter. As part of
our contrarian investment approach, we seek companies undergoing structural changes
that have gone unrecognized by the market, but that stand to positively reshape the
company’s destiny and the stock’s performance over time. Investment candidates for the
Fund are generally out of favor with investors. To the extent that we are able to correctly
identify the changing dynamics at work within these companies and their industries, the
Fund’s investments will have the potential to move from out-of-favor to in-favor as they
execute their turnarounds. The current investment backdrop was not our ideal climate
for relative outperformance, as it was not an environment conducive to the market
recognizing positive changes at work for previously struggling companies, even if those
companies trade at low valuations.
Our largest detractor from performance during the quarter was Knowles Corp., a global
supplier of micro-acoustics used in smartphones, hearing aids and other applications.
We bought the position after the company was spun out of Dover, which we felt would
give management more control over its own destiny. The company’s share price has
suffered from declining smartphone sales during the period, including sales of the Apple
iPhone 6s, for which Knowles is a significant supplier. In addition, Knowles’ acquisition of
Audience Inc. earlier this year has not produced expected results. We continue to hold
our shares due to the stock’s attractive valuation, its position as a major supplier to
Apple, and its dominance in the hearing aid market, which is poised to grow strongly in
2016 and beyond.
Specialty pharmaceutical company Endo International was another detractor from the
Fund’s returns. The company reported lower than expected third quarter earnings
resulting from a write-down related to an acquisition it made earlier in 2015. Looking
ahead, the company stands to benefit significantly from a new product set to launch in
early 2016: Belbuca is a Schedule-3 opioid that was recently approved by the FDA for
use in chronic pain. Unlike other opioids, Belbuca is far less abusable, and therefore will
not require handwritten prescriptions from doctors, but can instead be refilled
automatically. These qualities will appeal to both doctors and patients. We added to our
position in Endo on share price weakness in October. We are encouraged that at the
quarter’s close, most of the company’s senior management had recently bought stock in
Endo as well. Endo also announced in November its plans to buy back $250 million of
its common shares.
Indivior Plc was another large detractor. The specialty pharmaceutical company’s shares
have suffered as Indivior has gone to trial with generic drug firms over the patents
behind its leading product, Suboxone, which is used in the treatment of opioid addiction.
The FDA’s rejection of an intranasal spray Indivivior was developing to treat suspected
opioid overdose also weighed on the stock. We continue to like the company, however.
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Executive Summary
• U.S. equities notched gains in
the period, but slow global
economic growth and the
prospect of rising rates in the
U.S. were sources of concern
for the market.
• The Fund underperformed its
benchmark during the period.
• We continue to be encouraged
about the fundamental
improvements and changes
taking place at the companies
in our Fund.
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The loss of the intranasal spray only represents a small portion
of Indivior’s total expected sales, and we believe the company
will continue to diversify its drug pipeline in the future. We also
believe Indivior will reach a settlement with generic companies
over Suboxone patents, but even if generic manufacturers are
allowed to enter that market, we believe Indivior will command a
reasonable amount of market share as its taste-masking
technology makes an otherwise bitter pill much more palatable
to patients.
The Fund’s investment in Mattel Inc. was its strongest
contributor to returns. The stock has enjoyed an increasingly
successful turn-around, helped by improving sales in its Barbie
line. 2015 has been a year of positive cultural change at Mattel,
which hired a key executive who has created partnerships with
strategic outside firms, and has hired new people to lead many
of the company’s brands. We continue to hold our shares as we
anticipate stronger profitability over the next two years resulting
from the changes that are taking place now.
United Continental Holdings was another strong contributor to
returns. United is benefiting from both industry-specific and
company-specific changes. The airline industry has
consolidated considerably, giving the largest competitors the
ability to reduce capacity and hold pricing power for the first
time in decades. Specific to United, it is still early in the timeline

of integrating Continental compared with other airlines that
have conducted large mergers or acqusitions. Earlier in the
year, United also hired a new CEO we believe will unify the
company and create value going forward. We saw a glimpse of
the company’s improved operations this quarter, as October and
November of 2015 were United’s best months in terms of ontime arrival metrics. The falling price of fuel has also supported
United’s profitability.
Our shares in Mallinckrodt, a biopharmaceutical company, also
added to the Fund’s performance. Mallinckrodt was spun off
from Covidien in mid-2013. In our view, Mallinckrodt was never
a primary focus of Covidien’s business, but now that it is
operating independently, the management team has more
flexibility to dictate the strategy and incentive structure at the
company. Since that time, costs have been trimmed, resources
have been allocated more productively and the culture of the
company has been energized. The stock enjoyed a rebound
from the third quarter, after reporting strong quarterly earnings
that beat analysts’ expectations. Sales of the company’s lead
drug, Acthar, which is used to treat infantile spasms and other
disorders, grew 9% during the quarter. Mallinckrodt’s secondlargest product, Inomax, also showed significant sales growth.
Inomax is an inhaled drug used to treat pulmonary hypertension
in premature babies.

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

Outlook
While disappointed with our performance this quarter, little has
changed in terms of our conviction in the companies we hold.
Our strategy has always been to invest in companies where we
see change taking place that will lead to a meaningful impact
on profitability a year or two in the future. We seek to be early in
identifying those underlying changes, which means many of our
holdings trade at lower valuations. In recent months, those low

valuations have provided little support for some of our stocks as
the market waits to see results that prove a positive change is
underway. For many of our holdings, we have seen companies
announce large share buybacks or management teams report
insider buying, which points to their own confidence in the
undelying improvements about to take shape for their
companies. We look forward to seeing how these changes play
out in 2016.
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Top Contributors and Detractors for the Quarter Ended 12/31/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Mattel Inc

6.72

1.60

Knowles Corp

4.20

-1.60

Mallinckrodt PLC

6.36

0.95

Endo International PLC

8.36

-0.98

United Continental Holdings Inc

11.77

0.93

Advance Auto Parts Inc

1.92

-0.60

MPLX LP

3.26

0.73

Indivior PLC

1.49

-0.50

Wendy's Co

3.03

0.71

Lands' End Inc

2.72

-0.40

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

Mattel: The company is a leader in the design, manufacture
and marketing of toys and family products. We believe new
leadership at the company could help refocus Mattel on
improving innovation among its core brands.

Knowles Corp.: The company was spun off of Dover. We
believe the market has failed to appreciate the growth
potential of the company’s business manufacturing
microphones for mobile devices and hearing aids.

Mallinckrodt Pharmaceuticals: The pharmaceutical
company was spun off from Covidien. We believe the
management team at Mallinckrodt will continue to reduce
costs and improve the management of its existing assets.
We also like the potential for some of the company’s
treatments including Ofirmev, an acetaminophen injection
the company obtained as part of an acquisition, and also
Xartemis, an extended-release, abuse-deterrent
pain treatment.

Endo International: We believe the new management
team, which has demonstrated previous success at other
pharmaceutical companies, will make Endo more efficient.
Similar to management’s strategy at previous
pharmaceutical companies, we believe the team will be able
to execute a successful acquisition strategy to leverage
scale and create efficiencies.

United Continental: United Continental is one of the
world’s largest airline carriers. The company has upside
potential, in our view. Returns on invested capital are rising
and likely to improve due to scale advantages after United’s
merger with Continental. Moreover, the airline has pricing
power for the first time in years due to capacity reductions in
the industry.
MPLX LP: The master limited partnership (MLP) gathers
and processes natural gas and transports, fractionates and
stores natural gas liquids (NGLs). We appreciate that its
assets are focused on the prolific Marcellus (mostly in West
Virginia and Pennsylvania) and Utica (northeastern U.S. and
adjacent parts of Canada) shale development areas and feel
that it has a superior capital structure. We also think the
MLP will grow its distribution over the next several years.

Advance Auto Parts: We believe the size and scale of the
auto parts supplier gives it a pricing advantage that will help
it take share from smaller, independently owned parts stores.
We also believe that the consultative sale required for selling
auto parts protects Advance Auto from online competition.
Indivior: Indivior is a global specialty pharmaceutical
company focused on the treatment of opioid addiction that
was spun out of Reckitt Benckiser in late 2014. We find the
company's product pipeline is very attractive for a company
of its size.
Lands’ End: The clothing company was spun off from Sears
in late 2013. We like the way the retailer is positioned as
more sales take place online. Lands’ End has few retail lease
obligations, and is investing in design fulfillment and Internet
marketing. We also like the new management team, and see
growth potential as Lands’ End enters new
international markets.

Wendy’s: We think the company is poised to see revenue
growth as it re-images many of its major stores. We also like
that the management team is moving toward a franchise
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Top Contributors (continued)
business model, which is less capital-intensive than directly
owning and operating stores.

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 12/31/15 the top ten portfolio holdings of Janus Contrarian Fund are: United Continental Holdings Inc (11.66%), Endo International PLC (8.29%), Mattel
Inc (6.66%), Mallinckrodt PLC (6.31%), St Joe Co (6.03%), Dollar Tree Inc (4.78%), Knowles Corp (4.16%), Motorola Solutions Inc (3.90%), E*TRADE Financial
Corp (3.43%) and MPLX LP (3.23%). There are no assurances that any Janus portfolio currently holds these securities or other securities mentioned in this
commentary.
The opinions are as of 12/31/15 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.
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.
Investments in derivatives can be highly volatile and involve additional risks than if the underlying securities were held directly. Such risks include
gains or losses which, as a result of leverage, can be substantially greater than the derivatives’ original cost. There is also a possibility that
derivatives may not perform as intended, which can reduce opportunity for gain or result in losses by offsetting positive returns in other securities.
There are special risks associated with selling securities short. Stocks sold short have the potential risk of unlimited losses.
S&P 500® Index measures broad U.S. equity performance.
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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