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Janus Contrarian Fund

Investment Environment
U.S. equities continued to climb during the quarter as numerous data points, including
better-than-expected U.S. GDP growth and a declining unemployment rate, affirmed our
belief that the U.S. economy is on much stronger footing than the rest of the world.
Accommodative monetary policies in several large economies were also supportive of
equity markets. While equity indices ended the quarter up, markets were volatile as
sinking oil prices raised fears that global growth may be slowing.

Portfolio Manager:
Daniel R. Kozlowski, CFA

Performance Discussion
The Fund outperformed both its primary benchmark, the S&P 500 Index, and also its
secondary benchmark, the MSCI All Country World Index, during the quarter. As part of
our contrarian investment mandate, we seek companies that are undergoing a structural
change in their business or industry that has gone unrecognized by the market, but we
believe should positively reshape the company’s destiny, and stock performance, over
time. These stocks are generally out of favor with investors, but if we correctly identify
the changing dynamics at work within these companies or industries, the stocks in our
portfolio have the potential to move from being out of favor to in favor as the company
executes its turnaround. Over longer time horizons, our performance should be driven by
our ability to correctly identify those companies that are early in the process of
undergoing positive, dramatic changes. This quarter we were pleased to see many
holdings in our portfolio continue to drive positive performance as the market received
more indications of long-term improvements for the companies.
Many of our top contributors to performance this period were our largest holdings, which
represent our highest-conviction ideas. United Continental, for example, was our top
contributor. Airline companies have comprised large positions in our portfolio over the
last three years due to improving competitive dynamics taking place in the industry.
Consolidation from several large mergers has led to a reduction of airline capacity, giving
large airlines like United Continental pricing power for the first time in decades. As major
airlines gain pricing power, and also operational efficiencies, through consolidation,
these companies are creating tremendous shareholder value, in our opinion. This was
evident for United Continental this quarter. The stock was up nearly 40% as the
company announced its highest quarterly profit ever and also its first stock buyback in its
history.
Lands’ End was another top contributor. The company was spun off from Sears in late
2013 and until recently, the market has failed to realize that Lands’ End is completely
different from struggling legacy retailers such as Sears. Many large legacy retailers have
struggled as an increasing proportion of sales move online, but Lands’ End is actually
well positioned for this transition. The company has very few lease obligations and
derives the vast majority of its sales online. We also see growth ahead as the company
looks to grow its brand recognition internationally. This quarter the newly spun off
company gave the market a glimpse of its true earnings power as an independent
company. The stock was up more than 30% after the company announced earnings
results that handily beat consensus expectations.
Mallinckrodt Pharmaceuticals was another top contributor. The stock has been a large
contributor to performance in recent quarters, and we continue to see positive changes
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Executive Summary
• U.S. equities notched gains
during the period as numerous
data points suggested the
domestic economy was
improving.
• The Fund outperformed its
benchmark.
• We are seeing an increase in
contrarian investment ideas
from the number of spin-offs
taking place in the market.
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for the company. 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 has risen as the company’s
operating results have improved over the past year and a half.
While generally pleased with our performance this quarter, we
did have stocks that fell during the period and detracted from
our performance. Rayonier Advanced Materials was our largest
detractor. The specialty chemicals business was spun off from
Rayonier Inc. last summer. In recent months, a competitor has
been taking share from Rayonier by cutting the price for many
specialty chemicals the companies both produce. Excess
capacity in specialty chemicals industries has also put
downward pressure on pricing. Despite near-term pricing
pressure, we continue to like the long-term outlook for the
company. Rayonier’s specialty chemicals business has typically
generated high returns on invested capital. With a strong
balance sheet intact, and with more control over its own destiny
now that the specialty chemicals business has been spun off
from Rayonier Inc., we think the management team will be
aggressive in making acquisitions to consolidate the industry
and create a more favorable pricing environment. Pricing
dynamics will also improve as supply and demand for the
industry come back into equilibrium.

St. Joe Corp. was another detractor this period. The company
has a large amount of cash on its balance sheet and the stock
has been down in recent months as the market anticipates an
announcement on how the company will return some of that
cash to shareholders. We remain confident the return of more
capital is on its way. More importantly, we still think the market
is undervaluing its Florida real estate assets. We think the
company will continue to create value through its port and
airport, and see additional upside as St. Joe builds out one of
the nation’s largest active adult retirement communities.
Apache Corp. was also a detractor. Like many companies in the
energy sector, falling commodity prices were a headwind to the
stock this quarter. However, the sell-off due to weakness in oil
prices has provided some attractive opportunities to invest in
energy and production companies with good turnaround stories.
We certainly like the turnaround we believe is taking place at
Apache. The company is shedding its international businesses
and liquid natural gas businesses. Many investors have shied
away from the stock because it is hard to get a clear picture of
what the company will look like as a standalone, North
American-focused business. We’ve worked closely with our
analysts to understand how, and where, the company will
allocate capital in North America, and believe Apache will come
out of the transition with a strong North American energy
business, and a stronger balance sheet than most of its
competitors, which would actually position the company to
better withstand the near-term low oil price environment.

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

Outlook
The U.S. economy steadily improved in 2014, but we believe a
stronger U.S. consumer could reawaken economic growth in
2015. We believe that the employment picture is improving, and
lower oil prices should translate into more disposable income
for almost every American. While a stronger economy would be
good for equity markets, we believe our equity strategy is less
dependent on the macroeconomic backdrop than many other
equity strategies. Ultimately, our performance is driven less by
the macroeconomic backdrop, and more by our ability to
correctly identify companies or industries that are undergoing
favorable, transformative changes that can rewrite the entire
outlook for a company’s destiny, and its stock price.
While we are not dependent on the economy, the current
macroeconomic environment has nevertheless created
investment opportunities for our Fund. At a broad level, the slowgrowth economy of the past five years has forced many
companies to make the kind of significant changes we typically

look for. With little-to-no economic growth at their backs,
boards and management teams have been forced to take a
closer look at their businesses and create their own growth. As
this happens, we’ve seen more companies undergoing the
types of transformational changes we invest around, and we
believe we’ll continue to see more of those changes next year.
Going forward, we would expect to see an uptick in spin-offs
and would also expect to see more corporate boards getting
active in changing management teams when a management
team is underperforming. More recently, forced selling by many
event-driven hedge fund strategies has created an attractive
entry point to add to our positions in many of those companies
that have been spun off.
Sinking oil prices are also creating new opportunities. We are
spending more time reviewing energy companies to see if
depressed valuations provide opportunities. We are also
spending incrementally more time looking for contrarian
opportunities among companies that have strong ties to
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consumer spending, and also among industrial companies that
benefit from cheaper input costs as oil prices fall.

Top Contributors and Detractors for the Quarter Ended 12/31/14
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

United Continental Holdings, Inc.

8.68

2.81

Rayonier Advanced Materials, Inc.

1.67

-0.69

Lands' End, Inc.

3.81

0.93

NOW, Inc.

2.80

-0.43

Mallinckrodt PLC

7.07

0.66

St. Joe Co.

4.46

-0.39

Endo Health Solutions, Inc.

7.47

0.41

Apache Corp.

0.69

-0.37

Air Products & Chemicals, Inc.

4.10

0.35

Knowles Corp.

4.00

-0.34

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

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.

Rayonier Advanced Materials: Rayonier Advanced
Materials is the specialty chemicals business that was
recently spun off from Rayonier Inc. We like that the
company has dominant market share, and think it could
benefit from consolidation in the specialty chemicals
industry.

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.
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

NOW Inc: NOW Inc., also known as DistributionNOW, is a
distributor serving the energy and industrial sectors. The
business was spun off of National Oilwell Varco. We like the
company’s management team, and with a strong balance
sheet we think the company is well positioned to consolidate
the consumable and replacement parts industry serving the
energy sector.
St. Joe Corp: The real estate operating company is primarily
engaged in residential, commercial and industrial
development and rural land sales in Northwest Florida. We
think the market has failed to recognize the value of St.
Joe’s underlying acreage as well as its port and airport and
that, over the long term, the company will be able to
monetize these assets to generate returns for shareholders.
We also think St. Joe could be a beneficiary if we see a
continuation of a housing recovery in the region. Finally,
changes in the board and senior management give us
confidence that the company’s new leadership is committed
to increasing shareholder value.
Apache Corp.: We like the transition taking place at the oil
and gas exploration and production company as it sells its
international assets and liquid natural gas (LNG) businesses
to focus on its North American business.
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Top Contributors (continued)

Top Detractors (continued)

to execute a successful acquisition strategy to leverage
scale and create efficiencies.

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.

Air Products & Chemicals: The company provides
atmospheric, process and specialty gases; performance
materials; equipment; and technology. Its markets include
semiconductor materials, refinery hydrogen, coal gasification,
natural gas liquefaction and advanced coatings and
adhesives. We believe new management will be able to
improve the company’s operational and cost efficiencies,
boost pricing in its merchant business, as well as foster a
better corporate culture. Longer term, we think management
will be able to exit lower-margin markets, improve cash flows
and focus on share repurchases and dividend increases.

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 12/31/14 the top ten portfolio holdings of Janus Contrarian Fund are: United Continental Holdings, Inc. (8.30%), Endo Health Solutions, Inc. (7.15%),
Mallinckrodt PLC (6.76%), Motorola Solutions, Inc. (4.99%), St. Joe Co. (4.27%), Air Products & Chemicals, Inc. (3.92%), Knowles Corp. (3.83%), Lands' End, Inc.
(3.65%), Citigroup, Inc. (3.34%) and Microsoft Corp. (3.12%). There are no assurances that any Janus portfolio currently holds these securities or other securities
mentioned in this commentary.
The opinions are as of 12/31/14 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 is a commonly recognized, market capitalization weighted index of 500 widely held equity securities, designed to measure broad U.S. equity
performance.
MSCI All Country World IndexSM is an unmanaged, free float-adjusted market capitalization weighted index composed of stocks of companies located in
countries throughout the world. It is designed to measure equity market performance in global developed and emerging markets. The index includes reinvestment
of dividends, net of foreign withholding taxes.
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 Capital International Limited. © Janus Capital International Limited.
Funds distributed by Janus Distributors LLC
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