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Janus Contrarian Fund

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.

Performance Discussion
As part of our contrarian investment approach, we seek companies undergoing
structural changes that are unrecognized by the market, but that stand to positively
reshape the company’s destiny and the stock’s performance over time. As a contrarian
fund, our investment candidates are, by definition, 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 Fund underperformed its benchmark, the S&P 500 Index, for the quarter, due in part
to our investments in United Continental Holdings and American Airlines. Both stocks
sold off along with other airlines following data that pointed to a softer-than-expected
pricing environment. Over the last year and a half, airline ticket pricing has softened
along with declining fuel costs. Many airlines responded to lower fuel costs by adding
marginally to their number of flights offered – a move that has aided the industry’s
record profitability.
We remain positive on United Continental and American Airlines as we believe they are
well positioned to benefit from some positive trends in the industry. One such trend is
consolidation through further merger activity. The industry’s five major airlines now
control nearly 90% of market share. Large carriers like United and American have
benefited from industry consolidation, which has given them pricing power for the first
time in decades. As energy prices edge higher, we also expect both companies to scale
back from the capacity they recently added. As the number of available flights become
more limited, both United and American should be able to raise ticket prices in line with
input cost increases, thus preserving relative profitability through the current market
cycle. In this way, supply and demand are likely to become more closely matched in a
softer demand environment.
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Executive Summary
• The Fund underperformed its
benchmark during the period.
• Our investments in major
airlines suffered from pricing
weakness, which overwhelmed
numerous positive factors.
• Stocks with volatile earnings
continue to be punished,
providing good buying
opportunities for the Fund,
especially in companies going
through turnarounds.
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With both American and United, earnings and cash flows have
never been stronger. This strong cash flow has been used to
both pay down debt, thereby strengthening balance sheets; as
well as buy back shares, which should improve future earnings
per share.

“toll roads” of the energy business. The company specializes in
natural gas liquids (NGLs) such as propane, butane and ethane.
Enterprise Products operates at oil well heads, where it splits
off its different components and ships them to its customers,
which include chemical companies and refineries.

Another of the Fund’s larger detractors was casual apparel and
outerwear maker Lands’ End. The company’s new CEO is in the
beginning stages of executing a turnaround for the firm’s
product line, which has become outdated. In many of the
corporate turnarounds we’ve seen, initial optimism is followed
by a period of resistance during which the new strategy must
prevail if it is to be converted into results. Lands’ End is
currently experiencing these headwinds, as is evidenced by its
stock price.

As a master limited partnership (MLP), Enterprise Products’
shares are thinly traded, and are therefore more susceptible to
volatility. The stock was especially hard-hit during the market
downturn in energy stocks, which took place throughout 2015
and early this year. We initially invested in Enterprise Products
during the market sell-off of energy MLPs in the first quarter of
this year because it is among the most stable and well funded
of the MLPs we have seen. We also thought that energy MLPs
had been unfairly punished because of their lack of liquidity. As
the energy sector began to recover in late February, the
position rebounded.

We are confident about the potential of Lands’ End for several
reasons. First, the company has the leadership and commitment
in place to make its turnaround succeed – though that will take
time. In addition, Lands’ End, which is 90% direct-to-consumer,
is better positioned for the new world of internet-based
commerce. The company has more than $1 billion in annual
sales revenue that isn’t tied to shopping malls. By comparison,
its largest competitors, like Gap and JCrew, are saddled with
bricks-and-mortar cost structures that are likely to weigh
on profitability.
We see Lands’ End as attractively valued on an enterprise value
to sales basis, trading at a significant discount to its peer group
of direct-to-consumer brands. As the company’s negative sales
trend begins to improve, we expect the share price to begin to
reflect new management’s improved strategy and the
revitalization of Lands’ End’s product line.
Zebra Technologies was another detractor. The company
manufactures and sells marking, tracking and computer printing
technologies. Currently, Zebra has about 30% to 40% of the
market share for barcode printing worldwide, along with a
substantial market share in handheld mobile data-capture
devices. Zebra’s products help its clients manage inventories
more efficiently, track spending, and achieve higher returns on
invested capital.
Because sales in the retail industry were relatively weak at the
end of 2015, many retailers were forced to perform strategic
reviews to determine where to invest. This caused a pause in
capital spending, which negatively impacted Zebra’s first quarter
sales. We remain optimistic about the company due to our
belief that Zebra’s products represent a necessary investment
that retailers must make in order to compete against the
growing threat of online commerce. The company is currently
attractively priced, trading at a single-digit forward
earnings multiple.
Enterprise Products was our strongest contributor to returns.
Enterprise Products is a pipeline company that operates the

We believe energy investors today are taking a more informed
view on the industry’s supply and demand dynamics,
recognizing that the U.S. is well positioned to sustain its current
position as the global price leader of NGLs. We initially bought
Enterprise Products at an attractive dividend yield of 9%, but
expect that yield to eventually trade below 5% as investors
become increasingly aware of the company’s stability and
potential, and bid its share price higher.
Battery manufacturer Energizer Holdings was another
contributor to performance. We initiated our position in
Energizer in the second half of last year because it is one of the
more attractively valued consumer staples companies based on
a forward enterprise value to EBITDA (Earnings Before Interest,
Taxes, Depreciation and Amortization) basis. In addition,
Energizer plans to continue its strategy of leveraging its
powerful battery distribution network to create value through
strategic mergers and acquisitions. With this strategy, Energizer
has purchased complementary brands that it then distributes to
its core customers, which include Walmart, Target and Home
Depot. Execution of this strategy helped the share price during
the quarter.
Energizer also stands to benefit from Berkshire Hathaway’s
purchase of its main competitor, Duracell, from Procter &
Gamble. Historically, Berkshire Hathaway has proven to be a
rational market participant in regards to its pricing strategy. We
therefore expect the intense pricing competition between
Energizer and Duracell to moderate as a result of Duracell’s
new ownership.
We value Energizer using its forward enterprise value to
EBITDA. On this basis, Energizer continues to be one of the
more attractively valued companies in the consumer
staples sector.
Dollar Tree also contributed to returns. The company has
benefited from synergies following its 2015 purchase of
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competitor Family Dollar. Dollar Tree is now one of two
dominant companies in its space, the other being Dollar
General. We expect Dollar Tree’s profitability to continue to
improve as management drives the newly merged company

toward greater levels of efficiency and profitability. We believe
the stock is attractively valued due to its future earnings
growth prospects.

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

Outlook
In today’s market environment, we believe the most undervalued
companies are cyclicals and those that have employed financial
leverage. Specifically, companies with volatile earnings have
been in a bear market that started in October of 2014. In this
environment, we continue to find opportunities to buy quality
assets for the Fund that are valued at material discounts to their
intrinsic value. Nevertheless, many of these types of equities
continue to suffer from the market's fear of earnings volatility.

While we appreciate elements of the market’s concerns, we
believe the valuation spread between low and high volatility
earnings is far too wide. As the Fund’s turnaround investments
experience positive fundamental changes, we expect the
valuation spread to narrow and for our stocks to outperform the
overall market. While these changes will take patience, the
Fund is well positioned to capture what we believe will be
positive future outcomes.

Top Contributors and Detractors for the Quarter Ended 6/30/16
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Enterprise Products Partners LP

5.42

0.92

United Continental Holdings Inc

8.15

-3.22

Energizer Holdings Inc

2.97

0.61

Lands' End Inc

2.30

-1.17

Dollar Tree Inc

2.76

0.51

Zebra Technologies Corp

3.30

-0.91

MPLX LP

1.05

0.26

American Airlines Group Inc

3.05

-0.86

St. Joe Corp.

7.01

0.22

Motorola Solutions Inc

3.62

-0.48

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

Enterprise Products Partners: The master limited
partnership owns assets that are part of the midstream
energy value chain and includes interstate and intrastate
natural gas transportation, natural gas gathering and
processing, natural gas storage, and natural gas liquids and
crude oil transportation among others. We like EPD for its
high dividend and appreciate that management is seeking to
lower business risk by requiring more fixed fee contracts
rather than variable ones.

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.

Energizer Holdings: Energizer Holdings is the spun off
company focused on household products, and is the result
of the original parent company separating its household
products and personal care buisnesses. The spun out
company is one of the world's largest manufacturers of

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.
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Top Contributors (continued)

Top Detractors (continued)

primary batteries and portable lighting products. We like that
Energizer competes within an attractive industry structure in
which three brands represent the bulk of the total market.
We also like the potential for Energizer’s management team
to put more focus on profitability now that it has been
spun out.

Zebra Technologies: Zebra Technologies is a barcodeprinting and asset-tracking company. Zebra’s customer base
includes retail, industrial and logistics companies, as well as
health care. The company’s technology allows for more
efficient inventory management.

Dollar Tree: We think the company, which recently acquired
Family Dollar, will benefit from industry consolidation. We
like the company’s new store opportunities, as well as what
we view to be its proven management and stability.
MPLX: The master limited partnership 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.
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.

American Airlines Group: We believe American Airlines is
well positioned to benefit from some positive trends in the
industry, including further merger activity. Large carriers like
American have benefited from industry consolidation, as it
has given them pricing power for the first time in decades.
Additionally, earnings and cash flows remain strong. This
strong cash flow has been used to both pay down debt,
thereby strengthening balance sheets, and buy back shares,
which should improve future earnings per share.
Motorola Solutions: Formerly Motorola Inc., the company
provides mission-critical and business-critical
communication solutions (e.g., two-way radios, mobile
computing and data capture products) to government and
business clients. Despite governmental budget pressures,
first response communications equipment is well positioned
from funding, technology migration and political standpoints,
in our view. We believe the company’s ability to provide a
network solution that can connect local police, state police,
neighboring county police, firefighters, and emergency
medical technicians using the same radio frequency — can
be an important advantage in crisis situations. In our view,
demand trends and orders have stabilized for the business
following some weaker results, cost cutting is delivering, and
management is returning cash to shareholders at an
elevated pace.
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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).
As of 6/30/16 the top ten portfolio holdings of Janus Contrarian Fund are: United Continental Holdings Inc (8.06%), St. Joe Corp. (6.94%), Enterprise Products
Partners LP (5.36%), Knowles Corp (5.26%), Mattel Inc (5.20%), Ball Corp (4.62%), Crown Holdings Inc (3.70%), Air Products & Chemicals Inc (3.66%), Motorola
Solutions Inc (3.58%) and Zebra Technologies Corp (3.27%). 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 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.
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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