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Janus Contrarian Fund

Investment Environment
U.S. equities ended the quarter slightly higher. Volatility remained low and stocks
generally traded in a narrow range for much of the quarter, as the market continued to
digest what the eventual end of the Federal Reserve’s accommodative monetary policies
will mean for both the stock market and broader economy. The after-effects of a strong
dollar and a debate over where oil prices will settle for the long term were other key
questions that hung over equity markets. After drifting higher during the period, equities
sold off at the end of the quarter due to concerns about a potential Greek exit from the
eurozone after the country defaulted on its loan payment due to the International
Monetary Fund.

Portfolio Manager:
Daniel R. Kozlowski, CFA

Executive Summary
Performance Discussion
The Fund underperformed its benchmark, the S&P 500 Index, during the quarter. As part
of our contrarian investment mandate, we seek companies 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. As contrarian investors, we are structured to withstand a
negative consensus argument against the companies we hold, and this quarter, negative
sentiment around some of our largest holdings led to disappointing performance.
However, as we explain in the sections below, we continue to have a high degree of
conviction in those companies that were large detractors, and are actually more excited
about the Fund than at any point in the last three years.
United Continental was our largest detractor. Our basic thesis on United, and other
airline holdings which have been large contributors to performance in recent years, is
that industry consolidation will continue to be a long-term tailwind to profitability for the
largest carriers. Now that a smaller number of competitors control a greater share of
total flight capacity, industry participants are acting more rationally and largely avoiding
the destructive price wars that have historically plagued airlines. That thesis was tested
this quarter when some operators added capacity in a few select markets. We
understand the underlying dynamics of these moves very well and do not subscribe to
the bear case that the industry is poised to act irrationally again. This myopic view
overlooks the fact that airlines are currently operating very few, if any, unprofitable
routes. And given the much improved financial health of airlines today, we think there is
little incentive to start slashing prices just to get any passengers in the seats. If oil prices
were to rise again, or the economy were to soften, we believe capacity discipline within
the industry would come back with a vengeance to preserve pricing power. We think the
improving competitive dynamics and improving profitability in the industry – United, for
example, reported its highest level of earnings in the company’s history during the first
quarter – commands a much higher multiple than what the market has currently
assigned to United.
Endo International was another large detractor that we continue to have a high degree
of conviction in. We continue to like the direction Endo’s new CEO is taking the
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• U.S. equities moved slightly
higher during the period and
volatility remained low.
• The Fund underperformed its
benchmark during the period.
We continue to have a high
level of conviction in our
contrarian thesis for stocks that
were the largest detractors this
quarter.
• We expect the economy to
continue growing at a slow
pace, but we expect the ability
to correctly identify underlying
changes for the companies we
hold to be a larger driver of
performance than economic
growth.
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company. The CEO came from one of the most successful
specialty pharmaceutical companies of the last five years. That
company had an impressive strategy of driving down its
operating expenses and making shrewd acquisitions to help
grow the business, and Endo’s CEO has implemented a similar
strategy at his new company. However, the stock was down this
quarter after the market responded negatively to what many
perceived as a high price Endo paid to acquire generic drug
company Par Pharmaceutical. We think that Endo paid a fair
price for a valuable asset. The acquisition of Par makes Endo
the fifth-largest generic drug company. We believe
consolidation of the generic drug industry is necessary.
Hospitals, pharmacy benefit managers and managed care
companies are consolidating, and we believe generic drug
makers will need to gain scale in order to have greater say on
pricing against a shrinking number of drug buyers.
Lands’ End was another large detractor. The company was
spun off from Sears roughly a year ago, but there is still a
negative halo surrounding the company due to its association
with Sears. In reality, we believe the companies couldn’t be
more different. Sears and other large retailers have been hurt
by the migration toward mobile and online shopping. Lands’ End
is actually incredibly well positioned for this change, as the
company has very few lease obligations and derives the vast
majority of its sales online. Another reason we hold the stock is
that we believe a new CEO, who understands merchandising
and branding quite well, will help improve the company’s image.
The stock was down this quarter because of disappointing first
quarter earnings. We believe the poor earnings results were
due largely to the previous management team overreacting to
weak fourth quarter sales and discounting too many items.

quarter, validating our thesis of the changes taking place at the
companies. Herbalife was our largest contributor. The company
sells its weight management and nutritional supplements
through a network of independent resellers. The stock has
drawn considerable interest from short sellers, who have tried
to illegitimize the business, pointing to the failure rate of many
of these independent resellers and claiming the company is
making more money by recruiting new distributors than it does
from product sales. Our thesis has been that the failure rate of
these independent sellers is not that different from most small
businesses, and that the company sells a viable product with a
legitimate path to earnings growth. The stock has risen as the
company has put up better results and the short case for the
company has unwound.
Indivior was another a top contributor. Indivior is a global
specialty pharmaceutical company that was spun out of Reckitt
Benckiser late last year. Indivior’s flagship product is
SUBOXONE Film for opioid addiction. We believe the company
will continue to have the dominant market share in generic and
branded treatment types for opioid addiction, and find Indivior's
product pipeline very attractive for a company of its size. The
stock was up this quarter due to strong earnings and sales
trends.
JPMorgan was another top contributor this quarter. We think
regulatory overhang has created negative sentiment for
megabanks, and that stocks for some large franchises such as
JPMorgan remain significantly undervalued. We also think there
is a possibility that some of these banks could spin out some of
their noncore banking assets, and that these spinouts may
perform better on an isolated basis.

While disappointed by the performance of some of those large
holdings, we held other stocks that improved their results this
For detailed performance information or to download a Fact Sheet, please visit www.janus.com/funds

Outlook
We would expect the economy to continue to demonstrate slow
growth. The industrial segment of the economy has had to
adjust to the dramatic fall in crude prices, resulting in capital
expenditure reductions for many energy-related companies.
The economy has proved resilient in digesting some of those
cutbacks, but we are yet to see a new segment of the economy
break out and lead the U.S. forward.
While economic growth may be slow, we don’t expect the
economy to be as large of a driver of our investment process as
it is to many equity strategies. Our performance will ultimately
be driven by whether or not the stocks in our Fund can execute

the types of turnarounds or improvements that are inherent in
our contrarian view of these companies. This quarter was
admittedly a bad quarter for performance, but we continue to
have a high degree of conviction in our stocks and do not think
our contrarian thesis behind any of our large holdings is broken.
We believe the low valuations the market has assigned to these
companies due to near-term negative sentiment has created a
number of stocks in our portfolio that are poised for a positive
revaluation and should perform quite well going forward. On a
snapshot basis, as we look at the valuations for many of our
largest holdings, we are more optimistic about the relative value
of our portfolio compared to the S&P 500 than at any point
since 2012, and look forward to seeing how the changes at
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many of these companies play out in the coming months.

Top Contributors and Detractors for the Quarter Ended 6/30/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Herbalife Ltd

2.86

0.61

United Continental Holdings Inc

9.96

-1.95

Indivior PLC

1.84

0.30

Endo International PLC

8.88

-1.02

JPMorgan Chase & Co

2.62

0.17

Lands' End Inc

2.13

-0.80

E*TRADE Financial Corp

3.39

0.16

St Joe Co

4.31

-0.74

Microsoft Corp

0.00

0.16

Motorola Solutions Inc

5.10

-0.69

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

Herbalife: Herbalife is a global nutrition and weight
management company. There is negative sentiment around
the company due to the high failure rate of the independent
sellers who distribute Herbalife’s products. We believe the
company’s products are more viable than the market is
currently giving Herbalife credit for.

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.

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.
JPMorgan: We believe the bank’s earnings power is among
the best relative to peers. We think JPMorgan continues to
gain market share as a result of investments it has made in
its various businesses in recent years. We also appreciate its
diversified mix of quality businesses, international exposure
and potential for further significant capital returns to
shareholders.
E*Trade Financial: E*Trade Financial Corporation is a
financial services company offering online brokerage
services and related products for investors. We like the
improvements taking place since a new CEO joined the
company in 2013. The company is reducing its exposure to
legacy mortgage credit, is lowering mortgage-related bank
expenses, and has reduced some of its higher cost
corporate debt. We anticipate it will begin to take further
shareholder friendly actions with its excess capital and
would benefit from higher interest rates.

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.
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.
St. Joe Corp.: The real estate development company, which
owns approximately 180,000 acres in Northwest Florida,
has been restructuring its operations to help maximize the
value of its existing land holdings. We believe the current
book value understates the actual value of that land, and we
think that view gained significant traction this year with the
company completing a major sale of non-coastal acreage at
what we consider attractive pricing. St. Joe now has
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Top Contributors (continued)

Top Detractors (continued)

Microsoft: We held Microsoft because we believed the
market was focused too much on its smartphone business,
which lagged some of its competitors. However, we thought
the market was overlooking the durability of its enterprise
business. Many of Microsoft’s products and services are
heavily embedded with consumers and businesses all over
the world, and those assets were more durable than the
market was giving Microsoft credit for. We also believed
there was potential for the company’s new management
team to initiate several positive new growth initiatives for the
company. We sold the position after gains this quarter.

approximately $675 million of cash on its balance sheet, and
a land bank that we believe is poised to generate attractive
development returns as economic growth picks up in the
region.
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. 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.

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 6/30/15 the top ten portfolio holdings of Janus Contrarian Fund are: United Continental Holdings Inc (9.58%), Endo International PLC (8.54%),
Mallinckrodt PLC (7.52%), Air Products & Chemicals Inc (5.18%), Motorola Solutions Inc (4.90%), St Joe Co (4.14%), Knowles Corp (4.11%), Mattel Inc (3.92%),
Dollar Tree Inc (3.69%) and E*TRADE Financial Corp (3.26%). There are no assurances that any Janus portfolio currently holds these securities or other securities
mentioned in this commentary.
The opinions are as of 6/30/15 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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