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Janus Diversified Alternatives Fund

Investment Environment
After recovering from their winter correction, U.S. stocks traded narrowly for much of the
second quarter. Investors gleaned enough positive news from economic data to keep stocks
buoyant. Better-than-expected export and housing data from China aided overall investor
sentiment, and a declining dollar paired with emerging stability in energy and commodityrelated sectors provided support for risk assets, including credit. Steady retail sales data along
with a key manufacturing survey’s return to expansion territory helped push markets higher.
Market participants were, however, surprised a few times during the quarter. First, June’s
probable interest rate hike by the Federal Reserve (Fed) was derailed by a weak employment
report from May. Questions about the health of the U.S. economy resurfaced, and the Fed
lowered its projection for future interest rate hikes. June’s second surprise came from Europe,
when voters in the UK opted to leave the European Union. Risk assets tumbled immediately
after the unexpected news, the dollar rose and yields on safe-haven government bonds fell as
bond prices were bid up by investors seeking safety. In the final days of the quarter, however,
credit spreads and U.S. equities recaptured much of their post-Brexit slide.
On an equity sector basis, energy performed well on the back of higher crude oil prices.
Defensive sectors also generated positive returns during the quarter. 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.
U.S. rates were range bound for most of the period but ended much lower than where they
began as investors flocked to safety in the face of Brexit unknowns. The Treasury curve
flattened significantly, and the yield on the 10-year note ended June at 1.47%, down from
1.77% at the end of March. Despite widening over Brexit concerns late in the quarter, both
investment-grade and high-yield corporate credit spreads compressed during the period.

Performance Discussion
The Fund delivered positive absolute returns during the period, although it underperformed
both its primary benchmark, the Barclays U.S. Aggregate Bond Index, and its secondary
benchmark, LIBOR + 3%, during the quarter. Over time, the Fund seeks to provide positive
absolute returns and offer true diversification with low correlation to stocks and bonds by
investing in a portfolio of risk premia strategies.
Prior to the surprise Brexit vote, we saw two factors impacting global financial markets. One
such theme was investors’ expectations for the timing of future rate hikes by the Fed. Early in
the period, investors were anticipating that the Fed’s next rate hike could be as early as June
or July. However, the much worse-than-expected nonfarm payrolls number reported in May
derailed the probability of any rate hikes before the end of the year. The Fund was able to
capitalize on the sharply contrasting movements in the market driven by these expectations,
and the two fixed income strategies – the credit strategy and the rates momentum strategy –
were the leading contributors to returns. The credit strategy seeks to capture the potential
systematic return associated with the default and duration risks of investing in bond markets,
while the rates momentum strategy looks to capture the persistence in the movement of
interest rates generally associated with the gradual but deliberate implementation of global
central bank policy. Both strategies also benefited from the extreme, albeit short-term, fall in
rates in the aftermath of the Brexit vote.
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Executive Summary
• The Fund underperformed both
its primary benchmark and its
secondary benchmark.
• The Fund’s rates momentum
strategy was the leading
contributor, while the currency
momentum strategy detracted.
• Given the strength in crude oil
and commodities during the
quarter, the Fund’s models
increased the exposure to
commodity value and equity
value.
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One more important theme was the general strengthening in
commodity prices; gold, for example, gained over 7% during the
quarter. The equity value and commodity value strategies benefited
from this trend. The equity value strategy aims to capture the
potential returns associated with holding value equities while also
being short growth stocks. Due to the prevalence of commodityrelated value stocks, this strategy benefited as commodities
rebounded. The commodity value strategy looks to benefit from
identifying relative inventory conditions between commodities and
investing in those that are signaling low inventories and selling
those that are signaling high inventories.
The unanticipated outcome of the Brexit vote in the UK negatively
impacted a number of the Fund’s strategies. The leading detractor
during the quarter was the currency momentum strategy, which

aims to capture long-term movements in the U.S. dollar versus a
basket of foreign currencies. The strategy underperformed in the
aftermath of the Brexit vote, in which the U.S. dollar spiked, because
the strategy was short the currency. The equity momentum strategy,
which aims to capture directional momentum in equities through the
quantitative analysis of equity index price movement, also
underperformed. Markets were volatile following the vote, which
impacted the strategy’s performance.
Another leading detractor was the commodity curve strategy, which
seeks to generate returns by providing liquidity to the most
“crowded” section of the commodity futures curve; it is typically
short the most active front-month contract and long farther-dated
tenors. This strategy was negatively impacted as crude oil prices
strengthened during the quarter.

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

Outlook
The strong market moves near the end of the period impacted the
positioning of the Fund’s models. For example, given the volatility in
currency markets, the weighting to the currency-related strategies
was decreased. Additionally, given the strength in crude oil and

commodities during the quarter, the models increased the exposure
to commodity value. The exposure to equity value was also
increased due to the strategy’s exposure to crude oil. The exposure
to rates momentum has also increased due to its recent low
correlation to the other strategies in the Fund.
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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 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.
Portfolio Manager information is as of 7/1/16.
Risk premia contribution is based on a model portfolio, and may differ from actual contribution. It is calculated using an internal, manual process, and reflects the
deduction of trading costs, fees and expenses. Risk premia contribution is intended to demonstrate the impact of each risk premia strategy within the portfolio.
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.
There is a risk that the Fund’s investments will correlate with stocks and bonds to a greater degree than anticipated, and the investment process
may not achieve the desired results. The Fund may underperform during up markets and be negatively affected in down markets. Diversification
does not assure a profit or eliminate the risk of loss.
Investments in commodities, commodity-linked notes, securities derivatives, futures, foreign securities, short sales and investments through a
nonregistered subsidiary provide exposure to certain special risks, including greater volatility and loss of interest and principal, and may not be
appropriate for all investors. Commodities are speculative and may fluctuate widely based on a variety of factors, including market movements,
economic events and supply and demand disruptions. Derivatives involve risks in addition to the risks of the underlying securities, including gains
or losses which, as a result of leverage, can be substantially greater than the derivatives’ original cost. Short sales are speculative transactions with
potentially unlimited losses, and the use of leverage can magnify the effect of losses.
Holding a meaningful portion of assets in cash or cash equivalents may negatively affect performance.
Barclays U.S. Aggregate Bond Index is a broad-based measure of the investment grade, US dollar-denominated, fixed-rate taxable bond market.
LIBOR (London Interbank Offered Rate) is a short-term interest rate that banks charge one another and that is generally representative of the most competitive
and current cash rates available.
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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