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Janus Diversified Alternatives Fund

Investment Environment
U.S. stocks rose over the early part of the quarter as markets regained their footing after
sliding in the wake of June’s Brexit results. Several benchmark indices then achieved
record highs due, in part, to an array of well-received economic data. Job gains for June
and July were especially strong. Stocks then remained largely range-bound for much of
the rest of the period as investors turned their attention toward monetary policy. The
calm was broken as Federal Reserve (Fed) officials put forth the case that the economy
was nearing the point where interest rates should be raised. This caused a drop in
investor confidence, sending stocks lower. Ultimately, the Fed passed on a rate hike,
although the level of dissent among voting members increased. Despite the late-period
volatility, many equity benchmarks managed to finish the quarter with gains, led mostly
by cyclical sectors, while defensives lagged the broader market.
Rates rose across the U.S. Treasury curve during the quarter. The shift upward was
pronounced in the 2-year note, the maturity most sensitive to rising rates, causing the
front end of the yield curve to steepen. The yield on the 10-year note also rose, but to a
lesser extent than the 2-year note, resulting in a flattening of the 10-2 spread. The 30year Treasury yield ticked just slightly higher. Treasurys represented the worst
performing sector in the Bloomberg Barclays U.S. Aggregate Bond Index. Investmentgrade corporate credit was the strongest-performing sector in the index. Corporate
credit was well bid during the quarter, and spreads on both investment-grade and
high-yield tightened.
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Executive Summary

Performance Discussion

• The Fund outperformed both its
primary benchmark and its
secondary benchmark.

The Fund outperformed its primary benchmark, the Bloomberg 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.

• Two of the equity strategies
were the leading contributors,
while three of the momentum
strategies detracted.

Investors’ uncertainty around the timing of future Fed rate hikes continued to impact
markets during the quarter. In our view, these questions, along with concerns over the
general efficacy of global central bank policy, contributed to the quarter’s extraordinarily
low volume and volatility in the markets for much of the period.

• The Fund’s models have
reduced the weighting to the
credit strategy and the equity
momentum strategy.

Despite these factors, a number of our strategies were able to capitalize on the
moderately more “risk-on” attitude of investors during the quarter as the immediate
aftermath of the Brexit vote wasn’t as bad as expected. Two of our equity strategies
were the leading contributors. The equity size strategy, which is long small-cap stocks
and short large-cap stocks, benefited as the continuation of low interest rates and the
lack of volatility encouraged investors to take some risks. The equity emerging strategy,
which looks to capture the potential return specifically associated with holding equities
in companies of less-developed economies, benefited as emerging markets rebounded.
Two of our commodity strategies also contributed. The commodity roll yield strategy –
which seeks to generate returns by providing liquidity to the most “crowded” section of
the commodity futures curve and is typically short the most active front-month contract
and long farther-dated tenors – contributed as grains and other agriculture commodities
were bearish during the quarter. The commodity value strategy, which looks to benefit
from identifying relative inventory conditions between commodities and investing in
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those that are signaling low inventories and selling those that
are signaling high inventories, also contributed.
Three of our four momentum strategies detracted from
performance during the quarter, led by the currency momentum
strategy, which looks to capture long-term movements in the
U.S. dollar versus a basket of foreign currencies. Although the
dollar ended the quarter only slightly lower than where it began,
it had extreme moves during the period, which weighed on the
strategy’s performance.

The commodity momentum strategy also underperformed. This
strategy looks to capture the persistence in the price movement
of commodities. The volatility in crude oil prices during the
quarter, although they remained relative range bound, impacted
the strategy.
The rates momentum strategy, which aims to capture the
persistence in the movement of interest rates, also detracted
from performance. The abrupt reversal in the bund during the
period negatively impacted the strategy’s performance.

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

Outlook
The Fund’s models are interpreting the low volume and volatility
in the markets as indicating that the parts of the market that
make up the risk premia strategies are becoming more

correlated. Therefore, in order to maintain its volatility target, the
amount of leverage in the strategies has been reduced.
Additionally, the Fund’s models have reduced the weighting to
the credit strategy and the equity momentum strategy.

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 9/30/16 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.
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.
Bloomberg 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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