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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 later achieved
record highs, due, in part, to an array of well-received economic data. Job gains for June
and July remained especially strong. Stocks then remained largely range-bound for
much of the remainder 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 lateperiod sell-off, many benchmarks finished the quarter with slight gains, led mostly by
cyclical sectors.
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Performance Discussion
The Fund outperformed its benchmark, the Russell Midcap Growth Index, during the
period. Our Fund tends to emphasize companies that we believe have more predictable
business models, recurring revenue streams and strong competitive positioning that
allows them to take market share and experience sustainable long-term growth. As part
of our focus on companies with more sustainable growth profiles, we also tend to favor
companies that have strong free cash flow growth and high levels of return on invested
capital. We believe a collection of companies with more sustainable growth profiles will
lead to outperformance of our benchmark over longer time horizons.
In this particular quarter, our underweight to the consumer staples sector was a large
contributor to our relative outperformance. While we can find companies within the
sector that have strong competitive advantages and highly cash-generative business
models, stocks for those types of consumer staples companies trade at excessive
valuations given their low growth, in our view. It is easier to find durable businesses with
growth at more reasonable valuations in other sectors, which has led to a structural
underweight to the consumer staples sector for some time now. That underweight
helped this quarter as many of the defensive sectors sold off.
We were also pleased by the performance of many individual stocks in the portfolio this
quarter. Medivation was our top contributor. The stock was up after Pfizer announced it
would acquire the company. We weren’t surprised that Medivation was an acquisition
target, given the long-term growth potential of its prostate cancer drug, Xtandi.
Varian Medical Systems was another top contributor. The company provides radiation
oncology equipment to hospitals and standalone treatment centers. The stock was up
after the company reported better-than-expected revenue growth. We believe the
market has become more constructive on the company’s growth potential as clinics
upgrade their equipment to perform stereotactic radio surgery, a form of radiotherapy
that uses 3-D imaging to target high doses of radiation to a tumor, while minimizing the
impact on surrounding healthy body tissue. We believe a software platform offered by
the company that allows oncologists, surgeons, radiation therapists and other care
providers to coordinate their care together also holds potential for the company.
WEX Inc. was also a top contributor. The company provides fuel payment cards for
trucking fleets and also provides several other unique payment services. The company’s
Page 1 of 4

Portfolio Manager:
Cody Wheaton, CFA

Executive Summary
• U.S. stocks reached record
highs during the period but
were volatile toward the end of
the quarter.
• The Fund outperformed its
benchmark during the period.
• We have a cautious outlook for
stocks. Uncertainty over the
presidential election and the
direction of monetary policy
could both be sources of
volatility for the markets in the
coming months.
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stock rose in anticipation of higher fuel costs, which ultimately
translates into a higher value of charges on its fuel
payment cards.
While pleased with our relative performance during the quarter,
we still had stocks that produced disappointing results.
ServiceMaster Global was our largest detractor. The company
owns Terminix, among other businesses, and the stock fell after
the Terminix president announced he was stepping down.
Organic growth at Terminix has been underwhelming lately, but
we continue to like the company. We like that the pest control
business, and some of ServiceMaster’s other business lines, are
not economically sensitive, and continue to believe the company
trades at a reasonable valuation for a non-economically
sensitive, high-margin business.
Crown Castle International was another large detractor. Real
estate investment trusts (REITs) such as Crown Castle fell
during the period in anticipation of potentially higher interest
rates before the year is over. Our view on the company remains

unchanged. Crown Castle owns wireless communications
towers and leases space on those towers to mobile carriers. As
consumers continue to increase data consumption, we believe it
will continue to drive higher demand from mobile carriers
needing to place more equipment on Crown Castle’s towers.
Athenahealth was another detractor. The stock was down in
part because the chief operating officer announced he was
leaving the company. The company, which provides cloud-based
software services for the health care industry, is trying to branch
out and extend those services to more large hospital groups.
There haven’t been many new large groups signing up for the
services lately, which also likely affected the stock, but we
continue to have a high degree of conviction in the company. It
takes time to negotiate deals with larger hospitals, but we think
athenahealth’s electronic health recordkeeping, revenue cycle
management and other services are a compelling offering. We
also think the management team has a deep bench and are not
concerned about the chief operating officer’s departure.

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

Outlook
We have a cautious outlook for stocks. Uncertainty over the
presidential election and the direction of monetary policy could
both be sources of volatility for the markets in the coming
months. In our view, the U.S. economy is ready for a rate hike,
but we would caution that rising rates could be trouble for some
mid-cap companies. A lot of businesses have had access to
cheap debt, and equity value is at risk for these companies if
interest rates start rising. We believe this risk underscores the
importance of our focus on companies that have maintained a
strong balance sheet and produced high levels of return on
invested capital. Such companies should be in a better position

to carry out their long-term growth strategies and business
plans, regardless of changes in interest rates.
As we look across our portfolio, we are making a few changes
at the margins, investing in a few more cyclical businesses and
less heavily in defensive sectors. This slight change is not a call
on the direction of the economy, however. As part of our
investment process, we are committed to finding durable
businesses with strong long-term competitive advantages, good
management teams and high returns. Companies with these
traits are more reasonably valued in the more cyclical areas of
the market today.
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Top Contributors and Detractors for the Quarter Ended 9/30/16
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Medivation Inc

1.63

0.47

ServiceMaster Global Holdings Inc

1.07

-0.22

TD Ameritrade Holding Corp

2.05

0.44

Crown Castle International Corp

2.72

-0.21

Varian Medical Systems Inc

1.99

0.39

athenahealth Inc

1.55

-0.17

WEX Inc

1.82

0.36

Dollar General Corp

0.65

-0.15

Constellation Software Inc/Canada

1.98

0.32

Carter's Inc

0.57

-0.14

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

Medivation: The biopharmaceutical company is focused on
the rapid development of small-molecule drugs to treat
serious diseases for which there are limited treatment
options. The company was acquired by Pfizer during
the period.

ServiceMaster Global: The company owns a number of
brands dedicated to providing residential and commercial
services, including pest control, home warranties, disaster
restoration, residential cleaning and furniture repair, among
others. We believe the company’s pest control business
offers a predictable, stable revenue stream.

TD Ameritrade: We believe the online broker is a best-inclass asset gatherer. We also believe TD Ameritrade has a
unique and differentiated business model, having outsourced
the banking operations of the business to TD Bank, allowing
it to run a capital light business model, generate free cash
flow in excess of net income, and deliver attractive returns, in
our view. We like that the company does not typically take
balance sheet risk. Going forward, we believe that the
retirement wave of baby boomers is a tailwind for companies
such as TD Ameritrade as financial assets will move from
defined contribution plans to rollover IRAs.
Varian Medical Systems: Varian Medical Systems is
engaged in the design, manufacture, sale and service of
equipment and software products for treating cancer with
radiotherapy. The company is a leader in providing radiation
oncology equipment to a growing market with best-in-class
technology and execution, in our view. Expansion into
underserved international markets should also
propel growth.
WEX Inc.: WEX provides payment processing and
information management services to vehicle fleets. We
believe that WEX has earned its leading market share
position through differentiated back-end reporting, bill pay
consolidation features and complex analytics. In addition, we
estimate that it would take significant effort for competitors
to achieve similar transaction fees. We also like the

Crown Castle: This owner of wireless communication
towers maintains a predictable, long-term contract-driven
revenue base, which is attractive to us. The firm has
benefited from growing numbers of tenants on its towers.
We think this could continue as wireless service providers
work to upgrade their networks to meet the growing demand
for data transmission.
athenahealth: Athenahealth provides cloud-based business
services for physician practices and hospitals, and we
believe it is poised for dramatic growth over the next several
years. We think its products have the potential to remove
significant inefficiency from the health care system.
Additionally, we believe the company’s ability to exchange
information and help physicians and hospitals navigate
complex changes to the regulatory landscape will add
meaningfully to its sales.
Dollar General: We like Dollar General for its high level of
execution and attractive fundamentals. We believe the
company has the ability to steadily grow operating earnings
and generate an increasing amount of free cash flow that
can be returned to shareholders. Dollar General’s high return
business model, in our view, is somewhat countercyclical and
thus well positioned to weather periods of economic
weakness. We see e-commerce as a minimal threat to
discount stores.
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Top Contributors (continued)

Top Detractors (continued)

company's strong customer retention, international
expansion and potential for growth into other verticals.

Carter Holdings: The retail company focuses on clothing
for infants, toddlers and children. We like the company for its
dominant market position in infant clothing. We also think
the company has an opportunity to further monetize its
brand recognition as it opens more of its own stores.

Constellation Software: We like the management team’s
history of acquiring companies that provide specialized
software solutions addressing the specific needs of niche
industries, then improving operating margins around these
businesses. Constellation can command reasonable pricing
power for its software solutions, as getting rid of the
software would represent a high switching cost in these
industries. We think the company has a long runway for
growth ahead as it makes other acquisitions of small,
specialized software companies.

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 9/30/16 the top ten portfolio holdings of Janus Enterprise Fund are: Sensata Technologies Holding NV (2.65%), Crown Castle International Corp (2.57%),
Lamar Advertising Co (2.51%), Verisk Analytics Inc (2.10%), PerkinElmer Inc (1.96%), TD Ameritrade Holding Corp (1.94%), Boston Scientific Corp (1.92%), TE
Connectivity Ltd (1.89%), Varian Medical Systems Inc (1.88%) and Constellation Software Inc/Canada (1.88%). There are no assurances that any Janus portfolio
currently holds these securities or other securities mentioned in this commentary.
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.
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.
Foreign securities are subject to additional risks including currency fluctuations, political and economic uncertainty, increased volatility, lower
liquidity and differing financial and information reporting standards, all of which are magnified in emerging markets.
Russell Midcap® Growth Index measures the performance of those Russell Midcap® companies with higher price-to-book ratios and higher forecasted growth
values.
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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