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Janus Forty 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 as Greece moved closer to a potential exit from the
eurozone.
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Executive Summary

Performance Discussion
The Fund outperformed its primary benchmark, the Russell 1000 Growth Index, and
underperformed its secondary benchmark, the S&P 500 Index, during the period. As part
of our investment strategy, we seek companies that have built clear, sustainable
competitive moats around their businesses, which should help them grow market share
within their respective industries over time. Important competitive advantages could
include a strong brand, network effects from a product or service that would be hard for
a competitor to replicate, a lower cost structure than competitors in the industry, a
distribution advantage or patent protection over valuable intellectual property. We think
emphasizing these sustainable competitive advantages can be a meaningful driver of
outperformance over longer time horizons because the market often underestimates the
duration of growth for these companies and the long-term potential return to
shareholders. The performance of many companies in our portfolio this quarter further
validated our view that they are well positioned to grow in excess of the market.
For the second consecutive quarter, Valeant Pharmaceuticals was one of our largest
contributors to performance. The stock was up after the company announced betterthan-expected earnings, and raised its guidance after completing its acquisition of Salix
Pharmaceuticals, a maker of gastrointestinal treatments. The acquisition is another
example of the same successful playbook Valeant has been running for much of the
past decade. We feel this strategy has set the company apart from many of its
competitors. High research and development costs have been value destructive for many
pharmaceutical companies, but Valeant has largely avoided high R&D spending by
making a series of value accretive acquisitions of pharmaceutical companies with lower
product risk. Valeant then takes many of the costs out of those companies and
essentially acts as a distributor of a number of valuable drugs, rather than a company
dependent on new drug discovery for growth.
Amazon was also a top contributor to performance this quarter. The stock was up after
the company continued to improve operating leverage in its core retail business and
reported impressive results for its Amazon Web Services business. We have mentioned
Amazon in previous commentaries, and believe it is a good example of the types of
competitively advantaged companies we tend to seek in our portfolio. Amazon has
already rewritten the rules for retail shopping and we believe it will continue to gain
consumers’ wallet share as more shopping moves from physical stores to online and
mobile purchases. Meanwhile, the company’s cloud business, Amazon Web Services, has
come to market with scale and a disruptive pricing model for businesses seeking cloudbased services.
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• U.S. large-cap growth equities
were up slightly, trading in a
range-bound environment most
of the period.
• The Fund outperformed its
benchmark.
• We continue to be encouraged
by the U.S. economy, but
expect a modest return
environment for equities in the
coming months, as earnings,
rather than multiple expansion,
drive stock performance.
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Starbucks was another key contributor to the Fund’s
performance this quarter. The stock rose after the company
reported continued strong same-store sales comparisons. The
frequent interactions between Starbucks and its customers are
what we believe set the company apart from most other food
and beverage retailers. Starbucks is a daily habit for the vast
majority of its customers. Due to the habitualistic nature of
coffee drinking, consumers are more willing to download
Starbucks apps to their mobile phones. With more consumers
using the app, Starbucks has created a more successful mobile
strategy, which has allowed it to create a successful rewards
program and soon, a mobile ordering system that should
improve throughput and improve customer satisfaction even
further.
While pleased with our performance this quarter, we did hold
some companies that reported disappointing results during the
period. For our largest detractors, we view the issues affecting
their performance as temporary, and maintain a high conviction
in their competitive advantages and long-term growth
prospects. Lowe’s Companies was the largest detractor. The
company reported good but softer-than-expected first-quarter
sales. We believe weather was one factor impacting its first
quarter results and that most of the lost sales will be
recaptured. The stock remains one of our largest positions in
the Fund, representing one of our highest conviction ideas. With
only one other large competitor, Lowe’s operates in a much
friendlier market structure than many other retail companies.
Many of its products also don’t lend themselves to e-commerce,
which means the company is less impacted by the migration of
online sales than most retail businesses. A housing rebound
and increase in consumer spending on home improvement
projects should also provide long-term tailwinds for Lowe’s.

Canadian Pacific was another detractor. Softer rail volumes due
to a weaker commodity market have impacted all rail
companies, and Canadian Pacific was not immune to the
slowdown. However, we continue to have a high level of
conviction in the long-term potential of the company. We
believe Canadian Pacific’s railroad network across Canada and
the U.S. is a valuable asset that would be nearly impossible for
other transportation and logistics companies to replicate. The
company also has a significant cost advantage over the
trucking industry. Going forward, we believe Canadian Pacific
can continue to grow revenues and railroad volumes as it
improves execution around its railroad network. The company
has made substantial investments to improve its service and
reliability to customers, and as service improves, it will likely
drive more shippers to use Canadian Pacific instead of trucking
services.
Endo International was another detractor this quarter. The
market has not responded well to the 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. We continue
to have a high degree of confidence in the company’s CEO,
who came from Valeant Pharmaceuticals. As we mentioned in
discussing Valeant as a key contributor this quarter, that
company operates a more successful strategy than most other
drug companies and we believe Endo is successfully
implementing a similar acquisition strategy.

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

Outlook
We believe the U.S. economy is in generally good shape. We
have yet to see a significant pickup in consumer spending, but
believe early signs of wage growth and the savings consumers
are receiving from lower gasoline prices will eventually flow
through the economy. A housing market that we believe is still
only in the middle innings of a recovery should also provide a
long-term tailwind for the economy.
While we remain positive on the broader economy, we would
expect a lower return environment for U.S. equities in the

coming months. Equity markets are beginning to price in higher
interest rates, but with rates poised to move up it is hard to
foresee further multiple expansion for U.S. stocks. The strength
of the U.S. dollar means that revenue growth, at least overseas,
will be harder to come by. These factors do not make us bearish
on equities, but in an environment where multiples are not likely
to expand and revenue growth could be more of a challenge,
we think it underscores the importance of finding those select
companies with truly sustainable competitive advantages who
can take market share and continue to grow earnings in excess
of the market.
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Top Contributors and Detractors for the Quarter Ended 6/30/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Valeant Pharmaceuticals International
Inc

3.80

0.44

Lowe's Cos Inc

4.89

-0.52

Amazon.com Inc

2.92

0.43

Canadian Pacific Railway Ltd

2.57

-0.37

Starbucks Corp

3.37

0.40

Endo International PLC

2.40

-0.35

Delphi Automotive PLC

2.48

0.32

United Continental Holdings Inc

1.27

-0.29

MasterCard Inc

3.60

0.26

LinkedIn Corp

1.28

-0.27

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

Valeant Pharmaceuticals: Valeant Pharmaceuticals is a
multinational specialty pharmaceutical company that
develops, manufactures and markets a range of
pharmaceutical products. We believe management has
transformed the specialty pharmaceutical company by
improving margins, incentives and the company’s growth
profile. Valeant has a strong and growing presence in two
key emerging markets, Latin America and Eastern Europe,
and it has demonstrated an ability to make value-enhancing
acquisitions.

Lowe’s Companies: The home improvement retailer
distributes building materials and supplies through stores in
the U.S. Lowe’s offers a complete line of products and
services for home decorating, maintenance, repair,
remodeling and property maintenance. As one of two major
home improvement retailers, we believe the company is well
positioned to benefit from increased housing turnover, home
price appreciation, an aging housing inventory and greater
credit availability. We also believe Lowe’s can improve its
margins from several operational initiatives. Finally, we
appreciate that the company’s interests are aligned with
shareholders as demonstrated by its history of returning
significant amounts of capital to shareholders through share
buybacks and dividends.

Amazon: The online retailer offers a wide range of products,
including books, music, videotapes, computers, electronics,
home and garden, and numerous other products. Amazon
offers personalized shopping services, Web-based credit
card payment and direct shipping to customers. We believe
the company’s competitive advantages of a low overhead
cost structure, allowing an aggressive pricing structure, and
faster shipping will cause consumers to shift an increasing
amount of their general merchandise spending toward it.
Given that over 90% of retail sales are still sold offline, we
believe Amazon has significant opportunities ahead,
particularly as they expand into new business lines and
geographies.
Starbucks: The coffee retailer, which also offers other
beverages and a variety of fresh food items through
company-operated and licensed stores, is well positioned to
continue gaining share in the coffee industry, including the
premium packaged coffee and single-cup markets, in our
view. Lower coffee costs are allowing the company to
increase investments in growth initiatives such as its
Teavana tea shops, La Boulange bakery and its newly
launched Verismo single-serve beverage system. We also

Canadian Pacific: Canadian Pacific Railway operates a rail
system connecting the major business centers in Canada.
We like that the company operates in an industry that has
significant barriers to entry. We believe a new management
team is improving the railroad company’s culture, operational
performance and capital allocation decisions.
Endo International: We believe the 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.
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
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Top Contributors (continued)

Top Detractors (continued)

believe Starbucks’ expansion into Asia will continue to add
meaningfully to sales and profits given that region’s higher
operating margins and Starbucks’ underpenetrated market
positioning. We also believe a new mobile app the store is
releasing will improve both sales and throughput.

merger with Continental. Moreover, the airline industry has
pricing power for the first time in years due to capacity
reductions in the industry.

Delphi Automotive: Many of the auto manufacturers’
products are focused on making automobiles more safe,
green and connected, which are three long-term trends in
auto production. We also believe the company has
distribution and cost advantages over its competitors.
MasterCard: The global card payment network connects
consumers, financial institutions, merchants, governments
and businesses, enabling them to use electronic forms of
payment instead of cash and checks. We like MasterCard
for its high return on invested capital business and growth
potential as well as its strong balance sheet and quality
management team. A majority of its revenues are generated
outside the U.S., where many markets have a lower
penetration of cards/electronic payments and are
experiencing significantly faster electronic purchase volume
growth.

LinkedIn: The company has built what we believe is the
leading social networking website for people in professional
occupations. We appreciate LinkedIn for its dominant market
position and believe the company has a strong culture,
strategy and management team. We think the company has
good growth opportunities in enterprise human resources
cloud software, user premium subscriptions and targeted
advertising.
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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 6/30/15 the top five portfolio holdings of Janus Forty Fund are: Lowe's Cos Inc (4.81%), Google Inc (3.75%), Valeant Pharmaceuticals International Inc
(3.74%), MasterCard Inc (3.54%) and Starbucks Corp (3.32%). 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.
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 1000® Growth Index measures the performance of those Russell 1000® companies with higher price-to-book ratios and higher forecasted growth
values.
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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