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Janus Forty Fund

Investment Environment
After uncertain global economic growth caused volatility during the summer, economic
data during the fourth quarter suggested that the U.S. economy continued to grow at a
stable rate. This growth came despite several global headwinds, especially stubbornlylow crude oil prices. Labor markets appeared to have strengthened, which allowed the
Federal Reserve (Fed) to initiate rate hikes for the first time in nearly a decade. Investors
digested the Fed’s first hike in nearly a decade with relative ease, and large-caps ended
the quarter up.

Performance Discussion

Portfolio Manager:
Doug Rao

Executive Summary

The Fund outperformed its primary benchmark, the Russell 1000 Growth Index, and
outperformed 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 belief that they are well positioned to grow in excess of the market.
Alphabet Inc., formerly known as Google, was the largest individual contributor to
performance for the second quarter in a row. The company continued to benefit from the
acceleration of its core business. Strong earnings also continued to indicate that the
company is well positioned to consolidate advertising spending as advertising becomes
increasingly connected and personalized, and as it transitions from offline channels such
as print and television to more measurable online channels such as mobile and online
video. The market continued to be encouraged by the new CFO’s focus on expense
discipline. The stock also benefited from increased visibility of the monetization of
YouTube after the completion of Google’s restructuring under Alphabet. As the network
effects around Alphabet’s advertising business and Android ecosystem grow, we believe
it further deepens the company’s competitive moat and enables it to better understand
users’ context and intent and connect those users with suppliers of products
and services.
Amazon also continued to be a strong contributor to performance. The company
benefited as its gross merchandise volume (GMV) sales accelerated. Continued
improvements in operating leverage in its core retail business also aided results. We
believe Amazon 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,
Amazon’s cloud business, Amazon Web Services, has come to market with scale and a
disruptive pricing model for businesses seeking cloud-based services, and has continued
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• Economic data during the fourth
quarter suggested that the U.S.
economy continued to grow at a
stable rate despite global
headwinds.
• The Fund outperformed its
benchmark.
• We believe that volatility will
stay elevated amid continuing
questions about global
economic growth, which
underscores the importance of
finding select companies with
truly sustainable competitive
advantages.
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to experience rapid growth.
General Electric Company (GE) was another top contributor.
The company benefited from the announcement that it had
divested a large number of GE Capital assets faster than the
market anticipated, and at favorable prices. Moreover, GE has
shown what we believe to be peer-best organic growth despite
a difficult environment for most industrial companies. We
believe that GE’s core industrial business is best in class. The
company also benefits from the scale of its installed base and
its ability to sell services into that base.
Although we were pleased with our performance this quarter,
some of our holdings disappointed. Chipotle Mexican Grill was a
large detractor after news about food-related illnesses created
volatility and headwinds for the company during the quarter.
However, we continue to like the stock; we believe Chipotle’s
higher throughput rates, which have led to higher unit

economics at each store, still separate it from most competitors
in the fast-food or fast-casual industry. We believe that, in time,
the company will be able to re-establish its reputation for
food integrity.
Another detractor from performance was Valeant
Pharmaceuticals. We sold out of the position due to concerns
that some of its business practices were aggressive. We felt the
level of uncertainty surrounding those business practices
created too high of a risk for a position in a
high-conviction portfolio.
Advance Auto Parts was another detractor. Although we like
the consolidated industry structure in which the company
operates, Advance Auto hasn’t effectively levered its scale. We
expect its new management team to create more value
moving forward.

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

Outlook
We believe that volatility will stay elevated amid continuing
questions about global economic growth. While household
balance sheets are strong and improving employment and early
signs of wage growth are supportive of U.S consumer spending,
the modern consumer is also sober minded, as shown by their
long-term focus on using savings from cheaper gas and utilities
to build up their personal savings. We expect this mindset to
continue for the foreseeable future.

While there are concerns about the global economy, we think it
underscores the importance of finding those select companies
with truly sustainable competitive advantages that can take
market share and continue to grow earnings, even without the
backdrop of a strong global economy. Such companies are
more appreciated in a world where growth is harder to come by,
as they can create their own path to creating value.

Top Contributors and Detractors for the Quarter Ended 12/31/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Alphabet Inc.

6.34

1.37

Chipotle Mexican Grill Inc

2.53

-1.26

Amazon.com Inc

3.21

0.96

Valeant Pharmaceuticals International
Inc

0.00

-0.86

General Electric Co

4.19

0.94

Advance Auto Parts Inc

2.30

-0.64

Alibaba Group Holding Ltd (ADR)

0.00

0.66

Canadian Pacific Railway Ltd

2.28

-0.28

Lowe's Cos Inc

4.93

0.55

Apple Inc

2.61

-0.12

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.
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Top Contributors

Top Detractors

Alphabet Inc.: The Internet search engine leader, which
was formerly known as Google, is benefiting from strong
growth in mobile search through its Android software for
mobile devices. We think Android’s rapidly growing installed
base will provide the company significant control over its
mobile search and display advertising destiny. We also
believe the company’s mobile and tablet search business will
more than neutralize the impact of its declining desktop
computer search business in developed markets. We also
believe YouTube is well positioned to benefit from secular
growth in online video.

Chipotle Mexican Grill: We think Chipotle is still early in its
store unit growth. As consumers continue to seek healthier,
more natural foods, we believe Chipotle’s commitment to
simple, sustainably grown and produced food without the
use of additives is a differentiator compared to other fastfood, family dining and fast-casual establishments.

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.
General Electric Company: We like the core business of
the American multinational industrial conglomerate and
believe it has the number one or two market share in most
business lines. The company has a highly recurring business
model, with a large proportion of its revenue coming from
aftermarket services. GE also benefits from the scale of its
installed base and its ability to sell services into that base.

Valeant Pharmaceuticals: We sold the position in the
pharmaceutical company to pursue other high-conviction
investment ideas.
Advance Auto Parts: We believe the size and scale of the
auto parts supplier gives it a pricing advantage that will help
it take market share from smaller, independently owned
parts stores. We also believe that the consultative sale
required for selling auto parts helps protect Advance Auto
from online competition.
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 relatively new
management team is improving the railroad company’s
culture, operational performance and capital
allocation decisions.
Apple: One of the world’s largest mobile device and
computer makers, Apple has been the beneficiary of
incremental sales opportunities and increased penetration in
new geographies, mobile service providers and
product categories.

Alibaba Group Holding Ltd: The Chinese e-commerce
company provides consumer-to-consumer, business-toconsumer and business-to-business sales services via Web
and mobile platforms. We think increasing spending power
for the Chinese consumer and rapid growth in e-commerce
in China are long-term tailwinds for the company. We exited
our position during the quarter.
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
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Top Contributors (continued)
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.

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 12/31/15 the top five portfolio holdings of Janus Forty Fund are: Alphabet Inc (6.19%), Lowe's Cos Inc (4.81%), General Electric Co (4.09%), Adobe
Systems Inc (3.78%) and MasterCard Inc (3.59%). There are no assurances that any Janus portfolio currently holds these securities or other securities mentioned
in this commentary.
The opinions are as of 12/31/15 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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