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Investment Environment
U.S. equities climbed higher during the first quarter, driven by signs of an improving
domestic economy, a strong U.S. consumer and a healthy merger and acquisition
environment. While speculation about how, or when, the Federal Reserve (Fed) would
raise interest rates caused volatility during the period, stocks popped in mid-March after
the Fed indicated it would be cautious and gradual in its attempt to raise interest rates.
Low rates in other large economies also provided a supportive backdrop for equities.

Portfolio Manager:
Douglas Rao

Performance Discussion
The Fund outperformed both its primary benchmark, the Russell 1000 Growth Index,
and also 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. This quarter we
saw a number of companies in our portfolio put up impressive results, further validating
our view that they are well positioned to grow in excess of the market.
Some of our largest contributors to performance this quarter were biotech and
pharmaceutical companies. Valeant Pharmaceuticals was our largest contributor. The
stock was up after the company acquired Salix Pharmaceuticals, a maker of
gastrointestinal treatments. The acquisition of another company with good products that
were poorly managed is another example of the same 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 (R&D) 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. Going forward, the
Canadian-domiciled company can use its lower tax rate as an advantage when it
competes against U.S. private equity firms that may also try to acquire pharmaceutical
companies.
Pharmacyclics was another top contributor to performance during the quarter. The stock
was up significantly this quarter after it was announced that AbbVie had won a bidding
war to acquire the company. The high interest Pharmacyclics received from other
companies bidding for it validated our view that its blood cancer treatments are truly
innovative and offer significant growth potential. We sold the stock after the
announcement.
Tencent was another top contributor. The company is the leading online communications
platform in China. We think the network effects from having a wide user base on its
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environment.
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Some of our biotech and
pharmaceutical holdings were
top contributors to
performance.
• We continue to be encouraged
by economic expansion taking
place in the U.S.
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mobile platform have entrenched the company to be a key
beneficiary of rapid smartphone adoption by Chinese
consumers. The stock was up this quarter due to excitement
about Tencent’s ability to increase revenues from mobile
advertising opportunities. Going forward, we see many new
opportunities for the company to monetize its mobile platform.
While pleased with our performance this quarter, we did hold
companies that detracted from performance. Precision
Castparts was our largest detractor. The company makes a
number of parts for the aerospace industry and other end
markets. The stock was down after the company missed
earnings, due in part to lower demand for some of its products
that serve the oil and gas markets, and also due to destocking
by some of the customers who use Precision Castparts’
products. After reporting disappointing results in recent
quarters, the stock is currently under review.
Alibaba Group was another detractor, but we continue to have
high conviction in the company. The stock enjoyed a strong
climb after its initial public offering, and its second quarterly

results after the IPO were a little disappointing, which weighed
on the stock. We also think there was some heightened selling
of the stock in advance of a lock-up period that was expiring for
some Alibaba shareholders. Neither of these short-term issues
change our long-term outlook for the company. The Chinese ecommerce company provides consumer-to-consumer, businessto-consumer and business-to-business sales services via web
and mobile platforms. The company benefits not only from
increasing consumer spending power in China, but also from
the rapid growth in online and mobile shopping in a market
where e-commerce has leapfrogged traditional brick and mortar
retail.
Finally, athenahealth was another detractor. The company’s
services help physicians groups become more efficient by
providing technology solutions around practice management,
electronic recordkeeping, and care-coordination services. We
trimmed the position to pursue other stocks we felt offered
greater growth potential.

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

Outlook
We expect modestly accelerating growth for the U.S. economy
in the coming quarters. Lower oil prices have been a hit to a
portion of the economy, and that hit has already impacted
economic growth. The benefits of lower oil prices, including
lower input costs for some companies and increased consumer
spending power due to lower gas prices, tend to work their way
through the economy a little slower. We would expect to see

those benefits trickle through the economy in the coming
months. A housing market that is in the middle of a recovery
should also benefit the U.S. economy.
On a broad basis equity valuations appear reasonable at this
point, but we continue to see potential for U.S. equities. A
strong dollar is a headwind for many large multinational
companies, but these companies also benefit from the
economic expansion taking place in the U.S.

Top Contributors and Detractors for the Quarter Ended 3/31/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Valeant Pharmaceuticals International,
Inc. (U.S. Shares)

3.64

1.46

Precision Castparts Corp.

3.05

-0.61

Pharmacyclics, Inc.

0.00

1.39

Alibaba Group Holding, Ltd. (ADR)

2.21

-0.57

Endo Health Solutions, Inc.

3.52

1.07

athenahealth, Inc.

0.08

-0.18

Biogen Idec, Inc.

2.68

0.61

Yahoo!, Inc.

0.00

-0.18

Tencent Holdings, Ltd.

2.05

0.50

NetSuite, Inc.

0.91

-0.16

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

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.

Precision Castparts: The company makes castings,
forgings and airframe products for the aerospace and power
industries. We are reviewing the stock after some
disappointing results from the company.

Pharmacyclics: We liked the commercial-stage
biotechnology company for its cancer drug Imbruvica, a welltolerated and effective maintenance treatment for chronic
lymphocytic leukemia (CLL), a relatively high prevalence
form of leukemia, and mantle cell lymphoma (MCL), a rare
and aggressive type of blood cancer. We sold the position
after the announcement the company would be acquired by
AbbVie.
Endo International: We believe the new 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.
Biogen Idec: The biotechnology company develops
therapies focusing on neurology, immunology and
hematologic diseases. We believe Biogen has a dominant
position in the $15 billion multiple sclerosis market, with
leading therapies in all three categories of treatment (oral,
injectable and the high-efficacy segment). The company has
a significant product launch underway for its oral multiple
sclerosis drug, Tecfidera, and two upcoming launches in the
long-acting hemophilia market. We believe the company’s
multiple sclerosis franchise and other pipeline products can
drive strong long-term growth. We also consider
management to be strong allocators of capital, and
appreciate their history of accessing innovative products
through in-license deals and buying back shares at
opportune times.

Alibaba: The Chinese e-commerce company provides
consumer-to-consumer, business-to-consumer and businessto-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.
athenahealth: The provider of cloud-based business
services for physician practices is poised for dramatic
growth over the next several years, in our view. We think its
products have the potential to remove significant inefficiency
from the health care system. Additionally, we believe the
company’s best-in-class ability to exchange information and
help physicians navigate complex changes to the regulatory
landscape will add meaningfully to its sales.
Yahoo: We owned the stock because of its ownership stake
in Alibaba, and sold the position after Alibaba’s initial public
offering.
NetSuite: The company provides enterprise resource
planning (ERP) software and applications. We think the
company is well positioned to serve a large, addressable
market of medium-sized enterprises seeking cloud-based
ERP solutions. In our view, NetSuite’s cloud-based ERP
solutions are a favorable choice compared to competitors
that serve large businesses, whose offerings are too
complex for the typical mid-size enterprise.

Tencent: Tencent provides Internet, mobile and
telecommunication value-added services in China, including
instant messaging, gaming and online advertising services.
We appreciate the company has become the
communications platform of choice among China’s younger
generation and it has a dominant market position in gaming,
among other areas. Given its platform, Tencent has the
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Top Contributors (continued)
ability to be successful in a variety of businesses, in our view.

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 3/31/15 the top five portfolio holdings of Janus Forty Fund are: Lowe's Cos., Inc. (5.07%), Delphi Automotive PLC (3.88%), Google, Inc. (3.73%), Valeant
Pharmaceuticals International, Inc. (U.S. Shares) (3.58%) and Endo Health Solutions, Inc. (3.46%). There are no assurances that any Janus portfolio currently holds
these securities or other securities mentioned in this commentary.
The opinions are as of 3/31/15 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 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
C-0315-87069 07-15-15

188-42-16700 04/15
Page 4 of 4

