4Q14 PORTFOLIO COMMENTARY

Janus Global Bond Fund

Investment Environment
In the fourth quarter, the divergence in growth between the U.S. and the rest of the world
widened as a dramatic decline in crude oil prices heightened disinflation concerns and
sent emerging market (EM) economies reeling. There was a general rotation into safehaven sovereigns, and the yield on the bellwether 10-year German bund declined to
record lows as did yields on Japanese government bonds. The yields on the Treasury
curve significantly declined on the long end while the yield on two-year Treasurys rose
as the market began anticipating a rate hike by the Federal Reserve (Fed) sometime mid2015.
Meanwhile, the Bank of Japan (BOJ) launched new quantitative easing (QE) measures
as Japan entered recession. The European Central Bank (ECB) signaled that it may
launch a QE program in the first half of 2015 as the eurozone economy stalled and
disinflation worsened. Meanwhile, major oil-producing EM countries showed signs of a
recession. The high-yield market experienced a sell-off prompted by the preponderance
of energy-related issuance in the market. With the U.S. practically alone in its economic
strength, the U.S. dollar rose against most currencies. The crosscurrents of economic
growth and weakness created greater volatility in the fixed income market; however, the
market temporarily settled down as the quarter drew to a close.
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Performance Discussion
The Fund outperformed its primary benchmark, the Barclays Global Aggregate Bond
Index, and underperformed its secondary benchmark, the Barclays Global Aggregate
Corporate Bond Index.
Outperformance by the Fund versus its primary benchmark was driven primarily by its
currency exposures. Our positioning in the Japanese yen and the euro, where we were
underweight, was particularly additive on a relative basis. The positioning was informed
by our view that diverging economic growth and monetary policies between the U.S. and
its major trading partners will drive U.S. dollar strength against major currencies,
including EM currencies. This led the Fund to be underweight most currencies and
overweight the U.S. dollar.
Government-related debt, which includes government agency debt as well as debt
issued by state-owned firms, was also a relative contributor, partly because of yield curve
positioning within the debt. The Fund’s out-of-index exposure to high-yield debt helped
make spread carry, or the extra income generated by the Fund’s securities versus those
in the index, a relative contributor as well.
The corporate credit allocation was the leading asset class detractor on a relative basis,
however. We had a material overweight in several energy-related sectors, and the sharp
decline in crude oil prices sparked indiscriminate selling in energy-related corporate
credit, primarily within the high-yield market.
Our energy exposure included companies that generate solid cash flows and are
strengthening their balance sheets, in our view. But, wholesale selling of energy credits
during the quarter, especially in high yield, meant individual company fundamentals were
ignored, in our view. We would add that a significant portion of crude oil’s quarterly
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Executive Summary
• Global markets in the fourth
quarter were shaped by a
dramatic decline in crude oil
prices and a rally in the U.S.
dollar.
• The Fund’s outperformance
was driven partly by its
currency positioning, including
underweights in the euro and
the yen.
• We have decreased risk in the
portfolio by reducing our
corporate credit, though we
continue to favor select
European corporate bonds.
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decline occurred during the holiday season. That is a low
volume period in the high-yield market, and we believe the
lower trading volume exacerbated price declines.
While several overweight positions in eurozone sovereign debt
were leading individual contributors on a relative basis, our
Treasury allocation was a relative detractor overall due to our
U.S. Treasury exposure. Yield positioning within our U.S.
Treasury exposure worked against it amid a significant yield
decline in longer-dated Treasurys during the fourth quarter.

The Fund’s commercial mortgage-backed securities (CMBS)
allocation, where we were overweight, was a relative detractor
due in part to its exposure to securities backed by German
multifamily properties. Moreover, the floating rate on the CMBS
translated into limited duration, which made its yield curve
positioning a detractor when rates were falling.

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

Outlook
We expect global economic growth to remain challenged, with
growth and monetary policy crosscurrents between the U.S. and
the rest of the world having the potential to create increased
volatility in the fixed income markets.
Given our focus on capital preservation and risk-adjusted
returns, we have reduced our corporate credit exposure,
specifically within the energy sector. Moreover, we have
increased our allocation to U.S. Treasurys, and lengthened our
duration within the allocation given the possibility of rates
staying low in the first part of the year.
Meanwhile, we expect slower growth in China, lower commodity
prices and the anticipation of a rate hike by the Fed to continue
to challenge EM markets and currencies. Consequently, we
have minimal EM exposure, though we will remain vigilant for
opportunities upon signs of greater stability in these markets.
We are maintaining our overweight in the U.S. dollar and
underweights in most other currencies in the benchmark,

particularly the eurozone and Japan. The ECB may very well
launch a QE program in the first part of the year that could
involve sovereign purchases (and possibly corporate bonds).
Monetary policy divergence between the Fed and other central
banks should continue to drive U.S. dollar strength, in our view.
While we expect further monetary stimulus by the ECB may
weaken the euro, we believe it may help create attractive riskadjusted returns in select eurozone bonds. Though we have
decreased our corporate credit exposure overall, we favor lowerrated investment-grade and higher-rated high-yield European
bonds. Companies in this area of the market remain in their
early stages of restructuring, which could eventually lead to
ratings upgrades, in our view.
We also favor longer-dated German bunds as additional ECB
measures could continue to drive down their yields. In contrast,
despite aggressive stimulus by the BOJ, we continue to believe
that Japanese government bonds do not sufficiently
compensate investors for the uncertainty surrounding Japan’s
proposed structural reforms.

Top Relative Contributors and Detractors by Issuer for the Quarter Ended 12/31/14
Top Contributors

Average
Weight (%)

Relative
Contribution (%) Top Detractors

Average
Weight (%)

Relative
Contribution (%)

Ireland (Republic Of)

4.64

0.11

U.S. Treasury Notes/Bonds

11.86

-0.21

Sweden (Kingdom Of)

4.47

0.06

California Resources Corp

0.74

-0.14

New Zealand I/L

8.46

0.06

Spain (Kingdom Of)

5.33

-0.06

Germany (Federal Republic)

2.12

0.05

Portugal (Republic Of)

3.33

-0.05

United Kingdom

8.01

0.04

Chesapeake Energy Corp

0.80

-0.05

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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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 12/31/14 the top ten portfolio holdings of Janus Global Bond Fund are: U.S. Treasury Notes/Bonds (11.09%), United Kingdom Gilt (5.63%), New Zealand
Government Bond (3.56%), U.S. Treasury Notes/Bonds (3.49%), New Zealand Government Bond (2.84%), Spain Government Bond (2.77%), Ireland Government
Bond (2.76%), United Kingdom Gilt (2.29%), Sweden Government Bond (1.86%) and Sweden Government Bond (1.85%). There are no assurances that any
Janus portfolio currently holds these securities or other securities mentioned in this commentary.
The opinions are as of 12/31/14 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.
For fixed income portfolios, relative contribution is calculated by rolling up securities by issuer and comparing the daily returns for securities in the portfolio relative
to those in the index. Relative contribution is based on returns gross of advisory fees, and may differ from actual performance.
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.
Fixed income securities are subject to interest rate, inflation, credit and default risk. The bond market is volatile. As interest rates rise, bond prices
usually fall, and vice versa. The return of principal is not guaranteed, and prices may decline if an issuer fails to make timely payments or its credit
strength weakens.
High-yield/high-risk bonds, also known as ”junk” bonds, involve a greater risk of default and price volatility than U.S. Government and other high
quality bonds. High-yield/high-risk bonds can experience sudden and sharp price swings which will affect net asset value.
Sovereign debt securities are subject to the additional risk that, under some political, diplomatic, social or economic circumstances, some
developing countries that issue lower quality debt securities may be unable or unwilling to make principal or interest payments as they come due.
Barclays Global Aggregate Bond Index provides a broad-based measure of the global investment grade fixed-rate debt markets. It is comprised of the U.S.
Aggregate, Pan-European Aggregate, and the Asian-Pacific Aggregate Indexes. It also includes a wide range of standard and customized subindices by liquidity
constraint, sector, quality and maturity.
Barclays Global Aggregate Corporate Bond Index is the corporate component of the Barclays Global Aggregate Bond Index.
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 Capital International Limited. © Janus Capital International Limited.
Funds distributed by Janus Distributors LLC
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