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Janus Global Bond Fund

Investment Environment
Global fixed income markets finished the quarter roughly flat, but not without bouts of
volatility and a divergence between safe-haven, developed markets government bonds
and assets with higher risk profiles, including securities tied to emerging market and
high-yield corporate issuers. Early in the quarter, after the European Union extended
another bailout to Greece, investors’ risk appetite returned as evidenced by the 10-year
U.S. Treasury selling off, with its yield climbing to 2.45%. Yields on the 10-year then
drifted lower for much of the rest of the quarter as investors assessed the potential
impact that worse-than-expected growth in China would have on the global economy.
For much of the quarter, market stress was concentrated in emerging markets with trade
linkages to China and commodities producers that provide raw materials to Asia’s
economic powerhouse.
In late August, not long after China’s central bank devalued its currency, concern finally
reached advanced economies and risk assets sold off across the board. Consequently,
the U.S. 10-year Treasury rallied, with yields sliding to 1.9% in intraday trading. Highyield corporate credits experienced a significant sell-off with spreads widening by more
than 1.5 percentage points to 6.30%, while yields on investment-grade corporates also
registered late-quarter widening, but to a smaller degree.
In mid-September, the Federal Reserve (Fed) refrained from raising interest rates. Fed
Chair Janet Yellen noted uncertainty abroad and tightening of financial conditions as
reasons for their decision. The Fed lowered their expected rate hike trajectory as well as
the rate they view as normal over the longer term. Over the quarter, the yield curve
flattened between 10-year and 30-year tenors, with the 10-year closing out the period
at a yield of 2.06% and the 30-year at 2.85%. German bunds strengthened during the
quarter. In U.S. dollar terms, currencies of emerging markets and commodities producers
depreciated. The euro finished the period roughly flat, though it spiked in late August as
it became apparent that the Fed would delay a dollar-supportive interest rate hike.
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Performance Discussion

Executive Summary

The Fund underperformed its primary benchmark, the Barclays Global Aggregate Bond
Index and outperformed its secondary benchmark, the Barclays Global Aggregate
Corporate Bond Index.

• Less risky segments of global
fixed income markets gained
during the quarter while
emerging market and high-yield
debt sold off.

On a sector basis, our exposure to corporate credits detracted from relative performance
as spread sectors were under pressure in the risk-off environment. Our out-ofbenchmark allocation to high-yield corporates negatively impacted performance as well,
given the pronounced widening of spreads over the final weeks of the quarter.
Within corporate credit, our security selection in automotives hurt relative performance. A
cooling global growth environment created headwinds in the automobile industry,
especially as much marginal growth emanates from hard-hit emerging markets such as
China and Brazil. Also during the quarter, Volkswagen, an issuer in which we had a
position, was accused by the U.S. Environmental Protection Agency of tampering with
emissions sensors on their diesel engines. Consequently, this holding weighed on our
relative performance. Our positioning in pharmaceuticals was another source of
underperformance. Our out-of-benchmark position in Valeant Pharmaceuticals was
negatively impacted by U.S. politicians casting an eye upon product pricing within
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• The Fund underperformed its
primary benchmark, but
outperformed its secondary
benchmark.
• We maintain the view that
diverging global monetary
policy will be a driving force in
fixed income markets as we
head into 2016.
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the industry.
Given souring demand for raw materials, our avoidance of the
metals and mining sector aided relative performance. Also
contributing was our security selection in brokerages and asset
managers, a component of the financial sector.
The issuer contributing most to relative performance was the
Republic of Ireland. Gains were driven by a combination of our
overweight to the country, yield curve positioning and specific
security selection. We are attracted to Ireland’s track record of
substantive reforms and its ability to improve its national
balance sheet in the wake of the European debt crisis. Also
contributing was our yield curve positioning in the government
debt of New Zealand. Our view is that – unlike many
commodities producers – the country has room to make its
monetary stance more accommodative, thus enabling it to
provide support for the economy in the face of weakening
demand for its agricultural exports.
From a currency perspective, our exposure to the UK pound
weighed most on relative returns, followed by our underweight
positioning in the euro. We maintain our view that global
monetary policy is on the cusp of diverging, with the U.S. dollar
and pound positioned for appreciation as the U.S. and UK are
likely to be the first advanced economies to raise interest rates.

Low inflation, however, is effectively tightening monetary policy
in many regions, thus potentially causing a delay in action. A
slowing global economy may also factor into the Bank of
England’s (BOE) decision. Collectively, these developments
during the quarter removed some support for the thesis
underpinning the strengthening of the pound. Similarly, low
inflation and slowing export markets – along with the prospect
of additional quantitative easing (QE) – weighed on the euro.
The Mexican peso, one of the few emerging market currencies
in which we have exposure, also detracted from relative
performance. While Mexico’s fundamental story, in our view, still
proves sound, the liquidity of the peso, as well as the
aforementioned global growth concerns, were dynamics putting
pressure on the currency’s trajectory during the quarter.
Our yield curve positioning in instruments denominated in New
Zealand dollars and Swedish krona aided relative performance,
as did our exposure to the Canadian dollar.
Contributing to relative performance was our yield curve
positioning in government debt as well as our security selection
in this asset class. Also aiding results was our significant
underweight of government-related securities, namely our
avoidance of government-owned, nonguaranteed entities.

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

Outlook
We continue to be positioned for what we see as an eventual
divergence of monetary policy, with the U.S and UK tightening
and much of the rest of world remaining in the dovish camp.
The emergence during the quarter of lower global growth and
inflation expectations brings to the fore the risk of de-facto
tightening in real terms. Such a development, in our view, would
cause the Fed and BOE to push their initial interest rate hikes
out into 2016. While this may temporarily remove some of the
fuel for dollar and pound gains, eventually these banks will
move. When that does occur we expect to see upward pressure
on the short end of these countries’ government yield curves as
those tenors are the most sensitive to rate increases. The
balance sheets of these countries’ central banks have also
begun to stabilize, while those of developed countries still in the
midst of QE are expected to expand. This, too, should provide
support to the dollar and pound.
Our positioning remains defensive. The Fund’s credit allocation
is near the low end of its historical range. We continue to be
mindful of the risks posed by a potentially peaking credit cycle,
characterized by an increase in shareholder-friendly activity,
including share buybacks and mergers and acquisitions activity,

often financed by relevered balance sheets. Market illiquidity is
yet another risk we continue to monitor.
We believe that the fear of a slowing China is more pronounced
than any real economic damage that may be dispersed
throughout the world by such a development. That said, we
remain underweight emerging markets with the notable
exceptions of Mexico and India, two countries that we believe
exhibit sound fundamentals. We see a possible end to the BRIC
theme, as the conglomeration of Brazil, Russia, India and China
has been known. Brazil is harnessed by weak productivity and
internal political strife, in addition to weakening demand for its
natural resource exports. Russia is in recession and is further
constrained by sanctions on account of its military adventurism.
Often overlooked is the trade relationship between Europe and
its eastern neighbor, which has been a major export market for
the region, especially Germany. Secular stagnation in Russia
would add yet another impediment to eurozone growth.
The U.S. has emerged as a marginal producer of crude oil and
the continued productivity gains of its exploration and
production companies is likely to keep downward pressure on
global energy prices. Not only does this hamper the fiscal
positions of petrostates like Russia and Venezuela, it also puts
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stress on high-yield corporate credits, as energy issuers
account for a sizable portion of this market segment.
In line with our defensive positioning, we are overweight the
U.S. dollar. Our portfolio duration remains less than that of the
benchmark. We believe the years-long dovish mantra of “lower
for longer” is still applicable. We strongly believe that continued
patience is the prudent stance at this time. Some investors may

believe they are missing opportunities and therefore be
tempted to reach for yield. We, on the other hand, are guided by
our long-standing core tenet of capital preservation. With the
coalescence of risks we see gathering over global fixed income
markets, we believe that our patience will ultimately
be rewarded.

Top Relative Contributors and Detractors by Issuer for the Quarter Ended 9/30/15
Top Contributors

Average
Weight (%)

Relative
Contribution (%) Top Detractors

Average
Weight (%)

Relative
Contribution (%)

Ireland (Republic Of)

3.77

0.12

U.S. Treasury Notes/Bonds

14.04

-0.12

New Zealand I/L

6.87

0.10

Volkswagen

0.99

-0.11

Sweden (Kingdom Of)

4.04

0.05

Total SA

1.56

-0.08

Spain (Kingdom Of)

3.37

0.04

Valeant Pharmaceuticals Int

0.63

-0.05

CVS Health Corp

0.81

0.02

Chesapeake Energy Corp

0.16

-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 9/30/15 the top ten portfolio holdings of Janus Global Bond Fund are: United States Treasury Note/Bond (5.91%), New Zealand Government Bond
(3.89%), Sweden Government Bond (3.25%), United States Treasury Note/Bond (2.30%), Ireland Government Bond (1.94%), United States Treasury Note/Bond
(1.71%), United Kingdom Gilt (1.71%), Spain Government Bond (1.66%), AVAGO TECHNOLOGIES CAYMAN (1.61%) and New Zealand Government Bond
(1.56%). There are no assurances that any Janus portfolio currently holds these securities or other securities mentioned in this commentary.
The opinions are as of 9/30/15 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.
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 is a broad-based measure of the global investment grade fixed-rate debt markets.
Barclays Global Aggregate Corporate Bond Index measures global investment grade, fixed-rate corporate bonds.
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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