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Janus Global Bond Fund

Investment Environment
Trends that were prevalent in global bond and currency markets during the first quarter
underwent a marked reversal during the ensuing three months. Some of the most
dynamic moves were associated with Europe. After seeing yields on the 10-year bund
nearly dip to 0% in the wake of the European Central Bank’s (ECB) announcement of its
own quantitative-easing (QE) program, German sovereign debt sold off aggressively
during the spring, with the 10-year yield rising to as high as 0.98%. Fueling the sell-off
were concerns that the bond rally within the eurozone may have gotten ahead of itself,
and also – in light of improving growth and inflation data – that it may not be necessary
for the ECB to complete the previously announced asset purchases in their entirety.
Following the bund’s lead, yield curves steepened across the eurozone, with peripheral
nations experiencing the strongest moves. Late in the quarter, growing concern over
Greece’s ability to meet its debt obligations also weighed on peripheral sovereign debt,
while at the same time reeling yields back in on safe-haven bunds.
The winter’s other large move – a strengthening U.S. dollar – also stalled and the
currency even gave back some recent gains before stabilizing. A key beneficiary was the
euro, which halted its slide toward parity with the U.S. currency. The U.S. Treasury curve
steepened over the quarter, with yields on the 10- and 30-year reaching levels not
visited since last autumn. After dipping to 1.85% in early April, the 10-year yield nearly
hit 2.50% in June. Also benefiting from the dollar reversal were certain emerging market
currencies, namely those of Brazil and Russia, which were pressured in 2014, not only
by a strengthening greenback, but also country-specific issues that caused concern for
investors.
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The Fund underperformed its primary benchmark, the Barclays Global Aggregate Bond
Index, as well as its secondary benchmark, the Barclays Global Aggregate Corporate
Bond Index.
The main source of underperformance emanated from our European exposure. Both the
strengthening of the euro and steepening yield curves of eurozone sovereigns weighed
on relative performance. During the quarter, we had taken positions in the debt of
peripheral countries as it was our view that substantive reforms were beginning to
translate into improving growth profiles. Our yield curve positioning in Irish sovereign
debt was a leading detractor from relative performance, as was that of Italy’s. Ireland,
perhaps more than any other peripheral country, has emerged on sounder fiscal footing
and has resumed steady growth after enduring a painful period of fiscal adjustment. Italy,
while behind the pace of Ireland, has shown nascent commitment to adopting growthfriendly structural reforms. Also detracting from relative performance was our lack of
exposure in Japanese government debt, which – while down – lost less than other
benchmark constituents.
Contributing to relative results during the quarter was our yield curve positioning in both
the British pound and New Zealand dollar. We are overweight the pound as we believe
the UK’s growth prospects remain favorable and it is on track, despite some recently soft
data, to be second in line behind the U.S. among major economies in raising interest
rates.
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Executive Summary
• A pronounced sell-off in
European debt was a looming
force in global fixed income
markets trading lower during
the quarter.
• The Fund underperformed its
primary benchmark during the
period, largely due to exposure
to peripheral European
sovereign debt.
• Though we are defensively
positioned, we continue to see
opportunities as global
monetary policy continues to
diverge.
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On an asset class basis, the leading relative contributor was our
positioning in commercial mortgage backed securities (CMBS).
Our view is that many foreign CMBS at present offer more
attractive risk-adjusted returns than do their U.S. counterparts.
Also contributing was our security selection in out-ofbenchmark high-yield corporate credits. This, we believe, is the
result of our fundamental, bottom up investment process that

focuses not only on issuers, but specific securities.
On an issuer level, in addition to yield curve positioning in New
Zealand sovereigns, performance was aided by our zero
weighting to French sovereign debt. This is evidence that often
what securities we choose to avoid is just as important as those
we include in the Fund

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

Outlook
Even with the second quarter’s reversal of the recent bund rally,
we believe that the foundations underlying that original move
are largely valid and will be with us for quite some time. The
ECB’s QE program may not play out exactly the way that
unconventional monetary policy did in the U.S., when a wide
range of risk assets steadily rose in unison, but it is our view
that the environment will remain favorable for European assets.
Growth is slowly returning to the region and we expect inflation
to remain considerably below the ECB’s target. This is fertile
ground for fixed income investments. The ECB’s presence
within the market, ensuring a minimal level of demand for
securities, also provides a tailwind. We do not expect the yield
on the bund to plumb the depths of 0.07% again, but we do
expect lower rates to persist.
As evidenced by the late-quarter widening of peripheral debt,
we believe that lingering concerns about Greece and its
continuation within the eurozone must still be monitored. The
recent flare-up is evidence that much of the region is still not
out of the woods and that growth-friendly structural reforms
must become mainstays of economic policy if the region wants
to avoid similar crises in the future.
As we look forward, we will continue to monitor a variety of
factors that we consider to be potentially substantial risks to the
fixed income space. Chief among them is a lack of market
liquidity. In fact, it is our view that the recent sell-off in the bund
was exacerbated by a dearth of buyers within the market.
While we maintain limited exposure to emerging markets,
adverse developments in those regions could send shock
waves through global bond markets. China is attempting to

manage an unexpectedly strong slowdown – at least compared
to recent decades – as well as distortions within its equity and
real estate markets. The country remains the marginal buyer of
a range of commodities, so any sustained change in its growth
trajectory will reverberate across the world, especially natural
resources exporters. Venezuela, with its tenuous state finances,
is a large issuer of high-yield debt. And both Brazil and Russia –
two large economies – face domestic economic headwinds, and
the latter is further hobbled by sanctions.
We have no exposure to Japanese government debt, but the
country merits monitoring given its stature in the global
economy. A healthy Japan would benefit much of Asia – and
farther afield. But such a scenario may entail the government of
Prime Minister Shinzo Abe effectively deploying the so-called
“third arrow” of Abenomics, which is structural reform. We
expect growth to continue within the UK, and that country’s
central bank to be among the first movers in raising interest
rates. That development would provide support to both UK
government bonds and the pound.
Given the potential risks that we have identified, we have moved
to a more defensive position. The Fund’s duration at the
beginning of the period was slightly above that of the
benchmark. Over the quarter we substantially lowered duration,
especially when compared to the benchmark. Further
buttressing our defensive positioning has been our increased
allocation to U.S. Treasurys. While we see numerous
opportunities in global fixed income markets caused by
diverging monetary policy, we first and foremost remain mindful
of our primary responsibilities of capital preservation and
generating risk-adjusted returns.
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Top Relative Contributors and Detractors by Issuer for the Quarter Ended 6/30/15
Top Contributors

Average
Weight (%)

Relative
Contribution (%) Top Detractors

Average
Weight (%)

Relative
Contribution (%)

New Zealand I/L

7.11

0.16

Ireland (Republic Of)

3.46

-0.28

Avago Technologies Cayman

1.40

0.04

Italy (Republic Of)

2.44

-0.19

Nemus 2006-2 A (CMBS)

1.24

0.04

Sweden (Kingdom Of)

4.83

-0.18

Deco 2012-Mhlx A

1.36

0.04

Germany (Federal Republic)

1.92

-0.14

Mexican Bonos

1.99

0.03

Portugal (Republic Of)

1.39

-0.13

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.

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 ten portfolio holdings of Janus Global Bond Fund are: United States Treasury Note/Bond (6.60%), New Zealand Government Bond
(3.70%), Sweden Government Bond (2.95%), United States Treasury Note/Bond (2.95%), United States Treasury Note/Bond (2.63%), United States Treasury
Note/Bond (1.82%), United Kingdom Gilt (1.76%), Ireland Government Bond (1.73%), United Kingdom Gilt (1.60%) and New Zealand Government Bond (1.53%).
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.
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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