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Investment Environment
Concerns over slowing economic growth and the possibility of recession weighed heavily
on global markets for the first six weeks of the year, as did slower-than-expected growth
in China, the implications of negative interest rates, weakness in commodities-related
sectors and an increase in corporate defaults. The diverging views between the market
and the Federal Reserve (Fed) on the frequency of potential U.S. interest rate hikes also
negatively influenced investor sentiment. In a sharp reversal, corporate credit and
equities rallied – as did rates – during the remainder of the quarter. Crude oil prices,
which had recently dipped to levels not seen in over a decade, hit $42 per barrel in
intraday trading as marked by the U.S. benchmark, West Texas Intermediate. The
European Central Bank’s (ECB) March announcement to take rates deeper into negative
territory and expand its asset-purchases provided additional support for risk-assets. The
Fed lowered its forecasts mid-March to more closely align with market expectations,
weakening the U.S. dollar and further supporting a risk-on mindset. The euro, meanwhile,
proved volatile against the dollar but ultimately rose during the last four weeks of the
quarter, subsequent to indication that the ECB would not further reduce interest rates.
Yields fell across the majority of the U.S. Treasury curve as slowing global growth and
negative interest rate policies abroad triggered a rotation into the asset class. The ECB
announcement further encouraged investors to look to the U.S. for more favorable
relative value opportunities. The yield on the 10-year fell to 1.77% at period end, down
from 2.27% at the end of 2015. In Europe, benchmark rates – namely the German bund
– also fell across the curve.
Despite significant volatility, spreads on broad-based global bond indices ended the
quarter roughly where they began. Both investment-grade and high-yield corporate
credits experienced a significant sell-off in the first six weeks of the quarter that started
with commodity- and energy-related names and subsequently spread throughout the
credit markets. Global investment-grade corporate spreads widened to 203 basis points
(one basis point is equal to one hundredth of 1%) before finishing the quarter at 158
basis points. After widening to 791 basis points, spreads on global high-yield corporates
tightened back to 632 basis points by the end of the period.

Portfolio Manager:
Chris Diaz, CFA

Portfolio Manager:
Ryan Myerberg

Executive Summary
• Global fixed income markets
witnessed a V-shaped recovery
during the quarter, with a broadbased sell-off in the first six
weeks of the year followed by a
rally in corporate credit and
equities, as well as rates,
during the remainder of the
period.

Performance Discussion

• The Fund underperformed both
its primary and secondary
benchmarks.

The Fund underperformed its primary benchmark, the Barclays Global Aggregate Bond
Index, and its secondary benchmark, the Barclays Global Aggregate Corporate Bond
Index. The quarter was wrought with volatility stemming from shifting monetary policy
and weak fundamentals in commodities issuers. Shareholder-friendly activity indicative
of the later stages of the credit cycle and a lack of market liquidity added to volatility.
Fundamentals did not materially improve during the quarter, and a number of the risk
factors in play earlier in the year remained cause for concern. In such an environment,
we believe our focus on capital preservation and risk-adjusted return remains crucial in
effectively navigating these volatile markets for our clients.

• As we appear to be in the later
stages of the economic and
credit cycles, we expect
volatility to remain elevated. We
maintain our defensive posture
in the face of global market
uncertainties, continued Central
Bank Divergence and weak
corporate credit fundamentals.

Monetary policy moves by central banks heavily influenced markets during the quarter
and negatively impacted our currency and rates positioning. In January, the Bank of
Japan implemented a negative interest rate policy, leading Japan’s sovereign yield curve
to flatten across all tenors during the period. The Fund’s zero-weighting in Japanese
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government debt, a major benchmark component, weighed on
relative performance as a result. Also detracting from
performance was our yield curve positioning in UK government
debt and our exposure to the British pound. Our expectation
that rates would rise in the UK was negated as a result of
weaker economic data. The Bank of England maintained status
quo on interest rates, and yields subsequently flattened across
the majority of the gilt curve. Growing concern over the British
referendum on membership in the European Union (EU)
generally made the pound and UK holdings of any kind less
desirable. Our bearish view on the euro weighed most on
relative results. ECB President Mario Draghi qualified in the
bank’s March announcement that he did not foresee rates
declining further. While we believe rates in Europe ultimately
need to go lower to keep the currency in check and foster longterm growth in the export dependent region, the market took
these comments as reason to pile into the euro, causing it to
appreciate against the U.S. dollar. The Fed’s dialed-down
expectations on interest rate hikes in the U.S. gave further
credence to that mindset. Our exposure to the Canadian dollar
contributed positively to relative results, primarily due to the rally
in crude oil prices.
On a market segment basis, our holdings in commercial
mortgage-backed securities (CMBS) detracted most from
relative results. We are overweight the asset class and are
focusing on higher yielding, shorter duration securities. We
believe short-term technicals in the market led to the sector’s
downturn during the quarter as opposed to issues in the
underlying real estate. Market volatility and illiquidity contributed
to spread widening as did concerns that aggressive loans
maturing in a more conservative market may struggle to obtain
refinancing. Our positions continue to be either legacy CMBS
that have delevered or single-asset/single-borrower CMBS on
which we have conducted robust fundamental analysis on the
underlying properties.
Our corporate credit positioning also weighed on relative
performance. Our defensive, higher quality holdings did not
keep pace as credit markets rebounded in the latter half of the
quarter on the back of recovering commodities. On a credit
sector basis, security selection in banking and technology
detracted from relative results. Macro-economic challenges,
including slower global economic growth and shifting monetary
policy, weighed on the banking sector in several regions, as
evidenced by the early 2016 sell-off in banking-related
securities. While banking credits have retraced some of their
earlier losses, we reduced exposure to the sector during the
quarter. The elevated levels of nonperforming loans (NPLs) on
European bank balance sheets remain a concern. Additionally,
we are closely monitoring negative rates in Europe as well as
the British referendum on EU membership and the implications
for both on banks in the region.

The underperformance in technology was largely a function of
hard disk manufacturer Seagate Technology. We invested in
Seagate in 2014 due to its leading position in an industry that
had undergone consolidation. We also liked its conservative
balance sheet and potential for a ratings upgrade, which
ultimately occurred. Hard disk year-over-year demand has
continued to weaken due to limited personal computer growth
in emerging markets. Elevated issuance in the investmentgrade segment of technology also weighed on spreads. While
we have reduced the position, we remain constructive on an
improving earnings outlook and a management team focused
on deleveraging.
Security selection in independent energy and food and
beverage contributed positively to relative performance.
Independent energy rallied late in the quarter off the rebound in
crude oil prices. A number of companies in the sector chose to
protect their balance sheets by cutting dividends and reducing
capital expenditure, which resulted in tighter spreads. Due to
the visibility of their cash flows, defensive sectors including food
and beverage tend to outperform in periods of uncertain
economic growth and market volatility. On an issuer basis,
Anheuser-Busch InBev was a relative contributor. We see longterm upside in beverage and brewing company AnheuserBusch InBev due to management’s commitment to
deleveraging. The company has a track record of delevering
post acquisitions, which is pertinent based on its recent
purchase of SABMiller.
Our zero weight to U.S. mortgage-backed securities (MBS) and
our out-of-index exposure to Treasury Inflation-Protected
Securities (TIPS) contributed to relative results, as did our
sovereign credit exposure. Priced at historically low levels and
poised to benefit from any potential increase in inflation
expectations, we find attractive optionality in inflation-linked
bonds. As long-term investors, we are positioned to benefit
whether that boost in prices comes in the near- or long-term.
Sovereign issuers that aided relative performance included the
U.S., New Zealand and Ireland, primarily as a result of our yield
curve positioning. Our holdings in New Zealand, a commoditybased economy with strong links to China, benefited from the
country’s recently lowered interest rates. We have a favorable
outlook on Ireland, which has undertaken meaningful
governmental and market reforms as they have fought to
emerge from Europe’s debt crisis. Budgets have been
rationalized and growth-friendly initiatives have been
implemented, serving as a template for other countries within
the region still searching for a path to stability and market trust.
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For detailed performance information or to download a Fact Sheet, please visit www.janus.com/funds

Outlook
We remain defensively positioned, with a focus on capital
preservation, as we believe the volatility seen in credit markets
through the first quarter of 2016 will remain a central theme.
While we see signs of a healthier economy, global growth is
likely to continue at a slower speed limit, with multiple bumps
along the way. The British referendum on membership in the
European Union and potential implications for UK and
European assets are top of mind. Repercussions from further
possible rate cuts by the European Central Bank (ECB) are also
of concern, as is the trajectory of U.S. interest rate hikes.
Recent monetary policy has strongly influenced the markets,
and the state of the markets and slowing global growth has
undoubtedly influenced the actions of the U.S. Federal Reserve
(Fed). While the Fed has recently lowered its expected
trajectory of rate hikes to better align with market expectations,
we foresee additional bouts of volatility as likely over the course
of the year. Should the discussion of an accelerated increase in
interest rate hikes come back to the table, we believe there
could be another sell-off in U.S. risk assets. For now, however,
the lower rate trajectory is likely to cause a weaker U.S. dollar.
Commodity companies, in our view, are aided by a weakening
U.S. dollar, while the imbalance in supply and demand persists
and commodities fundamentals remain weak. We believe the
price of crude oil will remain at lower levels for the foreseeable
future, and as a result, we seek only best-in-class operators
with strong fundamentals that can survive at
lower-for-longer prices.

Although Chinese debt is largely an uninvestable universe for
international investors, we continue to be mindful of slowing
growth in China and its implications for the country’s trading
partners. China is the world’s second-largest energy consumer
and accounts for roughly half of the world’s industrial metals
demand. The state of the country’s economy has the potential
to significantly impact its trading partners, as well as
commodities prices.
European credit, in our view, looks relatively attractive, due in
part to the region’s lower exposure to oil, metals and mining. We
also foresee lower volatility in the region as a result of the
ECB’s corporate bond buying program. Europe appears to be
further behind the U.S. in the credit cycle which also lends to a
more favorable backdrop. Subdued earnings growth in
combination with deteriorating balance sheets and weakening
credit metrics in the U.S. lend to a cautious outlook on U.S.
corporate credit. Globally, we are focused on companies with
stable free cash flows and dedication to balance sheet strength.
We believe these higher quality issuers can offer participation
on the upside as well as downside protection.
We continue to believe that security avoidance will be a central
driver of performance as the perils associated with holding risk
assets far outweigh the potential upside. We believe company
fundamentals remain under pressure and consider it too early
to adopt a more aggressive, opportunistic stance. We maintain
our defensive posture, focusing on our commitment to
delivering capital preservation and strong risk-adjusted returns
for our clients.

Top Relative Contributors and Detractors by Issuer for the Quarter Ended 3/31/16
Top Contributors

Average
Weight (%)

Relative
Contribution (%) Top Detractors

Average
Weight (%)

Relative
Contribution (%)

U.S. Treasury Notes/Bonds

10.91

0.23

Starwood Retail Property Trust (Srtp
2014-Star)

1.34

-0.10

New Zealand (Government Of)

7.30

0.10

Portugal (Republic Of)

1.28

-0.09

Ireland (Republic Of)

3.62

0.09

Cash - U.S. Dollar

2.64

-0.08

Magellan Mortgages (Magel 3 A)

0.58

0.07

Intesa

0.88

-0.06

Anheuser-Busch Inbev NV

0.83

0.04

Seagate Technology

0.67

-0.06

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 3/31/16 the top ten portfolio holdings of Janus Global Bond Fund are: New Zealand Government Bond (4.05%), United States Treasury Note/Bond
(3.61%), Italy Buoni Poliennali Del Tesoro (3.27%), Sweden Government Bond (2.50%), United States Treasury Note/Bond (2.14%), Mexican Bonos (2.05%), US
TSY INFL BOND .75 02/15/45 (2.04%), France Government Bond OAT (2.04%), United Kingdom Gilt (1.75%) and Italy Buoni Poliennali Del Tesoro (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 3/31/16 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.
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.
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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