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Janus Global Life Sciences Fund

Investment Environment
The global health sector rose during the quarter, outpacing small gains in broader
indices. Stocks traded higher for much of the period, but experienced a sell-off in late
June after the UK voted to exit the European Union. Shares, however, rebounded over
the period’s final few sessions. Within health care, all subsectors advanced, with health
care technology and health care equipment leading the way.
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Performance Discussion
The Fund underperformed its primary benchmark, the MSCI World Health Care Index,
but outperformed its secondary benchmark, the S&P 500 Index, for the quarter. We seek
to invest in companies worldwide that are addressing high, unmet medical needs and
providing efficient and cost-effective health care solutions. We believe the health care
sector, with its rapid growth and high complexity, offers abundant opportunities for
differentiated research. We believe understanding both the science and the business
behind new therapies is key to driving long term results.
On a subsector basis, the Fund’s holdings in pharmaceuticals and biotechnology
weighed most on relative returns. Relative contributors were led by health care
equipment and health care services, both aided by stock selection.
Weighing most on performance was Allergan. Early in the quarter, the company’s $160
billion merger with Pfizer was called off after the U.S. Treasury Department issued lastminute constraints on so-called tax inversions, which diminished the viability of the
transaction. Despite this setback, we continue to favor Allergan as a standalone
enterprise with solid growth prospects, a high-quality pipeline, and a management team
that has acted in the interests of shareholders. Recent drug launches with particular
promise include irritable bowel syndrome therapy Viberzi, and schizophrenia drug Vraylar,
each of which could become a $500 million to $1 billion asset over time. Further, the
company stands to benefit from the sale of its generic business to Teva Pharmaceutical,
which could bring in over $36 billion of fresh capital to put to work for acquisitions
and buybacks.
Also weighing on performance was Endo International. While a recently released
earnings report was in line with estimates, management lowered financial guidance to a
level well below what consensus had expected. Adjusted EPS for the current quarter
was reduced by roughly 25% and both revenue and gross margin expectations were
lowered. Reasons behind the subdued outlook included a weak environment for
generics, the loss of exclusivity for Voltaren, an anti-inflammatory gel, and muted initial
sales growth for Belbuca, a chronic pain medication. Despite these setbacks, we believe
the highly depressed valuation (low single-digit P/E multiple) provides significant
opportunity for a positive re-rating as fundamentals stabilize.
Alexion Pharmaceuticals detracted from results as a potential new indication for its
therapy Soliris narrowly missed intended results. Investors had anticipated success
based on earlier data and were thus disappointed with the news. The company was also
impacted by the Brexit decision, as Alexion has the highest level of international
exposure among large-cap biotech peers. Nevertheless, we believe that the market’s
reaction to the news was disproportionate to the level of business the company derives
from the UK, and used the weakness to add to our position.
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Executive Summary
• The health care sector
registered gains for the quarter,
outpacing broader global
equities.
• The Fund underperformed its
benchmark, with
pharmaceuticals weighing most
on relative returns.
• In addition to innovation, which
has long excited us,
management teams have
recently increased merger and
acquisition activity to increase
shareholder value.
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Increased merger and acquisition activity was the driver for
several of our largest contributors. Among them was Anacor
Pharmaceuticals. In the wake of calling off its proposed merger
with Allergan, Pfizer wasted little time in pursuing another
acquisition, agreeing to pay $5.2 billion – a 55% premium – for
Anacor in an all cash deal. We had been attracted to Anacor
because of the large sales potential and strong clinical data for
Crisaborole, the company’s novel topical therapy for eczema.
We no longer hold a position in the company as it was
purchased by Pfizer.
Medical device maker LDR was also the subject of an
acquisition during the quarter, as Zimmer Biomet made a tender
offer at a 64% premium to the prevailing price. Janus was the
number one holder of LDR (as of 3/31/16) due to extremely
positive feedback we had received on the company’s Mobi-C
product, a two-level cervical disk replacement. Published data
indicated this device offered an improved range of motion and
better patient outcomes than many widely used spinal fusion

devices. We think the acquisition could prove fruitful for Zimmer
as their wider product offering should accelerate market
acceptance and reimbursement for this new product.
Staying within medical devices, Boston Scientific benefited
from reporting strong operating results for the first quarter.
Earnings per share exceeded consensus estimates, and the
pace of organic sales growth was the highest reported in over a
decade. Margin performance was also impressive, and the
company continued to make progress on new product launches.
At a recent medical conference, strong data for less invasive
transcatheter aortic valve replacement (TAVR) devices in
intermediate risk patients led to higher estimates of the longterm market potential. Boston Scientific (as the number three
player in the TAVR market) stands to benefit from wider
acceptance of these devices. More broadly, medical equipment
makers like Boston Scientific benefited from the move away
from specialty pharmaceuticals and biotech companies that
occurred over the first half of the year.

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

Outlook
During the past few months, we have witnessed an acceleration
of deal activity driven, in part, by compelling valuations. Low
stock prices translated into significant premiums in recent
deals, a trend we expect to continue. The flurry of activity is not
isolated to biotechnology, as device makers also commanded
attractive prices. We believe M&A activity helped the sector
rebound from what we thought had been oversold levels earlier
in the year.
Outside of several high profile acquisitions, we believe
innovation remains the core driver in the sector for creating
value for shareholders. While we do not expect regulatory
approvals to top last year’s record of 45, 2016 should be
another robust year for new products. We believe speedier
approvals are the result of the increased efficacy of many new
treatments, and their ability to address high, unmet
medical needs.
While we are optimistic that many new therapies will continue
to reach the market, we recognize that the sector must evolve
to reflect new economic realities. Many pharmaceutical
companies need to readjust their portfolios to accommodate
the increased focus on value, rather than just safety and

efficacy. As a consequence, we expect to see a high - and
sustained - level of licensing activity, with areas like oncology,
immunology and cardio-metabolic diseases receiving the
greatest attention.
We believe the recent backlash on drug prices, along with
consolidation among payers, represents a possible impediment
to what drug companies can charge. The pendulum started to
swing after insurers were caught off guard by the extraordinary
demand for Sovaldi, a breakthrough hepatitis C therapy. Unless
new drugs demonstrate important benefits for patients and
value for the system, coverage becomes less certain. Already
we have seen certain new cardiovascular therapies receiving
greater payer scrutiny. We think expanded reimbursement
could come after important clinical outcomes data are reported,
which we are expecting in the next six months.
As we get closer to the presidential election, we think political
rhetoric could remain an overhang on the sector. Still, as the
election draws closer, and a winner is eventually chosen, we
think investors should be in a better position to differentiate
between rhetoric and what may ultimately become actionable.
We continue to think valuations in the sector reflect fairly dire
scenarios that are unlikely to become reality.
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Top Contributors and Detractors for the Quarter Ended 6/30/16
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Boston Scientific Corp

2.20

0.60

Allergan, Plc

2.65

-0.53

Anacor Pharmaceuticals Inc

0.00

0.56

Endo International PLC

0.45

-0.35

LDR Holding Corp

0.66

0.53

Alexion Pharmaceuticals Inc

1.57

-0.28

St Jude Medical Inc

0.00

0.53

Amicus Therapeutics Inc

0.44

-0.25

Pfizer Inc

3.00

0.47

OvaScience Inc

0.25

-0.19

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.

Top Contributors

Top Detractors

Boston Scientific: The medical device maker offers a
range of products in applications including cardiovascular,
pulmonary, digestive, urological and women’s health. We are
encouraged by management’s initiatives to boost its product
pipeline, revenues and operating margins. New product
launches, especially in the cardiovascular field, have been
encouraging. We view the company as a potential target as
the market consolidates, or as an acquirer of smaller
companies identified as synergistic to existing operations.

Allergan: The multi-specialty health care company
continues to have dominant market positions in aesthetics
and ophthalmology, and many of its products have a high
cash pay component, making them less subject to
government reimbursement. We also believe the team will
create shareholder value as it deploys cash from the recent
sale of its generics business to Teva
Pharmaceutical Industries.

Anacor Pharmaceuticals: Anacor is a specialty
dermatology-focused branded pharmaceutical company. We
like the potential for the company’s treatment for
onychomycosis, Kerydin, which has recently experienced a
strong launch. We also like the potential for a topical
treatment the company is developing for atopic dermatitis
(eczema), which offers a non-steroidal approach to
treatment that we think could be preferred by doctors as a
safer alternative for pediatric patients. If the atopic dermatitis
drug is successful, we think Anacor could be an attractive
acquisition candidate to another company. We no longer
hold a position in the company as it was purchased by Pfizer.
LDR Holdings: The company sells spinal implants for use in
lumbar and cervical spinal disorders. We believe LDR has
differentiated technology that will allow it to take share from
competitors, particularly in the faster-growing cervical
spine market.
Saint Jude Medical: St. Jude develops, manufactures and
distributes cardiovascular medical devices and other
implantable neurostimulation devices for the management of
chronic pain. We think St. Jude has a strong management
team and is a leader in the high-growth medical device

Endo International: We like the company for its generics
drug business and also for Belbuca, a Schedule-3 opioid
that was recently approved by the FDA for use in chronic
pain. While industry- and company-specific issues have led
to weakness in Endo’s shares, we believe the valuation is
attractive at six times current year Enterprise Value/EBITDA.
Alexion Pharmaceuticals: This biopharmaceutical
company is focused on serving patients with severe and
ultra-rare disorders through the development and
commercialization of life-transforming therapeutic products.
Alexion continues to enjoy strong sales growth and clinical
success for lead drug Soliris, an antibody that blocks a key
component of the immune system that can be improperly
activated, leading to rare but severe diseases. The
company’s growth to this point has been driven by its lead
indication, PNH, a blood disorder characterized by severe
anemia and the need for frequent blood transfusions. Soliris
has also been approved for the treatment of aHUS, an even
more serious disease that can lead to kidney failure and
death in over 60% of patients within a year of diagnosis. We
believe the aHUS indication and additional potential
applications should drive continued strong sales growth
for Soliris.
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Top Contributors (continued)

Top Detractors (continued)

market. We believe the company is also well positioned to
handle the impact of health care reform.

Amicus Therapeutics: Amicus is a biotech company
focused on oral pills and biologics for the treatment of rare
genetic diseases, including Fabry and Pompe . The company
gained approval in the European Union for its first drug
Migalastat for Fabry disease in early 2016. The company
has come back from early setbacks with its chaperone
platform to now having a product that looks positioned for
approval. We believe this treatment would likely be preferred
among many patients who would value equivalent efficacy
with an oral pill versus current standard of care with an
IV therapy.

Pfizer: During the past few years, the global pharmaceutical
company has taken steps to unlock shareholder value by
divesting noncore businesses, such as animal health and
nutrition, to focus on its core pharmaceutical business. In
recent years, the company began to manage commercial
operations and provide financial transparency through a new
global structure consisting of: innovative pharmaceuticals,
vaccines, oncology and consumer health, and
established pharmaceuticals.

OvaScience: The life sciences company is focused on the
discovery, development and commercialization of new
treatments to advance the field of infertility. The company’s
lead product, Augment, a procedure designed to improve the
success rate for in vitro fertilization (IVF, combining a
woman's egg and a man's sperm outside the body in a
laboratory) has underappreciated prospects for success, in
our view. We also see significant potential for the company’s
other pipeline products that seek to harness the recent
discovery of ovarian stem cells.
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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 6/30/16 the top ten portfolio holdings of Janus Global Life Sciences Fund are: Amgen Inc (3.58%), Bristol-Myers Squibb Co (3.16%), Celgene Corp
(3.09%), Eli Lilly & Co (3.02%), Pfizer Inc (2.95%), Aetna Inc (2.69%), Allergan, Plc (2.61%), Sanofi (2.48%), AstraZeneca PLC (2.45%) and Universal Health
Services Inc (2.39%). There are no assurances that any Janus portfolio currently holds these securities or other securities mentioned in this commentary.
The opinions are as of 6/30/16 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.
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, lower
liquidity and differing financial and information reporting standards, all of which are magnified in emerging markets.
MSCI World Health Care Index is a capitalization weighted index that monitors the performance of health care stocks from developed market countries in North
America, Europe and the Asia/Pacific Region. The index includes reinvestment of dividends, net of foreign withholding taxes.
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-0616-3109 10-15-16

188-42-16676 07/16
Page 5 of 5

