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Investment Environment
Strong returns in managed health care and health care services led to gains for the
sector as broader equity indices rose over the quarter. These and other segments
focused on health care delivery stand to reap continued benefits from more people
entering the health care system due to the implementation of the Affordable Care Act.
Biotechnology had steady gains in the quarter, in part driven by announcements and
presentations at the American Society of Hematology conference in December.
Excitement at the conference centered upon the continued progress in immunooncology treatments. This buzz was evidenced in equity markets where biotechnology
remains hot. Additional developments in key gene therapies that address high but unmet
needs also added to investor optimism.
As a consequence, company valuations have continued to rise. While present levels have
triggered some concern, they are generally tracking improving earnings estimates, which
in many cases are hinting at accelerated growth rates. Earnings multiples have
expanded as well, but this development is arguably justified, especially given the
industry’s robust pipeline and long-term revenue profile inherent in its products.

Performance Discussion
The Fund outperformed its primary benchmark, the S&P 500 Index, and its secondary
benchmark, the MSCI World Health Care Index, for the quarter. We seek to invest in
growth 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 critical.
Our selection of biotechnology stocks drove the Fund’s relative performance, with our
pharmaceutical holdings also contributing. OvaScience was the largest individual
contributor. Additional progress was made in international trials of the company’s key
fertilization therapy. The technology surrounding the fertilization process is both novel
and promising, yet had been overlooked by many investors. The company has recently
doubled guidance and, as a consequence, recognition for its treatments has grown.
Another biotechnology firm, Celgene, was also a positive contributor to performance as
data for its Crohn’s disease therapy met high expectations. Therapies in the pipeline for
treating acute myeloid leukemia and the blood disorder, beta thalassemia, hold promise
as well. Also, the company benefited from a perceived competitive threat to one of its
products failing to materialize. Celgene has been effective in partnering with pre-IPO
biotech companies, sharing in the economics and benefiting when the partner goes
public.
NPS was a relative contributor as speculation emerged about a potential acquisition by
Shire. We think such a deal would make sense given NPS’ orphan disease assets. Even
as a standalone entity, we continue to like the company based on growth prospects for
both Natpara and its injectable therapy Gattex, for short bowel syndrome.
Relypsa contributed to relative performance. The company’s stock recovered from
weakness earlier in the year, but more importantly, it has continued to make progress on
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therapies addressing individuals with high protein levels, which
is a large area of unmet needs. A filing with the Food and Drug
Administration has been accepted and the company is on track
to launch a new drug in 2015.
Dyax Corp, another positive contributor, is a company that we
have favored for quite some time. Recognition has grown for its
hereditary angioedema treatment, which continues to move
through early-stage trials. Based on early results and promising
safety data, the study is being expanded. We believe that this
therapy has the potential to be a best-in-class treatment.
Relative detractors were led by Shire Pharmaceutical. During
the quarter AbbVie abandoned its takeover of Shire, but we still
like the company as a stand-alone entity. Consequently, we
bought additional shares as the stock weakened in the wake of
the deal’s collapse.
Gilead Sciences was a relative detractor as fears of price
competition arose for its hepatitis C treatment. During the
quarter Express Scripts, a pharmacy benefits management
organization, chose AbbVie’s competing treatment for their
national formularies due to the significant discount offered. The
development did not come as a surprise as we already

expected AbbVie to take 20% of this price-sensitive market.
We still see low valuations as supportive for Gilead.
Roche also detracted from relative performance. The stock
declined on disappointing clinical data for its first-line breast
cancer treatment, Kadcyla, as well as for one of its compounds
addressing Alzheimer’s. Still, we continue to think its pipeline of
treatments is among the best of large-cap pharmaceutical
firms.
Arrowhead Research Corp was a relative detractor as the stock
collapsed when the company failed to meet the high
expectations it had set for itself on a hepatitis B treatment. We
have since exited the position.
Hospital operator Tenet Healthcare detracted from
performance as enrollment projections from the Congressional
Budget Office for the second year of the Affordable Care act
underwhelmed. Originally estimated to be 13 million,
enrollments have been revised down to nine million. While
numbers may end up being slightly higher, much of the
enthusiasm surrounding hospitals during the ACA roll out has
worn off. The segment had been on a strong run.

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

Outlook
Among our major investment themes, we continue to see an
acceleration of innovation. There were 41 drug approvals in
2014. Particularly noteworthy during the period were advances
in immuno-oncology, an innovative approach to cancer research
that seeks to harness the body’s immune system to fight tumor
cells. As stated, this innovation has led to both increased
earnings estimates and a strong appetite for these stocks as
evidenced by expanding multiples. Still investors must remain
aware that not all drugs in the pipeline will become winners; in
fact many more will fail to reach market than those that
succeed. As a consequence, we employ a value-at-risk
methodology to help protect our portfolio from these downside
risks. Evidence of the risk inherent in the sector was the
bankruptcy of one firm during the quarter.
Despite the reality that some less-than-promising companies
have benefited from the rising tide across the sector,
fundamentals in aggregate have never been better. While
2014’s level of approvals likely won’t be repeated, advances in
key areas continue. We expect to see therapies addressing
ailments including, but not limited to, cardiovascular disease,
Alzheimer’s, psoriasis, and migraines advance through the
approval process. Solid developments in immuno-oncology
treatments will continue as well.

The U.S. Treasury Department’s interpretation of the statutes
covering tax-inversions quelled merger activity to a certain
degree. However, low interest rates, high cash balances, and
excess industry capacity are still incentives for companies to
rationalize assets via acquisitions rather than add sales people
and build manufacturing facilities. We remain focused on
companies with significant growth potential and strong drug
pipelines, which could be attractive to potential acquirers.
Another major theme is the Affordable Care Act, which has
helped over 10 million previously uninsured Americans obtain
health insurance through Medicaid or health insurance
exchanges over the past year. The initial implementation of the
program was a boon for hospital companies, which had
provided essentially free care to the uninsured until the advent
of health care reform. In states that embraced an expansion of
Medicaid eligibility, there has been a 50% reduction in
utilization by uninsured patients. This has resulted in improved
volumes and improved profitability for the hospitals. Even
though it was expected that enrollment estimates for the
second year of the program would be revised, recent
downgrades disappointed investors. Still it must be remembered
that many of these enrollees, regardless of the absolute
number, were not in the health care system prior to the law.
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Top Contributors and Detractors for the Quarter Ended 12/31/14
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

OvaScience, Inc.

1.68

1.22

Shire PLC (ADR)

1.57

-0.29

Celgene Corp.

2.40

0.49

Gilead Sciences, Inc.

1.93

-0.26

NPS Pharmaceuticals, Inc.

1.26

0.43

Roche Holding A.G.

2.16

-0.21

Relypsa, Inc.

1.04

0.39

Arrowhead Research Corporation

0.00

-0.21

Dyax Corp.

1.19

0.39

Tenet Healthcare Corp.

1.28

-0.21

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

OvaScience: The life sciences company is focused on the
discovery, development and commercialization of new
treatments for 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.

Shire: This Ireland-based specialty biopharmaceutical
company focuses on drugs addressing attention deficit and
hyperactivity disorder (ADHD), gastrointestinal diseases,
human genetic therapies and regenerative medicine among
others. We favor Shire for its dominant position in the ADHD
market as well as its portfolio of drugs for rare diseases. The
company also has a capital efficient drug development
model.

Celgene: This global biotechnology company seeks to
deliver truly innovative and life-changing drugs for the
treatment of cancer and other severe immune, inflammatory
conditions. We see the potential for continued strong growth
ahead for Celgene’s blood-cancer-fighting Revlimid drug
franchise and believe its additional pipeline products could
further supplement this growth. Some of the new drugs that
could become meaningful contributors include Abraxane for
pancreatic cancer, Pomalyst for refractory multiple myeloma
and a recently licensed drug to treat Crohn’s disease. We
also appreciate management’s willingness to utilize free
cash flow for share repurchases and product acquisitions.
NPS Pharmaceuticals: The biotechnology company is
focused on the development of treatment options for
patients with serious unmet conditions in the areas of rare
gastrointestinal and endocrine disorders. We believe the
company’s injectable therapy, Gattex, for short bowel
syndrome (an inability to absorb food nutrients due to severe
disease or surgical removal of a significant portion of the
small intestines) could drive robust sales growth.
Additionally, we see significant growth potential for NPS’
injectable therapy, Natpara, for hypoparathyroidism, a rare
endocrine disorder characterized by insufficient levels of the
human parathyroid hormone, the body’s principal regulator of
calcium and phosphorus. A bioengineered replica of the

Gilead Sciences: A research-based biotechnology
company, Gilead’s primary areas of focus include human
immunodeficiency virus (HIV)/AIDS; liver diseases, such as
hepatitis B and C; and oncology. The launch of its hepatitis
C drug, Sovaldi, in the first quarter of 2014 was the largest
in the industry’s history and rapidly became the top-selling
drug in the U.S. We consider Gilead’s once-a-day oral
regimen a groundbreaking change in a field in which less
than 5% of patients had been treated because the prior
standard of care (weekly injections that caused flu-like
symptoms) were so poorly tolerated. The potential market
size is significant since approximately 3% of the world’s
population (170 million people) is believed to be infected,
including over four million in the U.S. As treatment moves to
an all-oral, well-tolerated therapy, the market should expand
significantly, and we believe Gilead is poised to be a leader
in this wave of therapies. We anticipate the launch of a
combination therapy, including Sovaldi, in the second half of
the year to be even larger since it will address a higher
percentage of the market. We also value the company’s
dominant HIV drug franchise (85% market share), which
continued to grow double digits with high margins.
Roche: The Swiss company develops and manufactures
pharmaceutical and diagnostic products. Roche produces
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Top Contributors (continued)

Top Detractors (continued)

hormone, Natpara is being developed as a replacement
therapy for the underlying cause of the disorder.

prescription drugs in the areas of cardiovascular, infectious,
autoimmune, and respiratory diseases, dermatology,
metabolic disorders, oncology, transplantation and the
central nervous system. We believe Roche has an
exceptional pipeline and strong research and development,
driven by its Genentech acquisition four years ago. We think
the risk of biosimilar competition (follow-on biologics) to its
three largest drug franchises (Rituxan, Herceptin and
Avastin) in the U.S. has been declining due to high
regulatory barriers and early success with life cycle
extension strategies (including newer versions of Herceptin
and Rituxan with potential for superior efficacy). We also
believe the company has a number of late-stage compounds
with significant sales potential that are underestimated by
the market.

Relypsa: The pharmaceutical company focuses on the
development and commercialization of non-absorbed
polymeric drugs to treat disorders in the areas of renal,
cardiovascular and metabolic diseases. We believe Relypsa’s
potassium binder drug, which lowers dangerous levels of
potassium in heart and kidney disease patients, meets
efficacy and safety standards that should support regulatory
approval and an attractive commercial opportunity.
Dyax: Dyax is a biotech company focused on hereditary
angioedema (HAE). Current treatments include both
prophylactic and acute-use options. We believe that Dyax
will be able to dominate the prophylactic HAE market with a
new self-injectable antibody. It is our view that the company
will continue to generate revenues from its acute-use
treatment, Kalbitor, and finally collect royalties on a portfolio
of antibody therapeutics.

Arrowhead Research: Arrowhead Research has a
technology for RNA interference (RNAi) that has the
potential for multiple applications. This technology can be
used to block production of proteins in the liver. The lead
indication is for the treatment of hepatitis B, which
represents a very high, unmet medical need. We sold the
stock due to disappointing data for their lead program in
Hepatitis B.
Tenet Healthcare: The hospital operator has a
management team that is focused on the new environment
of exchanges brought about by the Affordable Care Act and
consequently stands to benefit from the new industry
framework. The company has actively contracted with local
carriers offering advantaged products from a price and
network point of view. We also like how management is
developing capital light businesses, such as higher-margin
outpatient services in order to leverage its inpatient core.
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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 Life Sciences Fund are: Johnson & Johnson (2.99%), Biogen Idec, Inc. (2.73%), Amgen, Inc.
(2.57%), Valeant Pharmaceuticals International, Inc. (U.S. Shares) (2.31%), Celgene Corp. (2.29%), Pharmacyclics, Inc. (2.15%), Aetna, Inc. (2.14%), Roche
Holding A.G. (2.06%), Mallinckrodt PLC (2.06%) and HCA Holdings, Inc. (1.90%). 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.
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 and differing
financial and information reporting standards, all of which are magnified in emerging markets.
S&P 500® Index is a commonly recognized, market capitalization weighted index of 500 widely held equity securities, designed to measure broad U.S. equity
performance.
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.
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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