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Janus Global Life Sciences Fund

Investment Environment
Global health care stocks were up during the quarter, and the health care sector, as
measured by the MSCI World Health Care Index, outperformed broader global equity
indices. While nearly all health care subsectors generated positive returns during the
quarter, the pharmaceutical and biotechnology sectors were the largest contributors to
the index, as a number of pharmaceutical and biotech stocks rebounded from a summer
sell-off. The health care facilities and health care technology subsectors were the only
sectors to experience losses.

Performance Discussion

Portfolio Manager:
Andy Acker, CFA

Executive Summary

The Fund underperformed both its primary benchmark, the MSCI World Health Care
Index, and also 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 critical.
On a subsector basis, pharmaceuticals were the largest detractor from relative
performance. Much of the underperformance was due to one holding, Valeant
Pharmaceuticals. The stock sold off after some politicians criticized the company for
high drug prices for some of its products treating cardiac conditions. A short seller also
questioned the company’s relationship with a specialty pharmacy that distributed some
of its drugs. Valeant has since severed its relationship with the specialty pharmacy, and
restructured how it will sell its dermatology products. We think the concerns that
weighed on the stock this quarter are more than priced in at Valeant’s current valuation.
We believe many of Valeant’s strengths have recently been overlooked, including a
number of strong global brands, a high margin, decentralized operating model, and a
strong pipeline. We also see further potential for shareholder value creation through
deleveraging and bolt-on acquisitions.
In the biotechnology sector, several holdings detracted from performance due to
disappointing clinical results. Zafgen was one of our largest detractors. The company
announced two deaths that occurred during clinical trials for the company’s drug to treat
severe obesity related conditions. These safety issues caused the FDA to put the drug
on clinical hold, which caused a significant sell-off in the stock. Given this setback, we
decided to exit the position.
Chimerix was another detractor. The stock fell sharply after disappointing trial results for
its antiviral Brincidofovir, which aims to prevent certain infections after stem-cell
transplants. While the trial results could limit the potential for the drug in this setting, we
still see other potential uses for the drug as a rescue medication and in other settings
such as solid organ transplant. With the stock trading at cash levels, we are holding the
position as we await more clarity on Brincidofovir’s potential.
While the aforementioned stocks weighed on performance, we were pleased by the
results of many other companies in our portfolio. Dyax was our largest contributor to
performance. The stock was up after an announcement it would be acquired by Shire
Pharmaceutical. We were not surprised to see Dyax pursued as an acquisition candidate.
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• Quarterly returns for the health
care sector were positive and
outperformed broader global
markets.
• The Fund underperformed its
primary benchmark, due largely
to our holdings in the
pharmaceutical subsector.
• We believe innovation and
increased merger and
acquisition activity are creating
a favorable backdrop for the
sector, though political rhetoric
around drug pricing will be a
source of volatility in 2016.
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In our view, the company has a potential best-in-class drug for
hereditary angioedema (HAE) therapy, which could become the
new standard of treatment based on strong efficacy from earlystage trials. Shire is the current leader in HAE treatments, and a
logical partner to acquire Dyax.
Amgen was also a top contributor. The stock was oversold last
quarter due to concerns about how competition from biosimilar
drugs would affect revenue streams for Neupogen and
Neulasta, two Amgen drugs used to treat some of the potential
side effects of chemotherapy. The stock rebounded after initial
results showed that market share erosion for Neupogen has
been modest, and the approval for a biosimilar to compete with
Neulasta was delayed. The initial launch of Repatha, a drug
addressing high cholesterol, and encouraging data for some of

the company’s other pipeline drugs also demonstrated the
durability of Amgen’s growth profile. We continue to hold a
large position in the company and like the potential of some of
the new treatments poised to launch.
Teva Pharmaceutical was another top contributor. Completion
of the company’s financing for the acquisition of Allergan’s
generic drug business helped lift an overhang from the stock
during the quarter. We believe the deal will be an accretive
acquisition for Teva, which will realize significant synergies from
the combination. The deal will also make Teva the largest
generic drug company in the world, in an industry in which scale
and efficiency are particularly important.

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

Outlook
From a 10,000-foot view, the backdrop for the health care
sector remains positive. We continue to see accelerated
innovation among biotech and pharmaceutical companies,
which is leading to new therapies for a number of high, unmet
medical needs. The fact that 2015 saw the highest number of
novel drugs approved by the FDA in 19 years is a testament to
that innovation. We look forward to the launch of some of these
drugs in 2016.
Merger and acquisition activity also remains high and we would
expect that trend to continue, though future deals could be
more driven by larger companies looking to replenish drug
pipelines with innovative therapies, rather than making
acquisitions for tax savings. We believe strong balance sheets
and strong cash flow generation at some of the largest biotech
and pharmaceutical companies position them to be acquirers in
the coming months.
While the backdrop remains constructive, there are also a few
issues that could weigh on the sector next year. Biosimilars will

pose a challenge to revenue streams for select companies,
which will bear monitoring on a case-by-case basis. So far,
however, uptake has been slower than expected.
In an election year, we would also expect political rhetoric
around drug prices to continue, and this will be a source of
volatility. However, while politicians often draw attention to drug
prices, free-market forces have always won out as the
determinant of pricing in the United States, and we believe this
trend will continue. Given the political climate, we expect
companies to self-regulate and avoid taking aggressive price
increases on newly acquired drugs. This does not change our
view of our own biotech or pharmaceutical holdings, as we have
expected a more moderate pricing environment for some time.
We expect companies with truly innovative therapies will drive
growth primarily through volume, not aggressive price
increases. Companies with high-priced therapies facing
incremental competition, or companies launching new drugs
that lack clear differentiation, may suffer. In our view, this type
of environment underlies the importance of stock selection, and
understanding the science behind each new therapy.
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Top Contributors and Detractors for the Quarter Ended 12/31/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Dyax Corp

1.36

0.83

Valeant Pharmaceuticals International
Inc

1.81

-1.19

Amgen Inc

3.98

0.65

Chimerix Inc

0.22

-0.74

Teva Pharmaceutical Industries Ltd
(ADR)

2.78

0.42

Zafgen Inc

0.00

-0.44

Bristol-Myers Squibb Co

2.46

0.38

Sanofi

2.49

-0.27

Achillion Pharmaceuticals Inc

0.93

0.36

Clovis Oncology Inc

0.00

-0.27

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

Dyax Corp.: 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 acuteuse treatment, Kalbitor, and finally collect royalties on a
portfolio of antibody therapeutics.

Valeant Pharmaceuticals: Valeant Pharmaceuticals is a
multinational specialty pharmaceutical company that
develops, manufactures and markets a range of
pharmaceutical products. We believe management has
transformed the specialty pharmaceutical company by
improving margins, incentives and the company’s growth
profile. Valeant has a strong and growing presence in key
emerging markets, including Latin America, Asia, and
Eastern Europe, and it has demonstrated an ability to make
value-enhancing acquisitions.

Amgen: We like the potential of many drugs in the biotech
company’s pipeline. Amgen plans to launch more new drugs
in the next three years than in its entire 25-year history.
While launching these drugs, they will be going through a
major restructuring, cutting operating expenses and head
count. While growing revenues and launching multiple
products, management still expects to cut substantial
operating expenses, resulting in double-digit EPS growth
over the next several years. We also like the company’s
expansion, focusing on Japan and emerging markets.
Teva Pharmaceutical: The global pharmaceutical company
develops, manufactures and markets generic and branded
pharmaceuticals as well as active pharmaceutical
ingredients. We believe a new CEO is creating value through
streamlining operations, deploying capital more effectively
and increasing credibility and sentiment with the market.
After a period of poor capital allocation, lack of cost controls
and a dysfunctional board of directors, Teva’s potential for
positive change appears high, in our view. Recent
acquisitions have positioned Teva as the largest generic
pharmaceutical company in the world and we think the scale
and efficiency gained from these acquisitions could be an

Chimerix: We liked the company for its Brincidofovir
treatment, which aims to prevent certain infections after
stem-cell transplants. However, after disappointing initial trial
results we are reassessing the drug’s potential.
Zafgen: We sold the position after disappointing trial results
for a treatment addressing severe obesity-related conditions.
Sanofi: We like changes the new management team is
making at Sanofi and believe that improving accountability
and responsibility in different business lines will help the
company compete more effectively on a number of fronts.
We also like the potential of some of Sanofi’s new
treatments including Praluent for cholesterol, Toujeo for
diabetes and Aubagio for multiple sclerosis.
Clovis Oncology: The biotechnology company is focused
on acquiring, developing and commercializing innovative anticancer agents for specific subsets of cancer populations.
We sold the position after some disappointing trial results for
the company.
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Top Contributors (continued)
important advantage for Teva going forward.
Bristol-Myers Squibb: We like the potential of the
company’s immuno-oncology franchise, headlined by Opdivo,
which is proving effective in treating an expanding number
of different cancers. We also believe the company’s focus on
selling “super-premium” products to the developed world
positions it better than many other
pharmaceutical companies.
Achillion Pharmaceuticals: The biotechnology company
discovers and develops solutions for infectious diseases,
such as HIV, hepatitis and resistant bacterial infections. We
remain attracted to the company for the potential of new
hepatitis C therapies they are producing in partnership with
Johnson and Johnson. We also like the potential of a few
other treatments under development addressing various
orphan diseases.

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 12/31/15 the top ten portfolio holdings of Janus Global Life Sciences Fund are: Amgen Inc (3.83%), AbbVie Inc (3.10%), Celgene Corp (2.74%), Allergan
PLC (2.73%), Teva Pharmaceutical Industries Ltd (ADR) (2.67%), Aetna Inc (2.47%), Sanofi (2.39%), Bristol-Myers Squibb Co (2.36%), Boston Scientific Corp
(2.32%) and Eli Lilly & Co (2.31%). There are no assurances that any Janus portfolio currently holds these securities or other securities mentioned in this
commentary.
The opinions are as of 12/31/15 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.
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
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