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Investment Environment
Global health care stocks were down during the quarter and trailed broader global equity
indices. A number of near-term headwinds impacted the sector. Political rhetoric around
drug pricing, a few disappointing clinical trial results and slower than expected sales of
some newly launched drugs triggered outflows from the health care sector and a sharp
correction for biotechnology and pharmaceutical stocks in particular. Our views on those
issues are shared in our Outlook section.
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Performance Discussion
The Fund underperformed both its primary benchmark, the MSCI World Health Care
Index, and 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, our stock selection and overweight to the biotechnology sector
was the largest detractor from relative performance. Our holdings in the pharmaceuticals
sector also detracted from relative results. Within the biotechnology sector, our
overweight to small-cap biotechnology companies hurt performance. Smaller, early stage
biotech stocks sold off particularly hard during the quarter due to concerns about their
ability to raise further capital in a less exuberant environment. We still have high
conviction in the growth potential of these companies, however. Within the
pharmaceutical subsector, our overweight to specialty pharma hurt relative performance,
as those stocks fell much more sharply than large capitalization global pharmaceutical
companies, which were viewed as defensive holdings and generally held up better during
the sell-off.
Beyond those two larger themes, we also held a few stocks that produced disappointing
results that weighed on performance. Specialty pharmaceutical company Valeant
Pharmaceuticals was our largest detractor. The company suffered from a range of
concerns, including lowered financial guidance, a delay in filing financial statements, and
a potential technical default on the company’s debt. Given the rising uncertainty about
the company’s outlook, we exited the position during the quarter.
Endo International was another large detractor. Endo and other specialty pharmaceutical
companies have suffered from a change in industry sentiment stemming from Valeant’s
problems. However, Endo was also impacted by a few company-specific issues,
including pricing pressure in its generics business and concerns it may have overpaid for
a couple of acquisitions. While we would like to see the company improve its execution,
we still see upside for the stock, especially at its recent highly depressed valuation.
Aduro Biotech was another detractor. There was no company specific news impacting
Aduro during the quarter, but similar to other small-cap biotech companies, it sold off
sharply, especially after a strong performance last year. We continue to like the company
for its pipeline of immune activating agents which could have utility in multiple
cancer indications.
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Executive Summary
• Global health care stocks were
down during the quarter and
trailed broader global equity
indices.
• The Fund underperformed its
primary benchmark, due largely
to our holdings in the
biotechnology and specialty
pharmaceutical subsectors.
• We believe near-term
headwinds that have impacted
health care stocks are
transitory, and continue to be
encouraged by the long-term
growth potential from
accelerated innovation within
the sector.
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While disappointed with the performance of some of our
detractors, we were pleased by the results of other companies
in the portfolio. HCA Holdings was our largest contributor. The
stock was up after the hospital operator reported better-thanexpected fourth quarter earnings and 2016 guidance, and also
raised long-term growth expectations. We continue to like the
company and believe it will be a key beneficiary of Medicaid
coverage expansion.
Meda AB was another contributor. The stock was up after
Mylan made an all-cash proposal to acquire the company at a

significant premium and we sold the stock on gains after the
announcement. We liked some of the new products the
company was set to release, and also thought the company’s
size and European footprint made it a likely acquisition target.
Teleflex was another solid contributor. The stock rose after the
company reported better than expected earnings and a strong
outlook. We like the long-term growth potential of the medical
device company due to its exposure in attractive niche markets
and its history of using free cash flow to make
accretive acquisitions.

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

Outlook
We believe many of the issues that have negatively impacted
the sector will prove transitory. Drug prices are likely to continue
being a hot-button issue during an election year, but the U.S.
government has historically favored market mechanisms, rather
than regulation, to control drug prices, and we think this trend
will continue.
The disappointing clinical results and negative regulatory
decisions for a few drugs that added to negative sentiment this
quarter do not represent a change in the probability of success
for drug development going forward, in our view. In fact, 2015
saw the highest level of new FDA drug approvals in nearly 20
years, a testament to how drug companies and the FDA are
working closer than ever before to quickly bring innovative
drugs to patients.
One near-term headwind that will bear watching is how drug
payers impact the sales of some newly launched drugs.
Consolidation among drug payers and heightened attention to
drug prices has emboldened payers to delay access of drugs to
some subsets of patients. We believe the pendulum will
eventually swing the other way, especially for companies with
highly differentiated therapies addressing large unmet medical
needs. A recent Georgia law preventing insurers from limiting
coverage of immune oncology drugs for stage 4 cancer
patients may be a sign the tide is turning.
Each of these aforementioned headwinds dampened near-term
sentiment and contributed to a turn in the tide of asset flows
into the health care sector. To put this in perspective, consider
that the sector enjoyed inflows of $5 billion to $6 billion per
year in 2013 and 2014, and another $11 billion in the first half

of 2015. In the last five months of 2015 however, $6 billion
flowed out of the sector, and another $6 billion has flowed out
in early 2016. Going forward, we expect outflows to moderate
or reverse as we believe many momentum-driven investors may
have already exited the sector.
As these near-term issues subside, we expect fundamentals to
once again come to the forefront. For many companies, we
believe the underlying growth potential remains exciting.
Cheaper and faster genetic analysis should continue to help
companies identify the genetic causes of diseases and target
them more effectively, leading to promising therapies for many
diseases in the coming years.
New modalities of treatments continue to evolve. In the coming
years we expect to see new “gene therapies,” which replace
defective genes with functional copies, allowing the body to
correctly produce a missing or defective protein. Gene therapies
have the potential to cure diseases such as hemophilia, sickle
cell anemia, forms of blindness and numerous other genetic
diseases in the future. New options are also evolving to treat
cancer, including treatments that allow the body’s immune cells
to attack cancer cells by taking the brakes off the immune
system. In coming years, combinations of treatments could
deliver an accelerator to fight cancer more aggressively or add
a vaccine to help our immune systems recognize cancer cells.
Companies are in the early stages of applying these
innovations. As new treatments come to market, we believe
biotech and pharmaceutical companies offer some of the best
opportunities for growth investors. We believe the recent selloff offers a more compelling entry point to access many of
these innovative companies.
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Top Contributors and Detractors for the Quarter Ended 3/31/16
Top Contributors

Ending
Weight (%)

Ending
Weight (%)

Contribution (%)

HCA Holdings Inc

2.04

0.25

Valeant Pharmaceuticals International
Inc

0.00

-1.09

Meda AB

0.00

0.20

Endo International PLC

0.76

-0.73

Teleflex Inc

0.94

0.12

Aduro Biotech Inc

0.40

-0.56

Universal Health Services Inc

2.41

0.10

Regeneron Pharmaceuticals Inc

1.31

-0.52

Actelion Ltd

1.54

0.10

Anacor Pharmaceuticals Inc

0.59

-0.50

Contribution (%) Top Detractors

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

HCA: We like the hospital operator for its capital-light
strategy of driving volume through alternative sources such
as physician acquisitions, urgent care centers and
freestanding emergency rooms. We also believe its cost
structure is more efficient than most hospital companies and
will continue to produce operating leverage. Finally, we
believe hospital companies such as HCA will benefit from
expansion of Medicare coverage.

Valeant Pharmaceuticals: Valeant Pharmaceuticals is a
multinational specialty pharmaceutical company that
develops, manufactures and markets a range of
pharmaceutical products. We sold the position during the
quarter due to concerns about the company’s financial
controls, management turnover and operating model.
Additionally, the company has come under intense scrutiny
from several government agencies for its business practices,
which introduces additional business risk. Valeant is a highly
levered company as a result of the Salix acquisition and the
company’s ability to service its debt has been called
into question.

Meda AB: The specialty pharmaceutical company, which is
in the process of being acquired by Mylan, imports and
markets pharmaceuticals, nutritional, and health care
products, and offers services including clinical research,
registration and logistics. Meda's products are sold in the
Nordic countries and in the Baltic states on behalf of foreign
manufacturers. We have a positive view on Meda given its
strong position across important European markets and a
new management team that was making potentially positive
changes to the business. We sold the stock on gains after
the Mylan offer.
Teleflex: Teleflex sells consumable medical devices. Most of
these devices are niche items that do not compete with
products of large capitalization, diversified device
manufacturers. Although the company’s products are lowcost items, they tend to be products for which doctors have
a strong preference. We like that the company has
sustainable revenue growth potential with limited cyclical
exposure, significant margin expansion potential and a
strong management team with a track record of wisely
allocating the company’s free cash flow.
Universal Health Services: Universal Health owns a
number of acute care hospitals and inpatient behavioral

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.
Aduro Biotech: We like Aduro’s mix of three different
immune oncology platforms that are all designed to harness
the body’s immune system to fight cancer. The lead program
harnesses a live attenuated bacterial strain that targets
pancreatic cancer, but is also being explored in a range of
other tumor types. Aduro benefits from several large
pharmaceutical collaborations with companies like Novartis
and Johnson & Johnson to help them bring these
programs forward.
Regeneron Pharmaceuticals: We like the biotechnology
company for its Eylea drug, an advanced treatment for wet
age-related macular degeneration (AMD, a leading cause of
blindness in the elderly) and diabetic macular edema (DME,
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Top Contributors (continued)

Top Detractors (continued)

health facilities. We think the company is poised to benefit
from changes that allow for Medicaid reimbursement for
patients treated at free standing Institute for Mental Disease
(IMD) facilities such as those owned by Universal. We also
like the company for its low leverage levels relative to
its peers.

a common diabetic complication). We believe Regeneron
has a strong technology platform and an underappreciated
pipeline of novel antibody drug candidates, including a
recently launched therapy for cholesterol-lowering, a novel
therapy for more severe forms of eczema, and a rheumatoid
arthritis program. Regeneron’s development capabilities are
further enhanced by a broad partnership with Sanofi that
funds a large pipeline of antibodies through proof of concept
with joint global commercialization.

Actelion: The Switzerland-based biotechnology company’s
products are focused on the pulmonary arterial hypertension
(PAH) market. We believe Actelion can maintain and then
substantially grow its share of the PAH market over time,
which should lead to substantial operating leverage and
cash flow growth. Based on our expectations therapies in its
pipeline, we think Actelion could significantly increase its
sales and profits longer term.

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.
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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 Life Sciences Fund are: Allergan plc (3.79%), Amgen Inc (3.76%), AbbVie Inc (3.19%), Celgene
Corp (3.09%), Bristol-Myers Squibb Co (2.72%), Boston Scientific Corp (2.71%), Aetna Inc (2.67%), Teva Pharmaceutical Industries Ltd (ADR) (2.49%), Sanofi
(2.46%) and Universal Health Services Inc (2.38%). 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.
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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