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Investment Environment
Global health care stocks fell during the quarter, pressured, in part, by the same forces
that drove broader equities indices lower in the period. The concerns of slowing growth
in China that had weighed on that country’s stocks since mid-summer finally reached
developed markets in August as investors gauged the impact that slowing Chinese
growth would have on the global economy. The ensuing equity sell-off was broad based,
impacting most sectors regardless of their connection to emerging markets or business
fundamentals. During the period, the health care sector, as measured by the MSCI World
Health Care Index, underperformed broader global indices. While all subsectors
generated negative returns, biotechnology and health care facilities weighed most on
the index. Health care supplies and health care services were down the least. Some of
health care’s strongest performers over the past several quarters, particularly
biotechnology names and specialty pharmaceuticals, gave back a certain amount of their
recent gains on account of headline risks emanating from politicians taking issue with
purported aggressive price increases by a few industry players.

Performance Discussion
The Fund underperformed 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
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.
On a subsector basis, pharmaceuticals were the largest relative detractor from
performance. While underweight to pharmaceuticals in general, we have significant
exposure to the specialty pharmaceuticals segment that was negatively impacted by the
political discourse during the latter part of the period. Also weighing on relative
performance was our overweight in biotechnology, with our stock selection in that
segment also detracting, but to a lesser degree.
The quarter’s leading detractor was Mallinckrodt, which was caught up in the downdraft
that affected much of the specialty pharmaceuticals segment. The stock was also
impacted by a poorly received earnings report during the period and disappointing sales
results from recently acquired drugs. While we were disappointed in the recent earnings
results, we believe that the concerns highlighted during the quarter are more than priced
into the stock at the current low valuation multiples.
Another detractor, Biogen, which had been a strong contributor to performance earlier in
the year, was also impacted by disappointing earnings. Growth for Tecfidera, one of its
multiple sclerosis therapies, slowed significantly during the quarter. This surprised the
market given recent strong sales results. Meanwhile, Biogen’s promising Alzheimer’s
therapy is advancing into pivotal trials, but the data are still several years away, so won’t
provide a near-term catalyst. Cognizant of these headwinds, management has supported
the stock by aggressively repurchasing shares during the quarter. We believe the
shareholder base has been shifting to more value-oriented investors, which could
provide some support at current valuations.
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Executive Summary
• Quarterly returns for the health
care sector were negative,
underperforming the broader
market.
• The Fund underperformed its
primary and secondary
benchmarks, with our
pharmaceuticals and
biotechnology holdings
detracting the most.
• Managed health care and
health care technology
contributed the most to relative
results.
• We believe that politicians’
comments on drug prices do
not present a material threat to
the sector’s prospects.
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OvaScience, a biotechnology company concentrating on
reproductive health, also weighed on performance. Financial
results were disappointing as the rollout of its Augment product
missed expectations. This treatment is aimed at improving the
success rate of in vitro fertilization. The delays in uptake are
partly attributable to several of the company’s in vitro
fertilization customers participating in industry consolidation.
While management credibility has been hurt by the recent
underperformance of Augment, we still see promise for a new
therapy under development called OvaPrime, which aims to aid
women who are unable to produce fertilizable eggs on their
own. We believe we could see proof of concept data for
OvaPrime in 2016.
Two subsectors that contributed to relative performance were
managed health care and health care technology. Despite the
weakness in biotechnology as a whole, three of our leading
contributors for the period were components of that subsector.
Leading contributor Anacor provides an example of how our
research team’s statistical analysis of a treatment’s viability can

lead to superior security selection. Our analysis indicated that
the company’s atopic dermatitis (eczema) treatment had a high
probability of success in clinical trials. Despite the pullback in
the biotech sector, Anacor was a strong performer when the
company’s phase 3 trials reported a positive outcome.
Receptos, another top performer, was the beneficiary of an
acquisition during the quarter. The maker of a potential best-inclass treatment for both multiple sclerosis and irritable bowel
syndrome was purchased by Celgene for over $7 billion during
the quarter.
France’s DBV Technologies was another strong performer
during the quarter, as the market began to realize the potential
for their technology to address food allergies, especially the
large market of children affected by peanut allergies. During the
quarter, a rival presented data which fell short of expectations,
increasing the relative excitement for DBV. The company also
successfully raised additional funds during the period, bringing
in a new group of investors.

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

Outlook
The weak performance of specialty pharmaceuticals and
biotechnology stocks during the quarter put a pause in the
recent rally of these subsectors, but we believe it hasn’t
changed the solid fundamentals underpinning many of these
companies. We favor specialty pharmaceutical companies for
their rapid growth, track record of accretive acquisitions, and
management’s prudent allocation of capital which utilizes
structural tax advantages to drive shareholder value.
Still, we are mindful of some very real headwinds that the
broader health care sector faces. Regulators are scrutinizing
additional consolidation in subsectors like managed care. The
initial lift that health care providers got during the first two years
of enrollment under the Affordable Care Act is largely behind
us. Finally, the attention paid to drug pricing by politicians may
force management teams to move more cautiously on such
strategies, thus removing a tool for growing revenue. While we

believe that much of this is political noise rather than actionable
policy, we recognize that the election is still a year away and
such rhetoric may remain an overhang for some time.
We have not changed our views on the sector or the portfolio
construction. We are seeing volatility and some indiscriminate
selling, especially among small biotechnology companies, and
this may continue. But we remain confident that the market is
overreacting to concerns about price pressure for the sector
and for many of our holdings. In some cases, we are using
volatile markets to adjust our holdings based on the relative
risk/reward, but with the broad sell-off we don’t anticipate
major changes.
Going forward, we continue to see many positive fundamental
drivers for the sector, including an acceleration of innovation
and a new wave of therapies addressing unmet medical needs.
Given the quarter’s pullback in prices, our positive view of the
sector has only been reinforced.
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Top Contributors and Detractors for the Quarter Ended 9/30/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Anacor Pharmaceuticals Inc

1.10

0.74

Mallinckrodt PLC

1.10

-0.83

athenahealth Inc

1.49

0.22

Biogen Inc

2.44

-0.82

Receptos Inc

0.00

0.22

OvaScience Inc

0.32

-0.68

DBV Technologies SA (ADR)

1.15

0.19

Horizon Pharma Plc

0.63

-0.58

ACADIA Pharmaceuticals Inc

0.00

0.11

AbbVie Inc

2.86

-0.54

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

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.

Mallinckrodt: The pharmaceutical company was spun out
from Covidien. We believe the management team at
Mallinckrodt will continue to reduce costs and improve the
management of its existing assets. We also like the potential
for some of the company’s treatments including Ofirmev, an
acetaminophen injection the company obtained as part of an
acquisition, and also Xartemis, an extended-release, abusedeterrent pain treatment.

Athenahealth: Athenahealth provides cloud-based business
services for physician practices and is poised for dramatic
growth over the next several years, in our view. We think its
products have the potential to remove significant inefficiency
from the health care system. Additionally, we believe the
company’s ability to exchange information and help
physicians navigate complex changes to the regulatory
landscape will add meaningfully to its sales.
Receptos: Receptos produces one of the most promising
therapies for irritable bowel disease and multiple sclerosis.
The company was acquired by Celgene during the quarter.
DBV Technologies: The company has developed a skin
patch aimed at desensitizing children afflicted with peanut
allergies, allowing them to tolerate higher levels of exposure
to allergy sources without triggering anaphylaxis. We are
optimistic about upcoming trials data for this potential
breakthrough therapy. We are attracted to the size of the
food allergy market and management’s strategy to use their
platform to roll out therapies addressing other serious
food allergies.

Biogen: The biotechnology company develops therapies
focusing on neurology, immunology and hematologic
diseases. We believe Biogen has a dominant position in the
$15 billion multiple sclerosis market, with leading therapies
in all three categories of treatment (oral, injectable and the
high efficacy segment). The company has a significant
product launch underway for its oral multiple sclerosis drug,
Tecfidera, and two upcoming launches in the long-acting
hemophilia market. We believe the company’s multiple
sclerosis franchise and other pipeline products can drive
strong long-term growth. We also consider management to
be strong allocators of capital, and appreciate their history of
accessing innovative products through in-license deals and
buying back shares at opportune times.
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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Top Contributors (continued)

Top Detractors (continued)

ACADIA Pharmaceuticals: ACADIA is a biotechnology
company focusing on neurological diseases. The company’s
lead program addresses Parkinson’s psychosis (PDP), which
has recently been filed for approval at the FDA, and
Alzheimer’s psychosis in earlier stage studies. We see the
potential for optionality in the company’s stock, given the
large market potential of the Parkinson’s indication along
with potential for use in Alzheimer’s and other
psychiatric conditions.

Horizon Pharma: Horizon is a specialty biopharmaceuticals
company focusing on primary care, orphan, and specialty
drug classes. We like the fact that the company has
undergone a meaningful transformation over the past two
years, which has positioned it well for future growth. The
management team has an extensive knowledge of core
products and end markets. They have proven to be efficient
allocators of capital and have their incentives aligned with
those of shareholders.
AbbVie: The research-based pharmaceutical company
produces drugs for specialty therapeutic areas such as
immunology, chronic kidney disease, hepatitis C, women's
health, oncology and neuroscience. We like AbbVie for its
continued strong growth driven by Humira and other
marketed products, and for its underappreciated late-stage
development pipeline. We are also excited about the
potential for Imbruvica, a cancer treatment for various types
of leukemia that AbbVie acquired from Pharmacyclics.
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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 9/30/15 the top ten portfolio holdings of Janus Global Life Sciences Fund are: Amgen Inc (3.47%), AbbVie Inc (2.72%), Sanofi (2.67%), Valeant
Pharmaceuticals International Inc (2.53%), Johnson & Johnson (2.47%), Celgene Corp (2.44%), Aetna Inc (2.40%), Allergan plc (2.33%), Biogen Inc (2.33%) and
Teva Pharmaceutical Industries Ltd (ADR) (2.29%). There are no assurances that any Janus portfolio currently holds these securities or other securities mentioned
in this commentary.
The opinions are as of 9/30/15 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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