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Investment Environment
It may be a new calendar year, but we find ourselves writing almost exactly what we
wrote two quarters ago, back in 2015. As Yogi Berra would say, “It's like deja-vu all over
again.” So, what’s the same? Well, it was another crazy-volatile, topsy-turvy quarter. One
that for a while looked fairly bleak, but ultimately ended well. If you’ve been unplugged
from the markets and are just now taking a look at results for the quarter, you’re likely
thinking the roughly 5% gain in the real estate sector suggests a very positive and fairly
straightforward three months. Better think again, at least on the latter point. The sector,
along with the broader market, actually tumbled into the new year, bouncing downward
until settling at its low for the quarter in mid-February, down nearly 10%. But it didn’t
stay there long, setting off on a rapid ascent for the balance of the quarter, culminating
in a 15% swing. That’s volatility!
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We’re not going to dwell on the cause for the violent turn upward because it’s frankly a
subject we’re quite weary of discussing – and we suspect you’re very tired of hearing
about. That’s right, it was yet another dovish pronouncement from the U.S. Federal
Reserve (Fed) that turned the tide. Surprise, surprise, global equity markets start to look
a little dicey and a central bank steps in to sound the all clear. Fed backers call it a
prudent strategy of data-dependence. Skeptics are more apt to dub it the Yellen put, or
just plain moving the goal posts (mind you, the same thing is going on in Europe and
Japan). Count us in the skeptics’ camp. As we’ve said on multiple occasions, at some
point the economy has to stand on its own two feet, and our view remains that the
severity of the unintended consequences that will inevitably arise from this protracted
period of zero (or near zero … or negative) interest rates only increases the longer these
policies are kept in place.

• The Fund underperformed its
benchmark during the period.

Selfishly, we’re particularly interested in seeing some sort of normalization, as we don’t
think markets focused myopically on rates provide a favorable backdrop for stock
picking. It’s just more of the risk-on/risk-off trade that seems to have prevailed for at
least the last year. Here’s hoping that we don’t feel obliged to discuss any central banks
in next quarter’s commentary.

Performance Discussion
The Fund underperformed its benchmark, the FTSE EPRA/NAREIT Global Index, during
the period. On a country basis, the Fund’s out-of-benchmark allocation to Cyprus
weighed on performance, although the country contributed to relative performance due
to positive stock selection. An overweight to India detracted from relative results, as did
an underweight to France. Our underweight – ending the period with a zero weighting –
to China aided relative performance. An underweight to Hong Kong and overweight to
Germany also boosted relative results. On an absolute performance basis, out-ofbenchmark leisure facilities and real estate development were the two worst-performing
subsectors within the portfolio. Strongly outperforming other subsectors were diversified
metals and mining along with casinos and gaming, both of which are out-of-benchmark.
Relative to the benchmark, the Fund’s holdings in real estate services and diversified real
estate activity weighed most on relative returns. Relative contributors were led by real
estate operating companies and residential REITs, both on account of stock selection.
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Executive Summary
• Global financial markets were
volatile during the quarter, but a
rally in the second half resulted
in gains for the real estate
sector.

• We expect the defensive nature
of our holdings are well
positioned to withstand
continued market choppiness.
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For detailed performance information or to download a Fact Sheet, please visit www.janus.com/funds

Outlook
It’s hard to believe, and more than a little frustrating, that eight
years on from the financial crisis we’re still looking at a global
economy that can’t seem to find its footing. Even worse,
markets still appear stuck hanging on every last word out of
central banks, ready to plummet on any hint of even the
slightest closing of the liquidity valve. Are things so tenuous that
we still need rates at, or near, zero? Do we really understand
the potential ramifications of negative rates in Japan and much
of Europe? The Bank of Japan certainly seemed to be taken off
guard when the yen strengthened after they took
rates negative.
Given these concerns, it’s probably not surprising that we find it
hard to envision an end to the debt woes, currency volatility, and
policy missteps that we see as major impediments to hitting the

escape velocity needed to spur a lasting global recovery. Which
brings us back to another, more positive, issue that we’ve been
harping on in these commentaries over the last several years:
Our ability to take comfort in the fact that we invest in a sector
with clear defensive qualities – long-term leases, transparent
cash flows, conservative leverage, inflation hedging, etc. Our
base case continues to be that the investment environment will
remain choppy and challenging, and that short-term market
moves will likely be dictated by country-specific and policydriven issues. Longer term, we’re more bullish, convinced that
factors ranging from demographic trends and investment
objectives to growth prospects and an ongoing favorable supplydemand equation in many markets will over time generate solid
returns for what is rapidly becoming a more mature and
innovative asset class.

Top Contributors and Detractors for the Quarter Ended 3/31/16
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Astro Japan Property Group

1.59

0.38

NorthStar Realty Finance Corp.

1.57

-0.38

Invincible Investment Corp

1.74

0.36

Kennedy-Wilson Holdings Inc

3.97

-0.32

Kenedix Retail REIT Corp

2.22

0.33

Hang Lung Properties Ltd

1.59

-0.28

Aroundtown Property Holdings PLC

3.91

0.31

ClubCorp Holdings Inc

0.73

-0.20

ADO Properties SA

1.89

0.30

St Joe Co

2.49

-0.16

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

Astro Japan Property: Astro provides an unconventional
way to invest in Japan via an investment vehicle that is
domiciled in Australia. Our analysis suggests that the stock
trades at a significant discount to net asset value (NAV), and
we expect the 5% dividend yield to materially increase as
debt is renegotiated at lower interest rates. Astro’s
properties are mostly in the greater Tokyo area, where we
see growing demand for commercial property.

NorthStar Realty: NorthStar is a U.S.-based REIT involved
in real estate lending/private equity and the ownership of
commercial properties, the bulk of which are health care
facilities, hotels or manufactured housing communities. We
believe the company has been overly punished for the
external management structure that resulted from the recent
spin-off of its asset management group, and we are pleased
that a strategic review is underway to determine how to
close the significant discount to net asset value reflected in
the current stock price.

Invincible Investment Corp.: Invincible is the owner of
hotel and apartment assets in Japan. We think the company
should continue to outperform given its significant exposure
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Top Contributors (continued)

Top Detractors (continued)

to lodging, which currently boasts the best organic growth of
any property type in Japan. In addition, Invincible has an
attractive yield and one of the deepest pipelines for
acquisitions of any Japanese REIT.

Kennedy-Wilson Holdings: This California-based real
estate private equity firm has, in our opinion, proved an
astute buyer of commercial real estate, which has allowed it
to significantly grow its assets under management in recent
years. We believe it continues to execute well in its home
market of California, where it’s active in the multifamily and
office sectors, and we continue to like the company even
after the spin-out of its European business (KWE).

Kenedix Retail REIT: This Japanese REIT is set up well to
outperform given a strong acquisition pipeline and an
attractive cost of capital. Catalysts could include more
acquisitions, a credit upgrade, and/or getting added to the
EPRA NAREIT index. The company’s dividend yield remains
well above the JREIT average, which we believe is largely
due to its small size, lack of track record, and investor
skepticism surrounding its neighborhood retail property
type. While it might take some time, we’re confident that
Kenedix will continue to rerate on the back of better growth
from acquisitions.
Aroundtown Property: Aroundtown is a specialist real
estate company that invests in value-add, income-generating
properties, primarily in Germany. We believe it has a proven
business model predicated on operational excellence, offmarket acquisitions, and a focus on high-barrier-to-entry
markets. We also like its conservative financial profile, and
view it as a defensive investment opportunity that provides
direct exposure to both an existing portfolio with strong cash
flow and a compelling acquisition pipeline.
ADO Properties: ADO is a large owner of rental apartments
in Berlin. As such, we expect it to benefit from a lack of new
residential supply coupled with positive net migration. ADO’s
portfolio is predominately high-quality units located in prime,
city-center locations, and we anticipate its growth will be
fueled by strategic redevelopment opportunities and one-off
acquisitions at prices well below replacement cost.

Hang Lung Properties: Hang Lung is a top holding that
has been particularly volatile over the last two years,
meaning it has been discussed in numerous commentaries.
The company’s prospects remain closely tied to growth in
domestic consumption in China, which we should point out is
one of the top priorities of the most recent five-year plan
produced by the central government. We haven’t wavered
from our core thesis that a first-mover advantage in premium
shopping mall development in second-tier cities in China will
allow this Hong Kong-based residential developer and
commercial property landlord to create significant value over
the next decade. Initial yields on recent openings have been
disappointing, and the ramp in competitive supply has been
more rapid and robust than anticipated, but we believe the
company’s strategic city-center locations, operating
expertise and strong balance sheet will allow it to ride out
the short-term choppiness and ultimately deliver
outsized returns.
ClubCorp Holdings: ClubCorp is one of the largest owners
and managers of private golf, business, and sports/alumni
clubs in North America. We believe the company has
executed well on acquisitions, and think the opportunities for
further external growth are abundant, as the ownership of
private golf clubs remains very fragmented and there are
very few large owners. Nearly half the company’s revenues
come from recurring membership dues; it serves the “mass
affluent” demographic, which tends to be more resilient; and
it has a good track record when it comes to improving
profitability at its acquired properties.
St. Joe Corp.: This real estate development company, which
owns approximately 180,000 acres in Northwest Florida,
has been restructuring operations to help maximize the
value of its land holdings. We believe the current book value
understates the actual value of that land, and we think that
view gained significant traction this past year with the
company completing a major sale of non-coastal acreage at
what we consider attractive pricing. St. Joe has
approximately $700 million of cash on its balance sheet, and
a land bank that we believe is poised to generate attractive
returns as regional economic growth picks up.
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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 Real Estate Fund are: Kennedy-Wilson Holdings Inc (3.69%), Simon Property Group Inc (3.66%),
Aroundtown Property Holdings PLC (3.63%), American Tower Corp (3.24%), Chatham Lodging Trust (3.02%), Kennedy Wilson Europe Real Estate PLC (2.80%),
St Joe Co (2.32%), CapitaLand Ltd (2.09%), Kenedix Retail REIT Corp (2.06%) and New Home Co Inc (1.92%). 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.
Real Estate Investment Trusts (REITs) may be subject to additional risks, including interest rate, management, tax, economic, environmental and
concentration risks.
Investments in derivatives can be highly volatile and involve additional risks than if the underlying securities were held directly. Such risks include
gains or losses which, as a result of leverage, can be substantially greater than the derivatives’ original cost. There is also a possibility that
derivatives may not perform as intended, which can reduce opportunity for gain or result in losses by offsetting positive returns in other securities.
FTSE EPRA/NAREIT Global Index is a global market capitalization weighted index composed of listed real estate securities in the North American, European,
Asian and South American real estate markets including both developed and emerging markets.
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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