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Janus Global Real Estate Fund

Investment Environment
Given the sector’s significant outperformance in 2014, it was our sense that
expectations were that real estate would languish a bit in the first quarter of the new
year. That's not what happened. To the contrary, the sector continued its winning ways,
finishing the quarter well ahead of the broader market and on pace for another year of
double-digit gains. Obviously it has only been three months, and a lot can change over
the balance of the year, but it’s interesting to see that many of the tailwinds providing a
constructive backdrop for real estate – easy monetary policies/low rates, improving debt
markets, abundant capital chasing assets, limited new construction – are still prevalent.
Couple that with a thirst for yield that appears as unquenchable as ever, and the sector
seems poised to remain in the catbird seat. Which of course makes us nervous.
To be fair, not all markets are basking in the glow of an asset-price flowering; in fact,
some are enduring deteriorating values. Take Brazil, for example, where rates are rising,
the economy is on the brink of slipping into recession, and real estate stocks are getting
clobbered. Or China, where it’s clear that in many cities there has been significant
overbuilding, and not just in residential (in many cases, there appears to be a supply glut
in office and retail as well). Again, as we’ve discussed in numerous past commentaries,
these wide variances by geography – and property sector – are a large part of the
appeal/advantage of being a global investor.

Performance Discussion
In the first quarter, the Fund underperformed its benchmark, the FTSE EN Global Index.
Differences in our geographic allocation relative to the benchmark detracted from
quarterly performance, with our overweight of Mexico and underweight of France having
the greatest impact. These negative effects were partially offset by our overweight in the
U.S. and our lack of holdings in the United Arab Emirates. Stock selection also detracted
from relative performance, driven largely by our investments in Hong Kong and Austria.
The Fund did record some positive attribution in the quarter from our stock selection in
Canada and the UK.
With regard to sectors, construction and engineering, along with diversified metals and
mining, registered the weakest performance for the quarter, while broadcasting and
renewable electricity posted the largest gains. Relative to the benchmark, real estate
operating companies and real estate development companies detracted the most from
performance; homebuilders and office REITs were relative contributors.
For detailed performance information or to download a Fact Sheet, please visit
www.janus.com/funds

Outlook
Clearly our performance could have been better in the quarter, especially given that we
increasingly appear to have had it right last quarter when we wrote that “we think the
lower-for-longer rate environment is likely to persist for longer than consensus seems to
be anticipating.” Yet, while we were likely correct to be skeptical of near-term rate hikes
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Executive Summary
• Global real estate markets
registered strong quarterly
performance, with European
stocks performing especially
well on the back of monetary
policy easing.
• The Fund underperformed its
benchmark, weighed down, in
part, by its underweight in
France and overweight in
Mexico.
• Contributing to performance
was our overweight to the U.S.
and stock selection in Canada.
• While valuations, especially in
Europe, may appear stretched,
given the low yields on
competing asset classes, real
estate remains attractive.
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in the U.S. – still the most important real estate market in the
listed space, accounting for over 40% of the global index – we
failed to anticipate how strongly European stock prices would
react to the well-telegraphed launch of quantitative easing on
the continent (many of the large-cap real estate companies
were up double digits in the quarter). Even with some additional
cap rate compression and stable-to-improving operating
fundamentals, we think most of the bellwether European
property companies screen expensive. The problem is that
when you compare the dividend yields of these same
companies to the yields being offered in the European
sovereign debt markets, they look like exceptional bargains (it’s
a bit of a crazy analysis when countries like Germany are

offering negative yields on their short- and intermediate-term
bonds). So the song remains the same: a race to the bottom for
several of the key global currencies, a Federal Reserve that
seems afraid to remove the training wheels, a forced move out
the risk spectrum for savers/investors, and continued assetprice inflation (at least in many important markets). This is not
to say that we’ve abandoned our belief that all of this
unprecedented money printing will have significant unintended
consequences, and likely not good ones, but we must
acknowledge once again that we’ve been saying this for a while
and until this low-rate, high-liquidity environment shows signs of
reversing, hard assets with predictable yields should remain
very much in demand.

Top Contributors and Detractors for the Quarter Ended 3/31/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Simon Property Group, Inc.

2.59

0.21

American Tower Corp.

2.70

-0.14

Brookfield Infrastructure Partners L.P.

1.37

0.18

CSI Properties, Ltd.

0.89

-0.12

Kennedy-Wilson Holdings, Inc.

4.00

0.16

Concentradora Fibra Hotelera Mexicana
S.A. de C.V.

0.74

-0.12

Countrywide PLC

1.15

0.16

Astro Japan Property Group

1.13

-0.11

New Home Co., Inc.

1.58

0.15

Lexington Realty Trust

1.37

-0.11

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

Simon Property Group: This owner of regional malls and
outlet centers is the largest of the U.S. REITs and the largest
component of the global index. We believe the company has
top-of-the-line assets; relatively stable cash flows; a strong
balance sheet; a disciplined external growth strategy that
extends overseas; and liquidity, which we think makes it the
go-to stock for generalist investors when they want to
increase their real estate allocations. Moreover,
fundamentals for Class A malls remain very strong, while
there are ongoing significant concerns about the health of
the B and C markets (this actually further benefits Simon
given it recently completed the spin-off of its lower-quality
properties – mostly Class B malls and strip centers).

American Tower REIT: American Tower owns wireless
communications and broadcast towers in the U.S. and
internationally. The company leases antenna sites on
multitenant towers to communications service providers for
mobile voice and data communications. We expect mobile
traffic growth and the rollout of 4G services to boost
wireless network spending, which, in turn, should spur
demand for tower tenancy, as well as additional towers. We
like that a large percentage of American Tower’s revenue is
generated internationally, where rapid growth in low-priced
Android smartphones should drive significant mobile data
and therefore tower demand.

Brookfield Infrastructure Partners: This master limited
partnership owns and operates utility businesses, transport
and energy businesses as well as timber assets globally. We
appreciate the low-risk nature of the company’s assets due
to take-or-pay contracts and regulated returns and their low
correlation to the broader market. We also like its

CSI Properties: CSI is a Hong Kong landlord and developer
that specializes in redeveloping underappreciated properties.
We especially like the company’s nimble approach and
unique ability to execute on projects with a wide range of
uses, including office, retail, hotel and residential. We remain
enthused based on an attractive pipeline of near-complete
and pending projects, and management’s strong track record
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Top Contributors (continued)

Top Detractors (continued)

management team and incentive structure based on
dividend growth. Additionally, we feel Brookfield
Infrastructure Partners can grow its underlying free cash
flow through asset improvements and by taking advantage
of attractively priced properties in Europe.

of creating value with its redevelopments.

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. But perhaps more exciting, at least from our
perspective, is its fast-growing European business, where it
has leveraged institutional capital to make what we view as
some very strategic purchases of well-located properties
and distressed debt backed by solid sponsors. More recently,
the company successfully completed the listing in London of
a separate vehicle, Kennedy-Wilson Europe (KWE), that will
hold its European investments; Kennedy-Wilson owns
approximately 15% of KWE and serves as its external
manager.
Countrywide Plc: Countrywide is the largest estate agent
(residential real estate broker) in the UK. The company went
public in March, and we participated in the offering, attracted
by what we considered a compelling valuation for a company
uniquely positioned to benefit from any sort of recovery in a
very depressed UK housing market. We think there are now
clear signs of improvement in the housing market, which
should lead to higher transaction volumes, and, in turn,
should result in increased revenues for Countrywide. Given
how well the business model scales, we anticipate the bulk
of these additional revenues flowing through to the bottom
line and boosting earnings.

Concentradora Fibra Hotelera Mexicana SA: Introduced
in 2011, the FIBRA is essentially the Mexican version of an
REIT. Because there is a tax advantage for a property
owner to sell to a FIBRA and receive shares (all upside in
the shares after the sale are tax free for the seller), it is
logical that FIBRAs will wind up being consolidators of
commercial property in Mexico. Fibra Hotelera has already
started that process in the hotel sector, and we like both its
acquisitions to date and the large size of its potential deal
pipeline. We also believe that Mexican commercial property
is still some of the cheapest in our global investment
universe.
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.
Lexington Corp Properties: Lexington is a triple-net REIT,
meaning it doesn’t operate any of its properties. The bulk of
its portfolio is comprised of single-tenant office, retail and
industrial buildings scattered throughout the U.S. We added
Lexington to the portfolio in 2010, based on the belief that
the market was missing the potential for earnings and
dividend growth from the company’s deleveraging process.
We think the company has so far delivered on this ongoing
process, and we still anticipate that the end result will be an
upward repricing by the market.

New Home Co Inc.: This recently listed, small-cap
homebuilder is largely focused on developing in in-fill
California markets (Orange County, Silicon Valley/San
Francisco and Sacramento). Its home prices typically range
from $300,000 to $400,000 in Sacramento, and up to $2
million plus in Orange County. The company also does feebased building for the Irvine Company, and it earns income
from several joint ventures it formed to make strategic land
acquisitions. We believe this is a very talented management
team, and it’s one that timed the last real estate cycle very
well.
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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 3/31/15 the top ten portfolio holdings of Janus Global Real Estate Fund are: Kennedy-Wilson Holdings, Inc. (3.75%), Chatham Lodging Trust (3.49%),
American Tower Corp. (2.53%), Simon Property Group, Inc. (2.43%), Kennedy Wilson Europe Real Est. (2.31%), St. Joe Co. (2.09%), CapitaLand, Ltd. (2.03%),
Hang Lung Properties, Ltd. (1.82%), Ventas, Inc. (1.65%) and New Home Co., Inc. (1.48%). There are no assurances that any Janus portfolio currently holds these
securities or other securities mentioned in this commentary.
The opinions are as of 3/31/15 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 and differing
financial and information reporting standards, all of which are magnified in emerging markets.
Investments in Real Estate Investment Trusts (REITs) may be subject to a higher degree of market risk because of concentration in a specific
industry, sector or geographic region. REITs may be subject to risks including, but not limited to: legal, political, liquidity, interest rate risks, a decline
in the value of real estate, risks related to general and economic conditions, changes in the value of the underlying property owned by the trust and
defaults by borrowers.
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.
FTSE EPRA/NAREIT Developed Index (formerly named FTSE EPRA/NAREIT Global Real Estate Index) is a global market capitalization weighted index
composed of listed real estate securities from developed market countries in North America, Europe, and Asia.
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
C-0315-87024 07-15-15

188-42-16677 04/15
Page 4 of 4

