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Janus Global Real Estate Fund

Investment Environment
Real estate proved one of the darlings of the public markets in the fourth quarter of
2014, climbing over 7% in the three-month period and pushing the sector’s gains to
nearly 15% for the calendar year. After a disappointing 2013, it was nice to see real
estate outpace the broader market. What wasn’t so nice is that the strong move in the
sector seems in hindsight to have been less about valuation and fundamental analysis
and more about a macro trade tied to the outlook for interest rates. Remember, coming
into 2014 the consensus view, at least in the U.S., was that rates were going up.
Precisely the opposite happened, real estate was clearly a beneficiary, and – surprise,
surprise – U.S. REITs led the charge higher (up over 14% in the fourth quarter alone).
Things weren’t as rosy for real estate in other geographies, particularly in emerging
markets where the strong U.S. dollar weighed heavily. In the fourth quarter, the listed real
estate sector plunged in the United Arab Emirates, Brazil, and Mexico by 28%, 19% and
8%, respectively. The risk-on/risk-off trade was back with a vengeance; again, not the
ideal environment for those of us who are first and foremost stock pickers. So for us, the
story of the fourth quarter was the flight-to-safety trade. And the biggest beneficiaries of
that trade were, as they usually are, the large-cap U.S. REITs. The Fund was not well
positioned for this trade, as our bottom-up, research-driven investment process had us
uncovering what we viewed to be better opportunities elsewhere. The silver lining - at
least we hope it’s a silver lining - is that the divergence in performance has, in our
opinion, made the valuations of many of our key holdings that were left behind that much
more attractive.

Performance Discussion
The Fund underperformed both its primary benchmark, the FTSE EPRA/NAREIT Global
Index, and also its secondary benchmark, the FTSE EPRA/NAREIT Developed Index.
Looking at our performance across different geographies, stock selection in the U.S.
was the largest detractor from relative performance in the quarter. Stock selection in
Canada was a large contributor to relative results.
Our geographic allocation contributed to relative performance. An overweight to the U.S.
and underweight to to the United Arab Emirates were the the largest contributors to
relative performance. While our geographic allocation was a contributor overall,
overweights to Mexico and Austria detracted from relative results.
In terms of returns by sector, the top detractors from the Fund’s absolute performance
included casino and gaming companies and also diversified real estate companies.
Notable contributors to the Fund’s performance were hotel and resort REITs and also
office REITs. Relative to the index, our underweights to health care REITs and residential
REITs detracted the most from relative performance. Meanwhile our diversified REIT and
hotel and resort REIT holdings contributed the most to our relative results.
For detailed performance information or to download a Fact Sheet, please visit
www.janus.com/funds
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Executive Summary
• REITs generally had a strong
quarter. The climb was driven
more by the outlook for interest
rates than underlying
fundamentals.
• The Fund underperformed its
benchmark during the quarter.
• The likelihood that rates will
remain low is good for real
estate assets in general, but the
market’s focus on interest rates
is not ideal for stock picking.
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Outlook
We have to turn to the late great Yogi Berra to describe how we
feel heading into 2015: "It's like déjà vu all over again." Here we
are at the start of another year, and the topic du jour is once
again interest rates. Will the Federal Reserve finally start hiking
rates? Does the European Central Bank (ECB) have the
necessary tools to actually execute on quantitative easing? Can
the Bank of Japan (BOJ) continue its aggressive monetary
easing? All difficult questions, and all sufficiently unclear to
make a wide range of answers plausible. This lack of clarity
breeds uncertainty, which should in turn lead to volatility. We
don’t mind volatility; in fact, we think it provides a constructive
backdrop for stock picking. What we do mind is the myopic

focus on rates, to the point where the moves in markets seem
almost entirely predicated on statements (or worse, the parsing
of statements) from the BOJ, the ECB, and, most particularly,
the Federal Reserve. Maybe we’re overly sensitive to this
because we invest in a rate-sensitive sector, or maybe it’s that
we see no end in sight - for what it’s worth, especially given
inflation targets are clearly proving increasingly elusive in the
developed world, we think the lower-for-longer rate
environment is likely to persist for longer than consensus
seems to be anticipating. This doesn’t bode well for stock
picking, but we believe it certainly bodes well for real estate.
Hard assets with predictable yields should remain very much in
demand.

Top Contributors and Detractors for the Quarter Ended 12/31/14
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Chatham Lodging Trust

3.89

0.93

Abengoa Yield PLC

0.34

-0.16

Pebblebrook Hotel Trust

1.58

0.34

Kennedy Wilson Europe Real Est.

2.64

-0.15

Simon Property Group, Inc.

2.64

0.32

Cyrela Commercial Properties S.A.
Empreendimentos e Participacoes

0.25

-0.15

Ventas, Inc.

1.85

0.31

LGI Homes, Inc.

0.48

-0.12

American Assets Trust, Inc.

0.87

0.28

Global Logistic Properties, Ltd.

0.73

-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

Chatham Lodging: Chatham is a U.S. REIT that was
launched in 2010 to invest in upscale extended-stay and
branded select-service hotels. In its brief existence, the
company has assembled what we consider a solid portfolio
of hotel properties, and its focus on select service, a sector
most of the hotel REITs shy away from, provides an
attractive growth opportunity, in our opinion. The stock was
buoyed earlier in the year by news of share purchases by
activist investors, one of whom floated an offer to buy the
company, and more recently by a large, strategic jointventure that greatly expanded and, in our view, enhanced its
portfolio.

Abengoa Yield: Abengoa Yield is a spin-off from its parent,
Spanish energy company Abengoa, and was formed to
capitalize on growing dividends from revenue generated by
Abengoa’s renewable-energy assets. We think the company
has considerable opportunity to increase its dividend yield as
it acquires more assets from its parent company, which is
planning to invest significantly in new energy projects in the
coming years, and also from third parties. Further, we believe
Abengoa’s electricity transmission assets generally offer
good risk-adjusted returns while its renewable generator
assets should remain in high demand as governments seek
to lower CO2 emissions.

Pebblebrook Hotel: Listed in late 2009 as a blind pool,
Pebblebrook has already grown into an approximately $4
billion hotel REIT. We have a high level of confidence in its
management team, and we think they’ve done an
exceptional job of acquiring and repositioning/upgrading

Kennedy Wilson Europe: Listed just this past February,
KWE has already grown its asset base in excess of $2
billion. Its core strategy is to acquire higher yielding property
and/or real estate debt in the UK and Ireland, and, more
recently, it has expanded its reach to Spain and Italy. We
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Top Contributors (continued)

Top Detractors (continued)

hotels in multiple U.S. markets. If, as we continue to believe,
the upcycle for the hotel industry has at least a year or two
left to run, Pebblebrook is very well positioned to continue
generating strong returns.

think the company’s ability to participate throughout the real
estate capital stack and its disciplined acquisition
underwriting will allow it to continue to uncover accretive
investment opportunities that will generate solid returns for
shareholders.

Simon Property Group: This owner of regional malls and
outlet centers is the largest of the U.S. REITs and a key
component of the global index. We believe the company has
top-of-the-line assets, relatively stable cash flows, a strong
balance sheet, and liquidity, which we think will make it a
less-volatile stock, even in the face of mounting concerns
over consumer spending and the health of its tenant base.
We also believe that this holds especially true now that the
company has successfully completed the spin-off of its
lower-quality properties (mostly Class B malls and strip
centers).
Ventas: We feel this health care REIT has one of the best
management teams in the REIT industry, given its history of
value creation. Since the percentage of the health care
property sector owned by publicly traded REITs is still
relatively small, we believe the long-term growth potential of
the company is substantial, especially given its track record
of successful acquisitions. Finally, we appreciate the
company’s above-average exposure to senior housing, which
we think should do well, given an improving housing market
that should make it easier for potential residents to sell their
homes and fund their move.
American Assets Trust: American Assets is a U.S. REIT
that owns and manages a high-quality portfolio of properties
concentrated in West Coast markets and Hawaii. Unlike
most U.S. REITs, the company doesn’t focus on a single
property sector; in fact, its assets range from office and retail
to multi-family and hotel. While this “lack of focus” is viewed
as a negative by many, we appreciate the company’s less
restrictive approach, which we think allows it to better
capitalize on opportunities in its core markets.

Cyrela Commercial Property: With high-quality assets
strategically situated in the most desirable submarkets of
Sao Paulo and Rio de Janeiro, as well as an enviable
pipeline of development opportunities in the retail, office and
industrial sectors, we believe Cyrela Commercial has the
potential to deliver outsize returns for a multiyear period. At
this juncture, execution risks stand out as the biggest
concern, as the company continues work on several
ambitious and complex development projects. That the
company has very little debt, a solid track record, and a
predictable income stream from its stabilized properties is a
plus and, in our opinion, significantly skews the risk/reward
equation in our favor.
LGI Homes: LGI Homes is a Texas-based homebuilder with
a different business model than most of the listed
homebuilders. LGI focuses on marketing to current
apartment renters within a 25-mile radius of its new
developments. Its marketing model is similar to the one
used in the timeshare industry; LGI builds units on
speculation and then markets them move-in ready. The
company only went public in November 2013, so we think
the stock is still in the discovery phase for the bulk of the
market. And we anticipate the market will like what it
discovers, especially as it relates to both business model and
valuation.
Global Logistic Properties: Singapore-based GLP is a
large owner and developer of warehouse and distribution
space, with the bulk of its holdings concentrated in mainland
China and Japan. The company has also recently expanded
into Brazil and the U.S. We think the company does an
excellent job on development, and we think its vast footprint
and relationships in China – a massive, under-penetrated
and fast-growing logistics market – provide an exceptional
growth opportunity. However, we remain concerned (as does
the market apparently) that the company is weighed down
by the complexity of its many joint ventures and funds
structure.
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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 12/31/14 the top ten portfolio holdings of Janus Global Real Estate Fund are: Chatham Lodging Trust (3.69%), Kennedy-Wilson Holdings, Inc. (3.02%),
Simon Property Group, Inc. (2.51%), Kennedy Wilson Europe Real Est. (2.50%), CapitaLand, Ltd. (2.07%), St. Joe Co. (2.03%), Hang Lung Properties, Ltd.
(1.92%), American Tower Corp. (1.91%), Ventas, Inc. (1.76%) and Atrium European Real Estate, Ltd. (1.69%). There are no assurances that any Janus portfolio
currently holds these securities or other securities mentioned in this commentary.
The opinions are as of 12/31/14 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 Capital International Limited. © Janus Capital International Limited.
Funds distributed by Janus Distributors LLC
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