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Janus Global Real Estate Fund

Investment Environment
Markets had an eventful three months, but we suspect that most investors will only
remember a single event that took place in the last week of the quarter: Brexit. As most
of you are aware, the victory for the "leave" camp caught most of the world by surprise,
as pundits, pollsters, and the rest of the supposedly "in-the-know" crowd had been
telling us for months that the UK would most certainly vote to stay in the European
Union (EU). Markets don't like surprises, and the sell-off was swift and steep. What had
been a good quarter for stock picking quickly reverted to yet another retreat into the low
volatility, defensive equities that have significantly outpaced the broader markets for
most of the last 12 months.
It seems almost a conditioned response at this point. Something makes the markets go
wobbly, and yields compress further, a reflection of investor confidence that no central
bank – the U.S. Federal Reserve (Fed), most importantly – would dare raise rates given
the increased volatility. We think investors have it right, and the Wall Street consensus
that we'd have higher rates – most were calling for at least two hikes in the U.S. this year
– is looking more and more wrong. As we've stated before, we think the Fed's credibility
is a concern, and suspect that they will have no problem continuing to move
the goalposts.
As expected, these heightened jitters did provide a fairly constructive backdrop for the
listed real estate sector, unless of course your properties were in the UK and/or EU
(both were hit hard). The U.S. REITs, in particular, got a boost, climbing nicely on the
heels of the Brexit vote. But the divergences remained pronounced, with the liquid, largecap REITs perceived to be the most defensive yet again leaving their seemingly less
desirable brethren in the dust. More of the same.

Performance Discussion
The Fund underperformed its benchmark, the FTSE EPRA/NAREIT Global Index, during
the period. On a country basis, the Fund’s overweights to the Netherlands, Mexico and
Cyprus detracted from relative returns. Stock selection within the U.S., the UK and
Canada also negatively impacted relative performance. Aiding results were the Fund’s
underweight positioning in France and China as well as an overweight to India. Also
contributing was our stock selection in the Netherlands, Hong Kong and Germany. On
an absolute basis, the lowest returning subsectors within the Fund were homebuilding,
real estate services and construction and engineering. The three highest gaining sectors
were health care REITs, real estate development and specialized REITs. Relative to the
benchmark, real estate services, homebuilding and health care REITs detracted, while
specialized REITs, real estate development and diversified real estate activity all were
relative contributors.
For detailed performance information or to download a Fact Sheet, please visit
www.janus.com/funds
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Executive Summary
• Global real estate stocks gained
during the quarter, slightly
outpacing returns in the broader
market.
• The Fund underperformed its
benchmark, with holdings in
real estate services and
homebuilding weighing on
relative results.
• We believe the market is
overpaying for “defensive”
names, ignoring the income
and valuation visibility of
companies that do not neatly fit
into the “defensive” category.
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Outlook
As mentioned in our investment environment discussion above,
the markets swung violently with the Brexit vote at the end of
the quarter. This was unfortunate, not just because it wiped out
a lot of value, but also, at least in our opinion, because it pushed
us back into the "flight-to-safety" trade, which we maintain has
been overdone. We too like low volatility, dividends and fortress
balance sheets, but we're also laser focused on valuation, and
we think in an increasing number of instances the market is
both overpaying for "defense" and misreading the risks
associated with equities that for one reason or another don't fit
neatly into the "safe" bucket.

participants; as a result, property values are reasonably
transparent and well understood. We have always tried to steer
clear of paying large premiums for assets, and we'd argue that
right now the listed markets are giving very large premiums to
certain companies holding "defensive" real estate. Too large, in
our opinion. Moreover, these premiums to net asset value come
at a time of record high prices and when we're clearly in the
latter stages of the real estate cycle. If the markets stay choppy,
which looks like a good bet, these premiums could persist, or
even expand. But, ultimately, we think valuation will prevail, and
we believe that we have constructed a portfolio that is very well
positioned for that moment.

Commercial real estate is a robust asset class, with a fairly
steady stream of pricing inputs from both public and private

Top Contributors and Detractors for the Quarter Ended 6/30/16
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

American Tower REIT

3.76

0.41

Kennedy Wilson Europe Real Estate Plc

2.24

-0.68

Armada Hoffler Properties Inc

2.03

0.40

Kennedy-Wilson Holdings Inc

3.69

-0.52

Lexington Realty Trust

2.20

0.37

New Home Co Inc

1.56

-0.45

Kenedix Retail REIT Corp

2.57

0.26

Invincible Investment Corp

1.43

-0.25

Equinix Inc

1.64

0.25

NorthStar Realty Finance Corp.

1.33

-0.15

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

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.

Kennedy Wilson Europe: Listed in 2014, KWE has already
substantially grown its asset base. 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 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 should
generate solid returns for shareholders.

Armada Hoffler Properties Inc.: Armada Hoffler is a smallcap, U.S. REIT focused on the mid-Atlantic and southeastern
states, with a significant percentage of its portfolio in

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
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Top Contributors (continued)

Top Detractors (continued)

Virginia Beach. The company invests in multiple property
sectors, but the bulk of its assets are grocery-anchored retail
centers. What's unique about the company is its construction
business, which provides both additional income and a good
source of potential acquisitions.

office sectors, and we continue to like the company even
after the spin-out of its European business (KWE).

Lexington Realty Trust: 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.
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.
Equinix Inc.: Equinix Inc. operates Internet Business
Exchange centers in several countries, where customers can
interconnect with Internet networks for their peering, transit,
and traffic exchange requirements. We believe that Equinix
stands to benefit from building momentum among enterprise
customers as they transition to cloud-based services. The
company continues to expand its interconnected offerings to
include additional end markets including electronic
payments and the Internet of Things (IoT). We expect the
company can grow revenues at a low double-digit rate over
the next several years as it gains market share.

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.
Invincible Investment Corp.: Invincible is the owner of
hotel and apartment assets in Japan. We think the company
has the potential to continue to outperform given its
significant exposure 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 JREIT.
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.
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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 6/30/16 the top ten portfolio holdings of Janus Global Real Estate Fund are: Aroundtown Property Holdings PLC (4.36%), Simon Property Group Inc
(3.82%), American Tower Corp (3.60%), Kennedy-Wilson Holdings Inc (3.54%), Chatham Lodging Trust (3.10%), Kenedix Retail REIT Corp (2.45%), St. Joe Corp.
(2.40%), Kennedy Wilson Europe Real Estate Plc (2.14%), CapitaLand Ltd (2.11%) and Lexington Realty Trust (2.10%). There are no assurances that any Janus
portfolio currently holds these securities or other securities mentioned in this commentary.
The opinions are as of 6/30/16 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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