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Janus Global Real Estate Fund

Investment Environment
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 -3% move in the real estate sector suggests a fairly
uneventful three months. Well, it didn’t exactly play out like that; in fact, the sector shot
up 3% in early July, then collapsed nearly 10%, only to recoup most of those losses and
finish the quarter down approximately 3%. Welcome back volatility! (And we would argue
that the performance of the index actually understates volatility, as many of our smallcap and China-exposed holdings experienced much more dramatic moves in
the quarter.)
So, why the choppiness? There were likely numerous reasons, but we would say the
primary culprit was the gang at the Federal Reserve (Fed), who yet again couldn’t
stomach raising rates, not even a measly 25 basis points. This time they pointed to a
slowing Chinese market and its potential ripple effects on the global economy as
reasons to hold their fire. Valid, of course, but our concern is that by constantly moving
the goal posts and veering from their stated mandate, the Fed is creating more
uncertainty and gradually eroding its credibility. At this pace – remember, we’ve had
seven years of zero interest rates – we may get through an entire business cycle without
a rate hike.
As expected, the real estate sector bounced on the lower-for-longer news, which
explains some of the volatility in the quarter, as the sector had sold off on expectations
of a hike. Now it seems we’re back in a “bad is good” environment, where markets react
positively to poor economic data because they know it will keep central banks from
taking their feet off the gas. Count us among those who are worried that at some point
in the near future bad will just be bad, and a sputtering global economy will no longer
prove a constructive backdrop for equities.

Performance Discussion
The Fund underperformed its benchmark, the FTSE EPRA/NAREIT Global Index, during
the period. Looking at our performance across different geographies, stock selection in
the U.S. and UK were the largest detractors from relative performance in the quarter.
However, stock selection in Germany and Mexico contributed to relative results.
Our geographic allocation contributed to relative performance. An underweight to China
and overweight to the U.S. were the largest contributors to relative performance, even if
stock selection in the U.S. was a detractor. While our geographic allocation was a
contributor overall, an overweight to Singapore and underweight to France detracted
from relative results.
In terms of returns by sector, notable detractors from the Fund’s performance included
diversified real estate companies and also hotel and resort REITs. The top contributors
to the Fund’s performance were residential REITs and health care REITs. Relative to the
index, the Fund got the most outperformance from its holdings in real estate
development and real estate operating companies. Meanwhile, our holdings in retail
REITs and the casino and gaming industry detracted from relative results.
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Executive Summary
• Volatility returned to real estate
markets in a big way during the
quarter.
• The Fund underperformed its
benchmark during the period.
• Going forward, we think
heightened volatility should
create a promising environment
for stock picking.
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For detailed performance information or to download a Fact Sheet, please visit www.janus.com/funds

Outlook
Relative to its index, the Fund continues to yo-yo, as this
quarter’s underperformance erased much of last quarter’s
outperformance. We suppose that to some degree these
disparate moves should be expected, given how different the
Fund tends to look from the index. That, however, doesn’t make
a difficult quarter like this one any less wrenching, and the
pickup in market volatility likely means more anxiety ahead. A
potential silver lining is that heightened volatility should create a
promising environment for stock picking, which is what has
made the Fund a long-term outperformer.

least in much of the developed world (where over 90% of our
capital is allocated). For us, that means a greater focus on
companies employing the following strategies: 1) Taking
advantage of the wall of money seeking a home in core real
estate to harvest gains and recycle capital; 2) Delivering
product through development in those markets where
development yields handily exceed acquisition cap rates; and 3)
Using today’s low rates and robust seller’s market to shore up
the balance sheet and prepare for the next downturn. At the top
of our portfolio you will find a range of companies doing
precisely these things, and we think they will continue to create
significant shareholder value as the real estate cycle plays out.

As we discussed last quarter, a more cautious approach seems
warranted as we navigate the seventh year of an upcycle, at

Top Contributors and Detractors for the Quarter Ended 9/30/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

St Joe Co

2.41

0.43

CapitaLand Ltd

1.66

-0.58

QTS Realty Trust Inc

0.72

0.25

Chatham Lodging Trust

2.90

-0.57

LGI Homes Inc

0.87

0.22

Las Vegas Sands Corp

2.34

-0.52

LEG Immobilien AG

1.19

0.20

Hang Lung Properties Ltd

1.62

-0.48

Simon Property Group Inc

3.08

0.20

New Home Co Inc

1.37

-0.42

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

St. Joe Co.: This real estate operating company is primarily
engaged in residential, commercial and industrial
development and rural land sales in Northwest Florida. We
think the market has failed to recognize the value of St.
Joe’s underlying acreage or its port and airport holdings, and
that, over the long term, the company will be able to
monetize these assets to generate returns for shareholders.
We also think St. Joe could be a beneficiary if we see a
continuation of a housing recovery in the region. Finally, the
company recently bought back approximately 18% of its
shares outstanding, which we think was a prudent allocation
of capital that demonstrated management’s commitment to
increasing shareholder value.

CapitaLand: Singapore-based CapitaLand has continued to
emphasize its renewed focus on returning capital to
shareholders and simplifying what had become an
increasingly complex corporate structure. The most recent
major move along these lines involved buying back their
retail business, which they had spun out into a separate
entity several years ago. We believe these moves should
help re-establish the company’s credentials as an attractive
vehicle for investing in real estate in Singapore and China,
and they have helped restore our confidence in one of the
core tenets of our investment thesis - that CapitaLand is an
astute allocator of capital, which it historically has been.
Chatham Lodging: Chatham is a U.S. REIT that was
launched in 2010 to invest in upscale extended-stay and
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Top Contributors (continued)

Top Detractors (continued)

QTS Realty: QTS is a U.S.-based, data-center REIT that
operates large campuses in multiple metropolitan areas.
Because it has a more varied product offering than most of
its peers, we think it is well-situated to capitalize on the
growing demand for data center space and, at the same
time, address potential clients’ managed hosting and cloud
computing needs. Our thesis is that data centers will
become an increasingly significant component of the REIT
sector, and QTS will prove one of the primary beneficiaries.

branded select-service hotels. In its relatively 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. Coming off of a
strong 2014, the stock has been disappointing this year, but
we still see good value and solid growth, and we’re confident
that we’ve invested with a management team that won’t be
shy about taking chips off the table when they feel the
upcycle is nearing its end.

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.
LEG Immobilien Ag: LEG owns a concentrated portfolio of
roughly 100,000 apartment units in the North RhineWestphalia area of Germany. Our initial investment was
predicated on our bullish stance on the German residential
sector, the core tenants of which were an escalating
supply/demand imbalance and valuations well below
replacement cost. We also anticipated continued
consolidation in the sector, which came to pass this quarter,
as LEG became a takeover target of one of its larger
competitors (a shareholder vote is pending).
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).

Las Vegas Sands: We believe this gaming company is well
positioned to benefit from wealth creation in Asia. The
company owns one of the world’s most profitable casinos in
Singapore and has significant interests in Macau, where we
think it has competitive advantages as a preferred
destination among Asian gamblers. Its shares have been
under pressure as Macau has shown it’s not immune from
China’s slowing economy, but we believe its long-term
prospects remain very attractive.
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.
New Home Co.: 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 $3 million plus in
Orange County. The company also does fee-based building
for the Irvine Company, it earns income from several joint
ventures it formed to make strategic land acquisitions, and
we think its growth potential will become more evident over
the next couple of quarters as new projects ramp up and
more home sales are recorded. We also believe this is a very
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Top Detractors (continued)
talented management team, and it’s one that timed the last
real estate cycle very well.

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 Real Estate Fund are: Kennedy-Wilson Holdings Inc (3.62%), Simon Property Group Inc (3.10%),
Chatham Lodging Trust (2.93%), Kennedy Wilson Europe Real Estate Plc (2.78%), American Tower Corp (2.69%), Aroundtown Property Holdings PLC (2.66%),
St Joe Co (2.43%), Las Vegas Sands Corp (2.36%), Starwood Property Trust Inc (1.78%) and CapitaLand Ltd (1.68%). 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.
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.
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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