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Investment Environment
Concerns about the economic impact of China’s slowing growth and the possibility of a
U.S. recession drove market activity for much of the first quarter, causing investors to
seek safety in defensive, slower-growth areas of the market. In this fear-driven
environment, sectors such as utilities, telecommunications and consumer staples
performed strongly, as did companies with higher dividend yields. Separately, the shares
of several speculative companies in energy and basic materials also performed well.
Reasonably priced growth stocks lagged as investors largely ignored fundamentals and
valuations and flocked instead to the perceived safety of lackluster, but
well-established companies.

Portfolio Manager:
George Maris, CFA

Executive Summary
Performance Discussion
The Fund underperformed its benchmark, the MSCI All Country World Index, during the
period. We employ a high-conviction investment approach that seeks strong riskadjusted performance over the long term. Over time, we believe we can drive excess
returns in a risk-efficient manner by identifying companies with free-cash-flow growth
that is underestimated by the market. While we were disappointed to underperform our
benchmark this quarter, we recognize that when markets are driven by volatility and fear,
our valuation-focused approach may underperform.
Several of the Fund’s largest detractors from performance for the quarter were in the
financial sector. Our shares in Citigroup, Morgan Stanley and Deutsche Bank traded
lower along with other bank stocks on fears of charges related to exposure to possible
energy sector bankruptcies. Energy companies struggled in 2015 as the price of oil fell
to multi-year lows.
In addition, Deutsche Bank’s share price was hurt by its high exposure to the capital
markets businesses and regulatory concerns surrounding its contingent convertible
bonds, which are a new type of bank debt. Deutsche Bank also issued weaker-thanexpected earnings, driven partly by write-offs related to its ongoing restructuring. We
sold our position in the company during the quarter.
Our sector weighting in financials remains roughly in line with the benchmark. Within
financials, we remain positive about the potential of our bank stocks as we believe the
banks we’ve chosen to carry less risk than in years past, are cutting costs and increasing
efficiency, and are presently trading at substantial discounts to their tangible book value.
The Fund’s investment in NGK Spark Plug was another of the quarter’s detractors.
NGK’s share price fell along with other Japanese exporters as the value of the yen
strengthened during the quarter. As the world’s leading supplier of sparkplugs, we
believe NGK has significant growth potential tied to auto sales and market share gains.
Contributing positively to returns, our position in NRG Energy performed strongly. NRG is
a well-managed utility with a diversified business mix. It operates in the U.S. as both a
retail and independent power producer and has exposure to renewable energy as well.
The company profits from the difference between the prices for natural gas and coal.
NRG’s management has hedged its exposure to volatile gas prices, which has enabled it
to generate high levels of cash. The company also has bought back stock and paid down
debt. The stock, which we believe was oversold in 2015, rebounded during the quarter
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• Early quarter volatility resulted
in defensive sectors
outperforming, although
sentiment toward risk assets
improved later in the period.
• The Fund underperformed its
benchmark, with financials
being the primary drag.
• Our more sanguine view toward
China enables us to see
opportunity in the volatility
caused by investors
overreacting to fears of a worsethan-expected slowdown.
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along with the energy sector as a whole. We continue to like
the company because of its strong fundamentals and robust
free-cash-flow yield.

by inventory issues, which were later resolved. Seeing the
inventory problem as temporary, we invested and have
been rewarded.

Athletic leisure wear company Lululemon Athletica was another
strong contributor to performance. Lululemon is a market share
gainer that has demonstrated consistent year-over-year sales
growth in the growing category of athletic leisure wear. We
originally bought the stock last fall, after its share price had
fallen following disappointing earnings. Earnings had been hurt

Air Products aided performance as well. The company has
benefited from new management that is more focused on
operational efficiency. Under the new team, Air Products has
successfully increased pricing to be more in line with its
competitors. The company announced solid earnings during the
quarter, which helped drive its share price higher.

For detailed performance information or to download a Fact Sheet, please visit www.janus.com/funds

Outlook
When markets ignore fundamentals, opportunities exist. Over
the past several quarters, the stock market has been highly
reactionary, with investors seeing fear where we haven’t seen it.
We do not believe China is bound for financial collapse, but that
the country’s capital reserves will enable it to weather its
current slowdown. As China becomes more stable, and as we
see signs of growth in the U.S. and Europe, we expect stock
market valuations to return to more reasonable levels.

Our response to irrational markets is not to adjust our time
horizon, but rather to hold the course of our time-tested
discipline and to look for mispriced stocks based on long-term
opportunities. We see extraordinary buying opportunities for the
Fund among undervalued companies with sound fundamentals
across a range of sectors. As markets become less reactionary
to short-term factors and therefore less defensive, we believe
our portfolio will be well positioned to outperform.

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

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Lululemon Athletica Inc

2.42

0.57

Citigroup Inc

3.38

-0.73

Air Products & Chemicals Inc

3.60

0.39

Morgan Stanley

2.39

-0.57

PPG Industries Inc

2.66

0.31

Mitsubishi UFJ Financial Group Inc

1.98

-0.45

NRG Energy Inc

2.31

0.26

Deutsche Bank AG

0.00

-0.40

Dollar General Corp

1.37

0.23

NGK Spark Plug Co Ltd

1.07

-0.39

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

Lululemon Athletica: We consider this specialty retailer a
secular growth company based on its strong brand in
women’s and men’s yoga and fitness apparel. We also think
it is early in its growth cycle and appreciate its historical
ability to generate high returns on invested capital.

Citigroup: The global diversified financial services holding
company’s businesses provide consumers, corporations,
governments and institutions with a broad range of financial
products and services. We feel the company will benefit from
a restructuring effort led by a new CEO, who is focused on
operations, efficiency and capital allocation. Meanwhile, the
bank’s core business should benefit from an improving U.S.
housing market. Citigroup also has impressive growth
franchises, including Asian and Latin American retail

Air Products and Chemicals: The company provides
atmospheric, process and specialty gases; performance
materials; equipment; and technology. Its markets include
semiconductor materials, refinery hydrogen, coal gasification,
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Top Contributors (continued)

Top Detractors (continued)

natural gas liquefaction and advanced coatings and
adhesives. We believe new management will be able to
improve the company’s operational and cost efficiencies,
boost pricing in its merchant business, as well as foster a
better corporate culture. Longer term, we think management
will be able to exit lower-margin markets, improve cash flows
and focus on share repurchases and dividend increases.

banking, transaction services, and emerging market
securities and banking. We also consider its capital
adequacy levels strong.

PPG Industries: We like PPG partly because of the recent
acceleration in consolidation in the paints and coatings
industry. The top companies have improved their returns and
expanded their competitive moats with brand investment,
increased distribution and channel breadth and new
products. PPG’s moat is also strong thanks to minimal online
and low-cost global competition due to high-cost transport
costs and product technology. We believe the company also
stands to gain from continued improvement in the U.S.
housing industry.
NRG Energy: NRG Energy owns and operates a diverse
portfolio of power-generating facilities, primarily in the U.S.
The company's operations include energy production and
cogeneration facilities, thermal energy production, and
energy resource recovery facilities. We think the wholesale
energy provider will benefit from a long-term process of
retiring coal plants and a rebound in natural gas prices.
Dollar General: We like Dollar General for its high level of
execution and attractive fundamentals. We believe the
company has the ability to steadily grow operating earnings
and generate an increasing amount of free cash flow that
can be returned to shareholders. Dollar General’s high return
business model, in our view, is somewhat counter cyclical
and thus well positioned to weather periods of economic
weakness. We see e-commerce as a minimal threat to
discount stores.

Morgan Stanley: Global financial services firm Morgan
Stanley, in our view, presents an attractive opportunity due to
restructuring, which should result in a highly favorable,
capital-generative business mix with an improved capital
position. The company’s high-return wealth management
division has continued to increase profitability due to cost
cuts and asset growth. As the company generates excess
capital, we expect management to take steps to return a
greater amount to shareholders.
Mitsubishi UFJ Financial Group: MUFG is Japan’s largest
banking group. We see MUFG as a possible vehicle in which
to access structural change in Japan’s capital markets,
namely improvements in corporate governance and capital
allocation. Furthermore, it is our view that the company is
well positioned to benefit from shifts in the country’s banking
environment. Household saving rates are turning negative
and lower expected corporate cash balances, in our view,
should lead to an increase in loan demand.
Deutsche Bank AG: While we think the Germany-based
global investment bank’s restructuring program may help the
company improve its capital position, we chose to exit our
holdings in the company during the quarter.
NGK Spark Plug: The Japan-based company manufactures
spark plugs for automobiles, motorcycles, agricultural
machinery, ships and aircraft. NGK also makes ceramic
products for semiconductor and telecommunications
equipment. We like the company’s spark plug business,
which benefits from limited competition globally and steady
growth due to tightening emissions standards and a shift by
motorcycle manufacturers to adopt fuel injection technology,
both of which result in higher demand for spark plugs.
Approximately 70% of its sales are for replacement use,
which provides high recurring revenues, and with a high
percentage of its production in Japan and sales in exports,
further weakening of the yen relative to the dollar will benefit
NGK. We also appreciate management’s plans to exit its
money-losing integrated circuit packaging business to focus
on its core business.
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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 Select Fund are: Air Products & Chemicals Inc (3.50%), Citigroup Inc (3.28%), Diageo PLC (3.16%),
AIA Group Ltd (3.00%), PPG Industries Inc (2.58%), TOTAL SA (2.52%), United Continental Holdings Inc (2.40%), lululemon athletica Inc (2.35%), Morgan
Stanley (2.32%) and Brenntag AG (2.29%). 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.
MSCI All Country World IndexSM is an unmanaged, free float-adjusted market capitalization weighted index composed of stocks of companies located in
countries throughout the world. It is designed to measure equity market performance in global developed and emerging markets. The index includes reinvestment
of dividends, net of foreign withholding taxes.
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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