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Investment Environment
The fourth quarter witnessed a return to volatility, especially early in the period. Japan
initiated another round of massive quantitative easing and Prime Minister Shinzo Abe
called for early elections. China added to the uncertain macro environment, first with lessthan-stellar trade data and then by surprising markets with the People’s Bank of China’s
(PBOC) stimulative reduction of a key interest rate. Economic and political
circumstances in Europe exacerbated market volatility. The dramatic decline in the
Russian ruble and the prospect of potentially disruptive elections in Greece, in addition
to general economic weakness on the continent, reinforced the notion of persistent
European instability. Despite initial concerns, markets largely shrugged off these
geopolitical developments, sending global equities higher over the course of December.
The other key development during the quarter was the collapse of global oil prices. We
generally consider lower energy prices as a welcome development, acting as a tax cut
for most consumers and businesses. Yet markets became unnerved because there were
no obvious causes for the dramatic declines. It might have been rising shale production
or a geopolitical plot to squeeze Russia and Iran, but the fact no one could identify the
reason spooked investors. One could not rule out a global economic slowdown, although
we do not see much data to confirm the theory. By the end of the quarter, many
concerns subsided. Abe’s electoral victory, continued strength in the U.S. economy, and
expectations of European Central Bank (ECB) quantitative easing helped alleviate the
nervousness afflicting global markets. Nevertheless, with the issues unresolved, market
volatility seems likely to persist.

Performance Discussion
The Fund outperformed its benchmark, the MSCI All Country World Index, during the
period. We employ a high-conviction investment approach which seeks strong riskadjusted performance over the long-term. We believe we can drive excess returns in a
risk-efficient manner by identifying companies whose free-cash-flow growth is
underestimated by the market and then appropriately managing position sizes across the
portfolio.
The largest contributors to relative performance were our selection of industrials and
materials stocks. Individual names were led by United Continental Holdings, Bwin.Party
and Sumco.
Several factors contributed to United having a strong quarter. Low oil prices helped,
given the airline industry’s reliance upon energy products. Just as important, the
company continues to benefit from synergies after its merger with Continental. The
strength of the U.S. economy also contributed to improved passenger demand. These
benefits coupled with a commitment to capital discipline are resulting in improved cash
flows, benefiting profitability and balance sheet strength. Management has instituted a
share buy-back to highlight the confidence in its prospects, a step usually met with favor
by investors.
Online gaming firm Bwin.Party Digital Entertainment contributed to relative performance
as well. The stock was boosted by management commentary that the company was in
talks with several potential acquirers regarding a possible deal. We have always believed
that the company was an attractive target in an industry that is poised for consolidation
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Executive Summary
• Despite being marked by
volatility, collapsing energy
prices and global growth
concerns, global equities rallied
partly on the back of strong
actions by central banks.
• The Fund outperformed its
benchmark, driven in part by
our selection of industrials and
materials stocks.
• Our utilities and consumer
discretionary holdings detracted
most from relative
performance.
• We expect U.S. growth to
provide an offset for slowergrowing economies while
increased volatility should
benefit stock-picking strategies.
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due to its significant market position, its differentiated
technology, raw asset and brand values, high dividend yield, and
the company’s critical mass of customers and best-in-class
sports book.
Silicon wafer maker Sumco also aided performance. The
company stands to benefit from a dramatically rationalized
marketplace for silicon wafers. Sumco and one other industry
participant are the major players in the industry, while there are
three other smaller players who are not profitable. With the
silicon wafer industry keeping capacity under control,
recovering demand is pushing up prices and driving profit
growth. As Sumco and the industry maintain capacity discipline,
the outlook for continued growth in earnings remains positive,
in our view.
Our position in U.S. mortgage insurer MGIC Investment added
to relative performance during the quarter. Defaults in the U.S.
housing market continue to decline due to the recovery in
housing and employment. Fewer losses and the growth in
housing demand allowed MGIC to improve earnings growth and
balance sheet strength. A better balance sheet also allows it to
increase its market share.
PPG Industries contributed to performance as the company
released a strong earnings report in October. Third quarter
earnings achieved record levels as the company benefited from
steady improvement in the U.S. housing sector, along with
growth in key foreign markets. Given PPG’s strong position and
barriers to entry faced by potential competitors, the company
stands to build upon recent success as the U.S. economy
continues to improve.
Our holdings in utilities and consumer discretionary weighed
most on relative performance. Given the strong drop in crude
prices during the quarter, individual detractors were dominated
by energy companies. Chief among these was MEG Energy.
The Canadian exploration and production company was caught
in the broad energy sector sell-off. The company remains cash
flow positive at current prices, is exercising strict capital

discipline to preserve its balance sheet, and does not have any
near-term debt maturities.
While Petrobras was caught in energy sector weakness, there
were also company-specific issues causing its poor
performance. As the corruption scandal involving Petrobras
grows, it burdens not just the company, but many Brazilian
industries and political parties. With the uncertainties caused by
the scandal, the company’s auditors are delaying the
authorization of formal audited results. The uncertainty created
by this delay further divorces the valuation of the company from
its fundamentals. In worst-case scenarios, there is the potential
for asset write-downs and equity issuance. However, the
company’s portfolio of attractive assets remains, and supports
our position in the firm.
Another detractor, National Bank of Greece, was negatively
impacted by the political situation in its home country. After
failing three times to elect a president in parliament, Greece will
hold new elections in early 2015. The elections could empower
a radical, anti-austerity party, whose positions could result in
Greece’s exit from the European Union. While such an extreme
outcome is unlikely, the ramifications are negative for the Greek
market and National Bank of Greece in particular.
Japanese exploration company Inpex is not unlike MEG Energy
in that it is a well-run company caught up in the crude decline.
Natural gas prices are indirectly tied to those of crude, which
can lead to the market overlooking sound fundamentals during
broad sell-offs. Still, Inpex remains one of the sector’s least
volatile names. Its offshore LNG project west of Australia
remains on track to produce gas in 2016, on time and within
budget.
U.S. utility NRG Energy was a relative detractor as the decline in
natural gas prices pressures the rates charged by the utility.
While there may be some near-term pricing pressure, NRG
generates substantial cash and is one of the greatest
beneficiaries of regulatory changes incentivizing the building of
additional generation capacity to ward off black- or brown-outs.

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

Outlook
We expect the U.S. to continue as the dominant driver of global
growth. The U.S. economy should maintain the respectable
expansion registered in 2014 and employment gains should
maintain momentum. Lower crude prices will benefit the U.S.
consumer. While it seems safe to assume the Federal Reserve
will eventually initiate rate hikes, with a lack of inflationary
pressure this does not appear imminent.

Expectations for a political rapprochement between Democrats
and Republicans after the mid-term elections fell somewhat
after executive actions on several hot-button issues, leaving the
door open for political risk to bleed into investor confidence.
Similarly, elections in the UK also raise the risk of political
discord there, especially as the euro-skeptic UK Independence
Party looks to make gains. On the continent, ECB President
Mario Draghi’s efforts are laudatory but must be accompanied
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by structural reforms on behalf of national governments to allow
sustainable, long-term growth.
We believe worries regarding China’s slower growth rates are
overdone. The PBOC’s actions this autumn highlighted the
authorities’ sensitivity to growth. Navigating a soft landing
means gradually transitioning from a capital-intensive growth
model to one fueled more by personal consumption. This will
take time. Robust U.S. growth in the meantime should provide
support for Chinese exporters.

People tend to be risk averse. Consequently, during periods of
elevated volatility such as during the fourth quarter, correlations
among risky assets tend to rise. The aftermath of such bouts of
volatility can be opportune times for stock-selection strategies.
Looking into 2015, as some of the pending geopolitical issues
run their course and the crude market establishes an
equilibrium, we expect opportunities to purchase companies
whose market prices are deeply discounted relative to their
intrinsic values.

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

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

United Continental Holdings, Inc.

2.33

0.80

MEG Energy Corp.

0.87

-0.70

Bwin.Party Digital Entertainment PLC

2.10

0.42

Petroleo Brasileiro S.A. (ADR)

0.61

-0.57

Sumco Corp.

2.03

0.41

National Bank of Greece SA

0.35

-0.51

MGIC Investment Corp.

2.06

0.37

Inpex Corp.

1.38

-0.34

PPG Industries, Inc.

2.35

0.37

NRG Energy, Inc.

1.85

-0.24

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

United Continental Holdings: One of the world’s largest
airline carriers, the company possesses significant upside
potential, in our view. Returns on invested capital are rising
and likely to improve as United improves its operations
following its merger with Continental. Moreover, the airline
has pricing power for the first time in years due to capacity
reductions in the industry.

MEG Energy: The Canadian company focuses on oil sands
development and production in the southern Athabasca oil
sands region of Alberta. We believe the company will benefit
from volume growth and better pricing this year through
improved transportation of the commodity via pipeline
expansion and railroads. The company is also investing in
facilities, which we believe will help it increase margins as
production grows.

Bwin.Party Digital Entertainment: The Gibraltar-based
company operates gambling websites offering sports
betting, poker, casino games, and audio and video streams
of sporting events. We like the online gaming company for
its scalable business model, which produces a high return on
invested capital. The company generates considerable cash
and has open-ended opportunities to grow, in our view.
Sumco: Sumco is one of the largest manufacturers of
silicon wafers used in the semiconductor industry. Given its
market position, the Japan-based company should benefit
from increased demand and constrained supply for silicon
wafers. Additionally, the company has hidden value in
deferred tax assets that are not reflected in its balance
sheet, in our view.

Petroleo Brasileiro: Petroleo Brasileiro is a Brazil-based
integrated oil and gas company with tremendous reserves
offshore Brazil and exciting production growth opportunities,
in our view. We believe the company possesses one of the
best production growth profiles of any major oil company in
the world. We also consider it among the most efficient oil
companies in terms of production costs.
National Bank of Greece: With both domestic and
international operations, we believe the bank is well
positioned to benefit from a rebound in the European
peripheral countries, particularly Greece. Government
measures in Greece led to a much stronger economy via
lower unit labor costs, a reduced deficit and lower funding
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Top Contributors (continued)

Top Detractors (continued)

MGIC Investment Corp.: While still recovering from higher
than expected loan defaults from the U.S. residential real
estate bubble, the mortgage insurer is writing new business
we believe is of high quality and should result in strong
returns in what we expect to be a sustained recovery in the
U.S. housing market. We recognize this holding is especially
vulnerable to sentiment about the macroeconomic
environment, but think it will eventually recover and generate
substantial returns.

costs for the banking sector. We also think the bank’s
nonperforming loans peaked. Finally, after a capital raise
earlier this year, the bank’s capital position is strong.

PPG Industries: We like PPG partly because of the recent
acceleration in consolidation in the paints and coatings
industry. The top companies improved their returns and
expanded their competitive moats with: (1) brand
investment, (2) increased distribution and channel breadth,
and (3) new advantaged products. The moat is also strong
thanks to no online and no low-cost global competition due
to high-cost transport costs and product technology. The
company also stands to gain from continued improvement in
the U.S. housing industry.

Inpex: Established through the reorganization of Inpex and
Teikoku Oil, the Japan-based company explores, produces
and sells oil and natural gas. We believe the company’s
majority interest in a massive liquid natural gas (LNG)
project called Ichthys offshore of Australia is undervalued by
the market due to concerns over cost overruns and delays
that we consider overstated. We believe the stock does not
account for the significant cash flows this project will
generate when production begins in 2016.
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. We
also consider the company to have one of the best
management teams in allocating capital within the utilities
sector.
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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 Select Fund are: Citigroup, Inc. (3.00%), Air Products & Chemicals, Inc. (2.89%), AIA Group, Ltd.
(2.86%), Kansas City Southern (2.67%), Tyco International, Ltd. (U.S. Shares) (2.37%), PPG Industries, Inc. (2.34%), United Continental Holdings, Inc. (2.32%),
Ericsson (2.24%), ON Semiconductor Corp. (2.18%) and Bristol-Myers Squibb Co. (2.16%). 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.
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 Capital International Limited. © Janus Capital International Limited.
Funds distributed by Janus Distributors LLC
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