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Investment Environment
Global technology stocks declined during the quarter outpaced by small gains in broader
indices. Stocks traded higher for much of the period, but experienced a sell-off in late
June after the UK voted to exit the European Union. Shares, however, rebounded over
the period’s final few sessions. Technology hardware companies weighed most on the
benchmark as demand for personal computers remained weak. Systems software also
finished period in negative territory. Many legacy names in this segment have struggled
as the transition to cloud-based services has accelerated among enterprise customers.
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Performance Discussion
The Fund outperformed its primary benchmark, the S&P 500 Index, and its secondary
benchmark, the MSCI All Country World Information Technology Index, for the period.
Since we believe technology markets are complex, we construct a portfolio with special
attention to downside risk, seeking to balance resilience and optionality. We believe our
focus on stocks that are less volatile on a risk adjusted basis than those in the MSCI
benchmark and that are well positioned to benefit from the rapid rate of change in
technology will provide better performance for our shareholders over the long term.
The Fund was positioned well for outperformance during the period. During the first
quarter of the year, we took advantage of volatility to shift the portfolio’s composition
toward the higher-growth cloud-related names that we prefer. Conversely, we lowered
our exposure to large-cap legacy companies whose business models have come under
pressure. This transition paid off as higher growth pockets of the market rallied during
the spring. Included in this were small-cap technology companies, many of which provide
high-growth software-as-a-service (SaaS) or infrastructure-as-a-service (IaaS)
applications. Microsoft’s surprise purchase of LinkedIn was also a catalyst for smallercap companies. Semiconductors, which we view as sensitive to broad market moves,
also performed well.
Given the strong performance registered by many of the high-growth names we had
added to the Fund earlier in the year, we lowered risk levels in advance of the possibility
of increased volatility in the lead up to the UK’s Brexit referendum. In the wake of the
vote, we once again took advantage of volatility to add to higher-growth positions that, in
our view, were trading at attractive valuations.
On a subsector level, the Fund’s relative outperformance was led by Internet software
and services and application software, both on account of stock selection. Some of
these stocks underperformed in the first quarter so we were not surprised that the
market came around to our view that many of these names traded at a measureable
discount to their intrinsic value. Systems software also contributed due, in part, to our
underweight positioning in what we consider to be a challenged segment of the market.
Additionally, our few holdings in the space performed well.
Two of the Fund’s top individual contributors can be found in Internet software. Shares in
online real estate company Zillow rose due to an impressive earnings report and
management confirming forward guidance. The company also benefited from the
settling of a lawsuit, which had hung over the stock. We did not see the suit as a
significant concern, but its removal was welcomed by the market.
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Executive Summary
• Global technology stocks
declined as investors moved
toward more defensive sectors
during late-quarter volatility.
• The Fund outperformed both its
primary and secondary
benchmark, with stock
selection in Internet software
being a key driver.
• We are encouraged by several
recent trends, including a
transition to the cloud and
consolidation in market
segments where it is long
overdue.
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Staying within Internet software, Care.com saw its shares nearly
double during the period. While the company put forth a good
quarter operationally and provided well-received guidance, the
main catalyst was an investment by Alphabet, its first in a
publicly-traded company. The participation by the Internet giant
caught investors off guard and caused an upward rerating in
Care.com’s valuation.
The Fund includes a certain number of out-of-benchmark
holdings whose business models, in our view, are sufficiently
geared toward technology to merit inclusion. One of these,
cellular infrastructure company American Tower, was a
quarterly contributor. The company is structured as a real estate
investment trust (REIT) and as such is favored for its yieldproducing characteristics. Yield stocks did well during the
period, boosting American Tower. The stock also benefited from
its lack of exposure to the European market. European shares
were especially volatile after the Brexit vote as investors began
to assess how the results would ultimately impact the region’s
growth prospects.
While were we pleased with the quarter’s performance, some
segments of the Fund weighed on relative returns. Our
underweight to semiconductor equipment detracted from
performance as those names rallied. Our holdings in electronic
equipment and instruments also detracted.
Technology giant Apple weighed on performance in no small
part due to a disappointing earnings report covering the prior
quarter. Revenue declined year over year and missed
consensus estimates. Earnings per share also slid and fell short
of estimates. A key concern was a 25% drop in sales to China,
which had been a major source of incremental growth for the
company last year. There were some signs of optimism as
margins remained strong and service revenue grew at a 20%
year over year clip. The company is presently working through
inventory build-up and rumors concerning the upcoming release

of the iPhone 7 have led investors to expect no breakthrough
advances from its most current models.
Shares in Internet giant Alphabet fell early in the quarter after
an underwhelming earnings report. Both revenue and earnings
per share missed consensus estimates, although operating
income beat analyst expectations. Network revenue was
hindered by the loss of AOL and slower than anticipated growth
in its search and YouTube divisions. Still, at 23% year over year,
revenue growth remained healthy and the strong rise in
operating margins illustrates management’s cost discipline. The
stock recovered some lost ground later in the period after
management stated that it intended to increase the size and
frequency of advertisements in its core Google search engine
division. The company would also start placing ads on Google
Maps. Management also provided an encouraging update on its
YouTube unit. Over the past few years, YouTube has been able
to dramatically increase the percentage of video watch time
that it is able to monetize. We think the company continues to
benefit from strong growth in mobile search (particularly in
emerging markets) through its Android software for
mobile devices.
SS&C was impacted by concerns about its client base of active
managers, including hedge funds. Actively managed funds in
general have come under pressure from passively managed
competitors and many hedge funds have closed shop. While we
are aware of the headwinds facing SS&C’s client base, we still
favor the company as we see ample opportunity for it to grow
revenue through cross-selling among its existing client base.
The stock’s underperformance may also signal that investors
fail to recognize that only a portion of its business is directly tied
to its clients’ assets under management (AUM), and that the
CEO is a major shareholder in the firm. As such, we view his
motives as aligned with those of the broader investor base.

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

Outlook
We expect that the shifts experienced in the technology
marketplace over the first half of the year to continue.
Foremost, the long-awaited transition to the cloud is
accelerating. In contrast to a few years ago when customers
experimented with cloud based services, mission-critical
functions are now being placed on the cloud. The broad
adoption of cloud, including SaaS and IaaS, has resulted in
impressive growth rates for industry leaders even off large
revenue bases. The same dynamic, however, placed legacy
software and hardware companies under pressure.

With topline growth elusive, we have also witnessed companies
seeking to reap synergies from consolidation in order to fuel
earnings growth. Aiding the trend are founders and CEOs of
possible acquisition targets becoming more amenable to selling.
Discounted valuations and cheap financing also played a role in
furthering deals. Consolidation has already started to occur in
semiconductors and it is our view that other segments,
including enterprise software, may be ripe for deal activity.
Over the longer term, we see the declining cost of connectivity
enabling software to make a myriad of devices “smarter.” The
breadth of applications utilized in automobiles illustrates this
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trend’s transformative development. We expect novel
applications to command a greater share of investment capital
and ultimately account for a larger portion of returns.
While we are encouraged by developments in segments of the
technology sector we favor, we believe risks to legacy
technology companies remain underappreciated. While shares
in several legacy names have come under pressure, many
investors continue to hold them due to attractive dividend yields
and their still-dominant position in industry benchmarks. Yet,
investors often do not understand the risks to their underlying
business models. This is especially true for software companies
that were slow to adopt SaaS and hardware firms that
overlooked the threat of the cloud. We continue to avoid these
larger legacy companies whose existing business models we
seriously question. The early-year volatility enabled us to

reposition the portfolio toward the higher-growth cloud names
that we prefer.
Despite headwinds in many business lines, we see opportunity
in segments of the semiconductor industry. While smartphones
garner headlines, we believe that other segments, including
autos and health care, may have more attractive growth
trajectories, as they are earlier in the lifecycle of
software adoption.
We are also closely watching developments in enterprise
architecture. We believe a bifurcation is developing. We favor
companies that do not have legacy product lines that must be
wound down. New entrants with novel approaches and
platforms stand to gain an ever greater level of market share.

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

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Zillow Group Inc. - Class C

1.22

0.52

Apple Inc

5.71

-0.78

American Tower REIT

3.62

0.40

Alphabet Inc. - Class C

9.30

-0.73

ServiceNow Inc

0.79

0.35

SS&C Technologies Holdings Inc

1.05

-0.14

Care.com Inc

0.46

0.26

Seagate Technology PLC

0.00

-0.14

Zillow Group Inc. - Class A

0.79

0.25

TE Connectivity Ltd

1.53

-0.12

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

Zillow: The real estate and home-related information
marketplaces firm provides products and services to help
consumers through every stage of home buying, selling,
renting, borrowing and remodeling. The company enables
homeowners, buyers, sellers and renters to find and connect
with local professionals. Similarly, Zillow enables real estate
agents to reach clients more efficiently than through
traditional advertising. We think Zillow can grow its relatively
small market share in a $6 billion real estate advertising
budget market. The company is developing other products
that show promise as well, in our view.

Apple: The mobile device and computer maker has strong
free cash flows and a large sum of cash sitting on its
balance sheet. It continues to gain market share in personal
computing and remains a dominant player in the smartphone
market. We like the company for its growth potential and
appreciate its commitment to returning capital to
shareholders via dividends and stock repurchases.

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

Alphabet Inc.: Alphabet, the holding company of Google
and several other businesses owned or tied to Google,
provides advertisers with superior cross-device marketing
offerings, in our view, and we see continued opportunity for
Google to monetize its Android mobile platform. We also see
opportunity for Google to increase monetization of its
YouTube video platform in the coming quarters now that it is
easier for advertisers to buy ads and target specific
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Top Contributors (continued)

Top Detractors (continued)

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.

audience segments on YouTube.

ServiceNow: We believe that ServiceNow is one of the bestpositioned major pure play software as a service (SaaS)
company. It is developing a true platform for workflow
management across many use cases and departments (not
just IT). ServiceNow, in our view, has a large addressable
market that is easy to underestimate, great products that
customers like and a favorable competitive landscape due to
weak competition.
Care.com: The company is the leading online marketplace
for matching families to caregivers. Care already benefits
from a network effect as it already has over two million
unique visitors to the platform each month. The company
monetizes the network through matching families to
caregivers, through corporate sponsors, and through a
payments platform. We believe there is enormous
opportunity for the company’s scalable business model to
continue to roll out services across a variety of
market segments.

SS&C Technologies: The company is a global provider of
investment and financial software-enabled services and is
focused exclusively on the global financial services industry.
We like SS&C because the majority of its revenue comes
from recurring sources such as subscription services or
software maintenance, where client retention has remained
high. We believe the most significant opportunity for the
company is in fund administration, where hedge funds are
looking for independent providers with a high level of
transparency and accountability.
Seagate: Seagate is top maker of hard disk drives for the
consumer and enterprise markets. While the industry
conditions improved following consolidation, we exited this
position due to ongoing concerns about weakening end
markets and the technological shift to NAND Flash from
hard disk drives.
TE Connectivity: TE Connectivity designs and
manufactures products that connect and protect the flow of
power and data inside a number of products used by
consumers and industries. The company holds a leading
position in electronic connectors, an attractive industry, in
our view. TE Connectivity has historically generated high free
cash flow and it has improved its operating leverage as a
result of a restructuring effort during the 2008-2009
recession. We also appreciate the company’s healthy
dividend and stock buyback program.
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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).
The discussion and data quoted are based upon the results, holdings and characteristics of the Janus Investment Fund ("JIF") mutual fund. Such data may vary for
the Janus Aspen Series ("JAS") portfolio due to asset size, investment guidelines, diversity of portfolio holdings and other factors. We believe the JIF mutual fund
most closely reflects the portfolio management style for this strategy.
As of 6/30/16 the top ten portfolio holdings of Janus Global Technology Fund are: Alphabet Inc (9.07%), Apple Inc (5.57%), ARM Holdings PLC (3.80%),
Amphenol Corp (3.73%), American Tower Corp (3.53%), Samsung Electronics Co Ltd (3.01%), Facebook Inc (2.82%), Taiwan Semiconductor Manufacturing Co
Ltd (2.36%), Adobe Systems Inc (2.23%) and Cadence Design Systems Inc (2.21%). 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.
S&P 500® Index measures broad U.S. equity performance.
MSCI All Country World Information Technology Index measures the performance of information technology stocks from 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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