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Investment Environment
Global technology stocks registered a strong quarter, far outpacing gains in broader
markets. All subsectors within the MSCI All Country World Information Technology Index
delivered positive returns over the period, led by home entertainment software and
semiconductors. Global stocks rose over the early part of the quarter as markets
regained their footing after sliding in the wake of June’s Brexit results. Markets then
remained largely range-bound for much of the rest of the period as investors turned their
attention toward monetary policy. The calm was broken as Federal Reserve (Fed)
officials put forth the case that the economy was nearing the point where interest rates
should be raised. Ultimately, the Fed passed on a rate hike, which had the effect of
halting the late-quarter slide.
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Performance Discussion
The Fund outperformed its primary benchmark, the S&P 500 Index, but underperformed
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.
We tend to view our portfolios through the lens of resilience and optionality. During the
period, the resilience sleeve our the Fund decreased as some of these names were
acquired. While we benefited from the sales, that left our positioning underweight
resilience. However, we view this composition as appropriate given that growth names, in
our view, are presently underpriced. Conversely, the valuations of several resilient names
have risen as investors have gravitated toward these less volatile stocks.
Contributing most to relative performance was the Fund’s selection of semiconductor
and systems software stocks. Detracting most from performance were our application
software and out-of-benchmark specialized REITs holdings.
A leading contributor to performance was semiconductor intellectual property licensing
company ARM Holdings. During the period, SoftBank of Japan announced a $32 billion
acquisition of ARM. Given our favorable view of the company, we can see why SoftBank
pursued the deal. ARM continues to experience increasing royalty revenues from the
growth in smartphones and revenue licensing from semiconductor manufacturers. ARM
cores are quickly becoming the de facto building block on which logic semiconductor
companies build their processors. While historically strong in mobile, ARM’s advantage is
moving into the home, industrial, medical and other markets as well. In the wake of the
acquisition announcement, we have exited our position in the company.
The stock of Internet giant Alphabet rose steadily over the period, capped with a wellreceived earnings report. Both top- and bottom-line growth accelerated, with multiple
operating units contributing. Included in this was search and YouTube revenue growth,
which rose roughly 30% year over year. Operating margins also widened to just
under 35%.
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Executive Summary
• Global technology shares
delivered strong gains over the
quarter.
• The Fund outperformed its
benchmark, driven largely by
our selection of semiconductor
and systems software stocks.
• The transition to the cloud and
consolidation, namely among
semiconductors, are two
themes that we expect to
provide continued support to
the sector.
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Apple’s stock continued its recovery during the quarter, as the
market reassessed what had been dramatically cooler
sentiment toward the company’s growth prospects. Although
based on lowered expectations, the introduction of its newest
smartphone model, the iPhone 7, was relatively well-received.
Earlier in the quarter, the company released a better-thanfeared earnings report, capped with declines in iPhone sales
not reaching the depths that the market had estimated. As
Apple’s share of the global smartphone market continues to
decrease, management is making efforts to increase the
portion of its revenues derived from services.
Cloud-computing company Salesforce.com weighed most on
quarterly results. The company released a softer-than-expected
earnings report for the second quarter and management dialed
down its guidance for the third quarter. While many investors
reacted negatively to these developments, we took the
opportunity to add to our position as we view the company as
structurally well-positioned, despite the short-term softness in
certain markets. Later in the period, the stock came under
renewed pressure as the company was considered to be in the

running to make an offer for troubled social-networking
company Twitter.
Investors sent the shares in information technology research
and advisory company Gartner lower in the wake of a poorly
received earnings report. Despite delivering adequate results
for the reporting period, investors chose to hone in on the weak
forward metrics presented by management. The primary source
of difficulty appeared to be renewals in the company’s energy
vertical. We continue to favor Gartner as its corporate clients
will likely become more reliant upon its services as the rate of
technological change in several markets accelerates.
Out-of-benchmark holding The Walt Disney Company saw
shares slide during the period. Softness in the company’s crownjewel sports channel, ESPN, was a factor in weakness, as were
concerns surrounding the Zika virus, which impacted the
company’s Florida properties. Given Disney’s strong push into
new technologies to deliver its content, we believe the company
continues to be well-positioned as consumer preferences
toward media and entertainment evolve.

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

Outlook
Many of the developments that we have positioned the portfolio
to capitalize upon continued during the quarter. The transition to
the cloud is accelerating. The broad adoption of the cloud,
including software as a service (SaaS) and infrastructure as a
service (IaaS), has resulted in impressive growth rates for
industry leaders. The same dynamic, however, has placed
legacy software and hardware companies under
increasing pressure.
The risks to legacy technology companies are
underappreciated. While results 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 underlying business models. This is especially true
for software companies that were slow in adopting SaaS and
hardware firms that overlooked the threat of the cloud. We
continue to avoid larger legacy companies whose existing
business models we seriously question.
Consolidation within semiconductors is reshaping the
landscape. With topline growth elusive, companies are seeking
to reap synergies from consolidation in order to fuel earnings
growth. Aiding the trend are companies becoming more open to
selling, discounted valuations and cheap financing. 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.
Global economic growth remains challenged. While low growth
poses a risk across sectors, technology’s prospects could
benefit from a weak environment as companies are required to
achieve productivity gains to drive earnings growth. Investment
in technology will be a key ingredient in harvesting
such efficiencies.
Privacy considerations along with the specter of increased
government scrutiny may cast a shadow over certain Internet
names. Technology has moved faster than regulation.
Eventually, governments may reassert their influence. We are
also cognizant of recent instances of authorities using their
power to pick winners or issue punitive tax rulings. A spotlight
on privacy may cause Internet users, who have largely been
complacent, to re-examine their attitude toward privacy.
While we expect our growth technology investments to achieve
commanding positions over the next several years, we have
taken steps to help inoculate our portfolios to nearer term
downside risk in the face of potential market volatility. We
continue to balance position sizes with risk, seeking to flexibly
take advantage of opportunities.
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Top Contributors and Detractors for the Quarter Ended 9/30/16
Top Contributors

Ending
Weight (%)

Ending
Weight (%)

Contribution (%)

ARM Holdings PLC

0.00

1.78

salesforce.com Inc

1.81

-0.22

Alphabet Inc

9.13

1.14

Cognizant Technology Solutions Corp

0.82

-0.19

Apple Inc

4.07

0.98

Gartner Inc

0.99

-0.12

NetSuite Inc

0.00

0.85

Equinix Inc

1.06

-0.09

Alibaba Group Holding Ltd (ADR)

2.48

0.71

Walt Disney Co

1.47

-0.08

Contribution (%) Top Detractors

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

ARM Holdings: ARM continues to experience increasing
royalty revenues from the growth in smartphones and
revenue licensing from semiconductor manufacturers. ARM
cores are quickly becoming the de facto building block on
which logic semiconductor companies build their processors.
As a result, ARM takes a small toll on the average selling
price of a significant portion of the world’s logic
semiconductors. Because ARM enables a common platform
that customers can differentiate on, it has developed a
uniquely unassailable competitive advantage, in our view.
While historically strong in mobile, ARM’s advantage is
moving into the home, industrial, medical and other markets
as well. Given the sale to SoftBank, we no longer own the
stock in the company.

Salesforce.com: We believe this provider of enterprise and
cloud computing applications has a competitive advantage in
its enterprise and client relationship management platform.

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
audience segments on YouTube.
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.

Cognizant Technology: The company provides custom IT
consulting and technology services as well as outsourcing
services. We feel Cognizant is positioned well for the longterm growth we see in its markets, given its cost advantage
from having a globally distributed base of employees.
Gartner Group: The company provides technology research
to technology business leaders and helps companies
manage their technology spending. We believe the rate of
change in corporate technology is accelerating, creating a
greater need for Gartner’s information and services so that
technology departments can embrace this change.
Equinix: We like the database and co-location information
technology services provider for its strong client retention,
good management and recurring revenues. We also feel it is
well positioned to benefit from IT and server outsourcing.
Walt Disney: We like diversified entertainment company
Walt Disney Production’s high-quality content offered
through its media networks and believe it will continue to be
greatly valued by consumers who are increasingly accessing
content through online platforms, wireless networks and
mobile devices. We also like their brand-centric strategy and
ability to monetize through consumer products and
theme parks.
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Top Contributors (continued)
NetSuite: The company provides enterprise resource
planning (ERP) software and applications. We think the
company is well-positioned to serve a large, addressable
market of medium-size enterprises seeking cloud-based
ERP solutions. In our view, NetSuite’s cloud-based ERP
solutions are a favorable choice compared to competitors
that serve large businesses, whose offerings are too
complex for the typical mid-size enterprise. We exited our
position after the company was sold to Oracle.
Alibaba Group Holding Ltd: The Chinese e-commerce
company provides consumer-to-consumer, business-toconsumer and business-to-business sales services via Web
and mobile platforms. We think increasing spending power
for the Chinese consumer and rapid growth in e-commerce
in China are long-term tailwinds for the company.
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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 9/30/16 the top ten portfolio holdings of Janus Global Technology Fund are: Alphabet Inc (8.83%), Microsoft Corp (4.96%), Apple Inc (3.94%), Amphenol
Corp (3.66%), American Tower Corp (3.06%), Samsung Electronics Co Ltd (2.79%), Facebook Inc (2.74%), Taiwan Semiconductor Manufacturing Co Ltd
(2.66%), Microchip Technology Inc (2.61%) and Alibaba Group Holding Ltd (ADR) (2.40%). There are no assurances that any Janus portfolio currently holds these
securities or other securities mentioned in this commentary.
The opinions are as of 9/30/16 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 IndexSM 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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