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Janus Growth and Income Fund

Investment Environment
U.S. stocks rose over the early part of the quarter as markets regained their footing after
sliding in the wake of June’s Brexit results. Several benchmark indices later achieved
record highs due, in part, to an array of well-received economic data. Job gains for June
and July were especially strong. Stocks 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. This caused a drop in
investor confidence, sending stocks lower. Ultimately, the Fed passed on a rate hike,
although the level of dissent among voting members increased. Despite the late-period
volatility, many benchmarks managed to finish the quarter with gains, led mostly by
cyclical sectors, while defensives lagged the broader market.

Portfolio Manager:
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Performance Discussion
The Fund underperformed both its primary benchmark, the S&P 500 Index, and its
secondary benchmark, the Russell 1000 Growth Index, for the quarter. We seek to
provide our clients with both growth of capital and quarterly income. As part of that
investment mandate, we focus much of our research efforts on identifying large, wellestablished companies that should be in a position to grow free cash flow and continue
growing their dividend over longer time horizons. We think investing in companies that
pay out the majority of their free cash flow in dividends and have the ability to grow their
dividends over time will drive better risk-adjusted performance over the long term.
Bristol-Myers Squibb was the leading detractor from performance. The stock was down
after its drug, Opdivo, had a disappointing clinical trial for use as a first line treatment
against a common form of lung cancer. While this means Bristol-Myers will likely lose
some market share to a competitor, we believe the drug will show success in treating
lung cancer in future clinical trials that are better designed by the company. Additionally,
we believe Opdivo will continue to hold a market-leading position among immunooncology treatments, as the drug remains the top treatment option as a second-line
treatment for lung and other forms of cancer, and we believe it will still be successful in
combination therapy with Yervoy, another one of its drugs. We added to our position
during the quarter.
Another leading detractor was tobacco company Altria Group amid general weakness in
consumer staples during the quarter. Tobacco products had stronger-than-expected
volume growth in 2015, and the return to slight volume declines in the segment weighed
on the stock. However, we view this as reversion to normalcy rather than the beginning
of a concerning trend. We appreciate that the company has continued to maintain
pricing discipline and grow profits. We continue to like the holding within this portfolio for
the high level of free cash flow returned to shareholders.
Kroger also underperformed. Deflationary food prices have led to a more competitive
pricing environment among grocers. Kroger is also in the process of accelerating its
capital expenditures by adding more stores and remodeling existing stores. These
changes are being made at a time characterized by challenging fundamentals, which is
putting pressure on Kroger’s topline growth and profits. However, we believe this will
ultimately differentiate Kroger and widen its competitive advantage.
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Executive Summary
• Many benchmarks managed to
finish the quarter with gains
despite late-period volatility.
• The Fund underperformed its
benchmarks during the period.
• Despite investors’ more “riskon” mindset during the quarter,
we remain cognizant that
markets aren’t out of the woods
yet and believe that caution is
still warranted.
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While the aforementioned stocks detracted from performance,
we were pleased by the results of other companies in the
portfolio. Apple was the leading contributor to performance. The
European Commission’s ruling that Apple owes Ireland more
than $14.5 billion in back taxes weighed on the stock early in
the quarter. However, the stock was later boosted by the wellreceived launch of the company’s iPhone 7. Preliminary reports
show that sales of the newest smartphone model were better
than expected. We continue to believe that Apple has the
opportunity to differentiate itself from its competition through its
service business.
Another leading contributor was semiconductor company Texas
Instruments Inc. The company benefited as improved PC data
during the quarter contributed to stabilization for semiconductor
companies in general. The increased usage of semiconductors
in autos, which have stayed reasonably strong, has also aided

the stock’s performance. We also believe that the shift to
increased usage of Internet of Things applications will be a
tailwind for the company.
Microsoft was another top contributor. The stock was up after
the company announced positive earnings results and a betterthan-expected outlook for profit margins. Continued momentum
in Microsoft’s Azure platform, which is the second-largest cloud
provider of technology infrastructure, also aided performance.
Moreover, we believe Azure positions the company for
additional growth as businesses seek more cost-effective, cloudbased IT solutions. We also continue to like the way the CEO is
improving the company, including the decision to shut down
Nokia; we believe this highlights that management is focused
on doing what’s right for the company and not holding onto
assets that don’t make sense.

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

Outlook

outcome is also creating the potential for market volatility.

Despite investors’ more “risk-on” mindset during the quarter, we
remain cognizant that markets aren’t out of the woods yet and
believe that caution is still warranted. Moving into the end of
2016 and beyond, we believe that it’s possible that the U.S.
could begin to lead a recovery and, thereby, a normalization in
interest rates over time. However, there are concerns that
deflationary forces are picking up, which could put further
downward pressure on interest rates and thereby weigh on the
global economy. The upcoming U.S. election and unknown

Given the uncertainties in the outlook for the global economy,
we are marginally more cautious in our portfolio positioning.
Although there are areas of strength, there are also pockets of
weakness. We continue to look for companies where we have
the confidence in free cash flow supporting the dividend and
where there are internal initiatives that we believe will drive
profitable growth and could lead to an increasing dividend
over time.

Top Contributors and Detractors for the Quarter Ended 9/30/16
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Apple Inc

3.26

0.53

Bristol-Myers Squibb Co

1.20

-0.42

Microsoft Corp

3.52

0.42

Altria Group Inc

3.63

-0.30

Texas Instruments Inc

2.80

0.37

Kroger Co

1.24

-0.30

TE Connectivity Ltd

2.58

0.32

Hershey Co

1.17

-0.23

LyondellBasell Industries NV

2.67

0.24

Kimberly-Clark Corp

1.72

-0.14

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.
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Top Contributors

Top Detractors

Apple: One of the world’s largest mobile device and
computer makers, Apple has been the beneficiary of
incremental sales opportunities and increased penetration in
new geographies, mobile service providers and
product categories.

Bristol-Myers Squibb: We like the potential of the
company’s immuno-oncology franchise, headlined by Opdivo,
which is proving effective in treating an expanding number
of different cancers. We also believe the company’s focus on
selling “super-premium” products to the developed world
positions it better than many other
pharmaceutical companies.

Microsoft: The company develops, manufactures, licenses,
sells and supports software products. Microsoft offers
operating system software, server application software,
business and consumer applications software, software
development tools, and Internet and intranet software. We
believe the company is not being given enough credit for its
productivity tools and also its public and private
cloud offerings.
Texas Instruments: Texas Instruments has repositioned its
business to focus on the analog and other high margin
semiconductor sub-segments. The company’s asset light
strategy has allowed it to generate substantial free cash
flow, which it has returned to shareholders through dividends
and share repurchases.
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.
LyondellBasell Industries: The large chemical producer,
which converts liquid and gaseous hydrocarbon feedstock
into plastic resins and other chemicals, has had a cost
advantage since the primary input to its production process
is natural gas, a commodity that has experienced
considerable price pressure due to excess supply. We also
like the global supply/demand dynamics for ethylene, one of
the company’s primary products. Finally, we think
management is committed to improving shareholder value by
materially growing their dividend, buying back stock and
selectively investing in historically high return on invested
capital projects.

Altria Group: The tobacco company remains an attractive
holding given its historical ability to generate significant
levels of cash, a high percentage of which is returned to
shareholders via dividends and share buybacks. We think
despite declining cigarette volumes in the U.S., Altria’s cash
flows will grow moderately over time as the company
continues to improve margins and grow the
non-cigarette business.
Kroger: The company operates supermarkets and
convenience stores in the U.S. as well as manufactures and
processes some of the foods that its supermarkets sell. As a
best-in-class retailer they continue to gain market share with
private label brand expansions, their loyalty program and
better data analytics.
Hershey Foods Corporation: We feel the provider of
chocolate and confectionery products will demonstrate
better profit growth relative to peers due to a dramatically
improved product pipeline and strong marketing support,
which has led to solid organic sales growth in the U.S. The
company is also restructuring its manufacturing base in the
U.S., which should result in material cost savings. Finally, we
believe the investments in snack brand acquisitions and
international distribution capabilities will also contribute to
cash flow growth in the coming years.
Kimberly Clark Corp: Kimberly Clark produces paperbased consumer products. We appreciate the company’s
strong position in personal care products in emerging
markets; increased diaper usage per capital in these regions
continues to benefit Kimberly Clark. We also like the
company’s consistent free-cash-flow generation and its
strong dividend. The company also continues to innovate
after its shift from consumer tissue products to personal
care products, which is a higher margin 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 9/30/16 the top ten portfolio holdings of Janus Growth and Income Fund are: Altria Group Inc (3.62%), Microsoft Corp (3.52%), Apple Inc (3.26%), Texas
Instruments Inc (2.79%), US Bancorp (2.77%), Boeing Co (2.72%), LyondellBasell Industries NV (2.66%), McDonald's Corp (2.58%), TE Connectivity Ltd (2.58%)
and CME Group Inc (2.50%). 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.
S&P 500® Index measures broad U.S. equity performance.
Russell 1000® Growth Index measures the performance of those Russell 1000® companies with higher price-to-book ratios and higher forecasted growth
values.
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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