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Investment Environment
Major U.S. stock indices finished the second quarter mixed, with the final week erasing
many of the gains that had been achieved earlier in the three-month period. While the
S&P 500 Index achieved record highs, it did so in understated fashion as both volume
and volatility remained muted for much of the period. Earnings season largely exceeded
expectations, but enthusiasm was tempered as valuations were considered stretched
compared to long-term averages. Stocks were also aided by favorable economic data
that indicated the factors contributing to the winter slowdown were indeed transitory.
Employment data including nonfarm payrolls and wages exhibited renewed strength
during the spring. Partly as a consequence, key retail sales data hinted that consumers
were once again finding their footing as a source of broad economic growth. Crude oil
prices reset within a higher trading band and the dollar stabilized after its recent strong
period of appreciation. Both developments were highlighted by the Federal Reserve’s
(Fed) June statement, in which it said a potential increase of the Fed Funds rate during
the latter part of the year would be “appropriate.” Chairwoman Janet Yellen also
reiterated that any move would be data-dependent, thoughtful and measured. Negative
sentiment emanating from Europe – centering on Greece’s ability to meet its debt
obligations – impacted U.S. shares late in the quarter. Rising rates also negatively
impacted a number of interest rate sensitive stocks during the period.
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Executive Summary

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 period. 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. Although the Fund lagged during this
period, we think investing in companies that can grow their dividends and whose stocks
are less volatile than the overall market will drive better risk-adjusted performance longer
term.
Stock selection within the consumer discretionary and industrials sectors weighed most
on relative performance. Within the industrials sector, Union Pacific was our largest
detractor. Similar to other railroad companies, Union Pacific has suffered year-to-date
volume declines from the slowdown in the oil market and related lower transportation
needs. Coal and agriculture industry demands have also been softer. We remain positive
on the stock. The company continues to benefit from its large, profitable intermodal
freight business. Fundamentals remain attractive, and the company continues to
demonstrate a firm commitment to returning capital to shareholders with a healthy
dividend yield and stock buybacks.
We also had some stocks outside the industrials sector that were large detractors from
performance. TE Connectivity was the largest detractor. A weaker euro has had a
negative impact on the company’s substantial European business, but our long-term view
of the company remains positive. The company agreed to sell its broadband business
earlier in the year, which we believe will allow it to focus more closely on its core sensor
technology business, with the bulk of proceeds expected to be used to expand share
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• The S&P 500 Index notched
minimal gains during the
quarter.
• The Fund underperformed its
benchmark during the period.
• Stock valuations remain
relatively attractive in the
context of current low interest
rates and positive signs that
global economic growth
continues to stabilize.
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buybacks. The company also continues to offer a healthy
dividend yield.
DuPont was another detractor. The diversified materials
company successfully defeated activist investor Nelson Peltz’s
proxy fight to win seats on its board. Shares sold off on
concerns that there is now less pressure for aggressive cost
reductions or to break up the company to unlock unrealized
potential value. However, the company has introduced new
board members that we believe will maintain sharp focus on
capturing current untapped gains from its businesses. The
company also has been affected by softness in the agriculture
cycle, a sector where we see a number of interesting
developments, such as ongoing consolidation, which could
highly value DuPont’s Pioneer business, a leading developer
and supplier of plant genetics to farmers. Its dividend yield also
remains attractive.
While disappointed with the performance of some of our
holdings, we continued to be impressed with the results of
many other companies in our portfolio. LyondellBasell Industries
was the largest individual stock contributor. Prices for many of
the petrochemicals the company produces are tied to oil prices,
which had weighed on the stock at the end of 2014. However,
prices for the feedstocks Lyondell uses to create ethylene and
some of its other chemicals have also declined, leading to
better profit margins than the market initially expected. The
bounce back in oil prices this quarter also allowed chemical
producers to raise ethylene prices, which was further supportive
for margins. In addition, concerns around the recent CEO

transition began to dissipate, with current management
continuing to demonstrate its commitment to returning
shareholder capital through an increased dividend and stock
buybacks.
Pharmaceutical firm AbbVie was a large contributor to
performance. The stock gained part because the company has
further explained how it will use patents to defend its
intellectual property behind Humira, the company’s largest drug.
Recent developments in litigation concerning biosimilar
competition for Humira have also pushed out the timeline for
when it appears AbbVie will face biosimilar competition. The
stock has also gained as the market has received confirmation
the company is diversifying its product pipeline so that future
revenues are less dependent on Humira. We like the potential
for Imbruvica, a blood cancer drug AbbVie acquired from
Pharmacyclics and the company’s treatment for hepatitis C.
Along with these existing drug franchises, we also like the
potential for several drugs that are under development by the
company.
Eli Lilly was also additive to performance, gaining on favorable
pipeline developments. The pharmaceutical company has
substantially invested in its drug research and development, and
now has a number of promising therapies in Phase III trials,
including new treatments for diabetes, Alzheimer’s and
cardiovascular disease. Its animal health business, Elanco, is
also an attractive area of growth for the company, one that has
increased in scope with its recent acquisition of Novartis Animal
Health.

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

Outlook
We believe stock valuations remain relatively attractive in the
context of the current market environment. Global economic
growth continues to strengthen, with steady, if slow, gains in the
U.S. and positive signals finally emerging from Europe, issues in
Greece notwithstanding. China also seems to be navigating its
economic slowdown reasonably well.
The U.S. labor market continues to gain on the employment
front with indications that companies are beginning to increase

wages as well. The housing market is improving, and consumer
spending continues to increase with strong demand for
automobiles and other big-ticket items – all further evidence
that the economy is on stable footing. Against this backdrop, it
seems likely the Federal Reserve will begin raising interest
rates later this year. This would be a positive signal that the
economy is once again normalizing and should be supportive
for stocks, though any dramatic, unexpected rate jump would
probably prove to be disruptive short term.
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Top Contributors and Detractors for the Quarter Ended 6/30/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

LyondellBasell Industries NV

3.22

0.54

TE Connectivity Ltd

2.69

-0.29

AbbVie Inc

2.52

0.33

Union Pacific Corp

2.28

-0.28

Eli Lilly & Co

2.31

0.30

EI du Pont de Nemours & Co

2.45

-0.27

Aetna Inc

1.78

0.29

Enterprise Products Partners LP

2.40

-0.21

Blackstone Group LP

3.29

0.27

Boeing Co

2.77

-0.21

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

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
paying out one-time special dividends, buying back stock
and selectively investing in high return on invested capital
projects.

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. We
also appreciate the company’s healthy dividend and stock
buyback program.

AbbVie: The research-based pharmaceutical company
produces drugs for specialty therapeutic areas such as
immunology, chronic kidney disease, hepatitis C, women's
health, oncology and neuroscience. We like AbbVie for its alloral regimen to treat hepatitis C, and are also excited about
the potential for Imbruvica, a cancer treatment for various
types of leukemia that AbbVie acquired from Pharmacyclics.
Additionally, we like the potential for several other drugs in
late-stage development from AbbVie.
Eli Lilly: Eli Lilly offers a rare combination of cost-driven
margin expansion and a differentiated and diverse new
product cycle. The company is launching a number of novel
therapeutics from now through 2018, several of which we
believe have multi-billion dollar annual sales potential;
among these are a potential first-in-class treatment for
Alzheimer’s disease, a potential best-in-class oral treatment
for breast cancer, and a novel agent for migraine headache
prevention. In addition, Lilly boasts one of the fastest
growing Animal Health companies in Elanco, and is
integrating the recent acquisition of Novartis’ Animal Health

Union Pacific: We like the railroad operator for its strong
competitive moat and significant barriers to entry that may
lead to sustainable and consistent pricing power. Steady
volume growth and ongoing operating improvements are
also additive. Collectively, we think these factors should
enable the company to produce visible, significant earnings
growth over the coming years.
DuPont: DuPont is a diversified materials company. We like
its significant presence in emerging markets, as well as its
reasonable valuation and high dividend yield. In our opinion,
DuPont has a good track record of investing prudently in
research and development to drive value through
innovation. We also like the company’s intense focus on cost
and capital control.
Enterprise Products Partners: The master limited
partnership owns assets that are part of the midstream
energy value chain and includes interstate and intrastate
natural gas transportation, natural gas gathering and
processing, natural gas storage, and natural gas liquids and
crude oil transportation among others. We like EPD for its
high dividend and appreciate that management is seeking to
lower business risk by requiring more fixed fee contracts
rather than variable ones.
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Top Contributors (continued)

Top Detractors (continued)

business. We believe this business has the potential to be a
significant contributor to margins and shareholder returns.

Boeing: The aircraft manufacturer should benefit from
continued growth in air travel, which is outpacing global
economic growth due to travel in emerging markets, and a
world fleet of planes that is aging. Additionally, the company
has a backlog of seven years of production. We also
consider the company’s defense business to be reasonably
stable relative to competitors and should generate modest
growth.

Aetna: A diversified health care benefits company, Aetna
offers a range of traditional and consumer-directed health
insurance products and related services. We view the advent
of health insurance exchanges as an opportunity, not a
threat, to Aetna given its low exposure to the individual and
small group market, strong brand and potentially low-priced
offerings. Additionally, we believe the company will build its
market share in the large group business market through its
industry-leading accountable care solutions (ACS) initiative,
which allows companies to lower the cost of management
for employees. Finally, we think the company is effectively
deploying capital, as evidenced by technology investments to
handle increased demand from its ACS business and its
acquisition of fellow insurer Coventry Health.
Blackstone Group: A global alternative asset manager,
Blackstone manages corporate private equity funds, real
estate funds, credit funds and other investment vehicles. We
consider Blackstone an elite alternative asset manager that
should be able to continue to grow its assets under
management, driven by strong historical performance,
demand for its existing strategies, and likely continued
success in adjacent strategies and asset classes. We believe
the company’s cash flows could rise materially as investment
gains and related performance fees increase.
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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 6/30/15 the top ten portfolio holdings of Janus Growth and Income Fund are: Apple Inc (3.87%), Blackstone Group LP (3.24%), LyondellBasell Industries
NV (3.17%), US Bancorp/MN (2.99%), Johnson & Johnson (2.94%), Altria Group Inc (2.85%), Boeing Co (2.72%), TE Connectivity Ltd (2.65%), Microsoft Corp
(2.63%) and AbbVie Inc (2.48%). There are no assurances that any Janus portfolio currently holds these securities or other securities mentioned in this
commentary.
The opinions are as of 6/30/15 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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