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Janus Growth and Income Fund

Investment Environment
The building pressure in U.S. and global equities in late 2015 erupted into a broad-based
sell-off in January and February. Once again, a chief concern was the fear of slowerthan-expected growth in China, the world’s second-largest economy. The negative
sentiment was also reflected in weakness in energy markets, with the U.S. benchmark
for crude oil dipping to levels not seen in over a decade. The outlook for stocks was not
helped by weak manufacturing data and an underwhelming holiday season for retailers.
Later in the quarter, markets regained confidence, with both stocks and crude retracing
earlier losses. Headline employment data remained solid, but doggedly weak wage
growth caught the attention of central bankers. Accordingly, at its March meeting, the
Federal Reserve (Fed) lowered its projected forecast for interest rate hikes. The market
interpreted this step as favorable for risk assets. Despite the March rally, defensive
sectors, including telecommunications and utilities were among the quarter’s biggest
gainers. Financial and health care stocks lagged the broader market.
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Performance Discussion
The Fund outperformed 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. 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 over the long term. This quarter we saw
encouraging signs from a number of companies in our portfolio that further
strengthened our conviction in the stability of their business models and their ability to
continue growing free cash flow over time.
Mattel was a top contributor to performance. The stock has continued to rise as
management demonstrates more progress on its turnaround plan and what we believe
to be better innovation in both products and marketing. Lately we have been impressed
by the company’s ability to tie new toys to larger media events such as movie releases,
and have also been impressed by innovation around the company’s key Barbie brand.
We’ve also been impressed by execution on the company’s cost-savings program and
margin improvement in recent quarters. While we like the company, we sold the position
because the tax treatment of the company’s dividend is no longer appropriate for
this strategy.
Verizon Communications was another top contributor. High dividend payers such as
Verizon were in favor in a more defensive market environment. However, the company’s
ability to grow its subscriber base even as industry competition intensifies has also been
impressive. We continue to like the company and see potential for it to continue
improving margins and returning more cash to shareholders.
Altria Group, another stock with a high dividend yield, also performed well in the
defensive market environment. Volume growth for the tobacco company has not
deteriorated the way some feared, and the company has continued to maintain pricing
discipline and grow profits. We continue to like the holding within this portfolio for the
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Executive Summary
• U.S. large-cap growth equities
notched minimal gains but
stocks were volatile during the
quarter.
• The Fund outperformed its
benchmarks during the period.
• Going forward, we believe the
backdrop in U.S. large-cap
growth equities remains
positive for stock picking.
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high level of free cash flow returned to shareholders.
While pleased with relative performance this quarter, we still
held stocks that detracted from results. Eli Lilly was our largest
detractor. Negative sentiment surrounded the health care
sector in the first quarter, due in large part to political rhetoric
about controlling drug prices, and Eli Lilly’s stock was not
immune to the health care sector’s sell-off. However, we do not
believe any of the company’s underlying fundamentals have
changed. We still like some of the drugs in the company’s
pipeline and also like the company’s high dividend yield.
Boeing was another detractor. The company’s guidance was
lower than expected, leading to fears that the commercial
aircraft cycle had peaked. We think the decline was temporary,
and due to Boeing’s product transitions to next generation

platforms. Over the long term, we think some of the
technological advancements taking place with new airplanes
are poised to make replacing fleets more attractive to airliners.
Beyond industry dynamics, we continue to be encouraged by
Boeing’s focus on improving margins, and like the company for
its high dividend.
Finally, JPMorgan was another detractor. A weaker economy
suggests that interest rates may not rise as quickly as
anticipated heading into the year, which could leave banks’ net
interest margins lower. Capital markets activity has also been
weak, which weighed on JPMorgan. None of these near term
issues affect our long-term view of the company. We think the
management team has demonstrated an ability to manage the
bank well in lean times, and that the company’s valuation is
attractive at these levels.

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

Outlook
While the economy is growing at a slow clip, we remain
constructive on U.S. equities. Given slow growth and cautious
statements from the Federal Reserve, we expect monetary
policy to remain accommodative and for interest rates to remain
low this year. That backdrop is often favorable for growth
equities and dividend-paying areas, two areas of the market in
which we tend to focus.
While we are positive on a broad basis, the current environment
creates varying outlooks for different sectors. In our view, the

outlook for industrial companies, many of which have growth
prospects tied to energy companies or to emerging markets,
remains weak. Within the energy sector, we are still not
stepping in and buying stocks as we believe the low oil price
environment is not over. In our view, the recent rebound in oil
was due largely to market-driven short covering.
We are most positive on the consumer discretionary sector,
where companies are benefiting from improved U.S. consumer
spending power at a broad level, and at the company level,
select companies are also benefiting from
value-creating innovation.

Top Contributors and Detractors for the Quarter Ended 3/31/16
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Mattel Inc

0.00

0.36

Eli Lilly & Co

2.05

-0.34

Verizon Communications Inc

2.08

0.33

Boeing Co

2.71

-0.33

Altria Group Inc

3.72

0.30

JPMorgan Chase & Co

1.76

-0.19

Sysco Corp

1.87

0.26

Colony American Homes

0.31

-0.15

Omnicom Group Inc

2.04

0.20

US Bancorp

2.81

-0.13

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.

Page 2 of 4

Janus Growth and Income Fund
1Q16 PORTFOLIO COMMENTARY

Top Contributors

Top Detractors

Mattel: The company is a leader in the design, manufacture
and marketing of toys and family products. We believe new
leadership at the company will improve operations and also
help refocus Mattel on improving innovation among its core
brands. We also like Mattel for its historically high dividend
payment. We exited the position because the tax treatment
of the company’s dividend is no longer appropriate for
this strategy.

Eli Lilly: After a period of having a thin product pipeline at
pharmaceutical giant Eli Lilly, the opposite is now true, and
the market is recognizing it. The ramp up in research and
development has resulted in several treatments in phase 3
of trials. In addition to a promising oral breast cancer drug,
potential products include therapies addressing heart
disease, migraines, diabetes and Alzheimer’s.

Verizon Communications: Verizon Communications Inc. is
an integrated telecommunications company that provides
wireline voice and data services, wireless services and
Internet services. We think Verizon will continue to benefit
from consumers’ increasing demand for wireless data and
content which combined with improving cost management
on its wireline business should lead to growing profits and
an increasing dividend over time.
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., cash flows
should remain stable for Altria.
Sysco Corp: Sysco Corp. is an American multinational
corporation involved in marketing and distributing food
products to restaurants, health care and educational
facilities, hotels and inns, and other food service and
hospitality businesses. We believe the company is poised to
benefit from increased U.S. restaurant sales. The company is
also seeing the benefit of some large-scale technological
investments. We believe margins are also poised to improve
as the costs of some of these investments are now behind
the company.
Omnicom Group: Omnicom Group is an advertising and
marketing holding company whose agencies and networks
operate internationally. We believe that as media complexity
continues to increase, the role of agencies will become more
relevant in assisting advertisers.

Boeing Co.: 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.
JPMorgan Chase: JPMorgan Chase provides global
financial services and retail banking. We think the major U.S.
bank continues to gain market share as a result of
investments it has made in its various businesses in recent
years. We also appreciate its diversified mix of what we
believe to be quality businesses, international exposure and
potential for further significant capital return to shareholders.
Colony American Homes: Colony American was a private
holding that was written down after the company’s merger
with Starwood Waypoint Residential Trust during the quarter.
We like the outlook for the combined company, which we
believe will benefit from rising rent prices and improved
occupancy rates among rental homes.
U.S. Bancorp: We continue to appreciate this bank as we
believe it is both efficient and one of the best-managed
regional banks. We like that the company has been
conservative around credit, pays high dividends and bought
back stock through the years. We also like the company’s
exposure to the payments industry and the wealth
management industry, two high returning businesses
for banks.
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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 3/31/16 the top ten portfolio holdings of Janus Growth and Income Fund are: Altria Group Inc (3.66%), Microsoft Corp (3.38%), Apple Inc (3.20%),
LyondellBasell Industries NV (2.88%), US Bancorp (2.77%), Texas Instruments Inc (2.71%), Boeing Co (2.67%), TE Connectivity Ltd (2.62%), McDonald's Corp
(2.53%) and AbbVie Inc (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 3/31/16 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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