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Janus High-Yield Fund

Investment Environment
High-yield spreads narrowed through much of spring, reaching year-to-date lows, prior
to selling-off and ending the quarter essentially unchanged. Broader fixed income
markets largely retreated, influenced by a combination of improving U.S. data and
uncertainty about the path of global monetary policy. The volatility that characterized
markets during the winter initially subsided in early spring, only to flare up as the period
closed. After first quarter gross domestic product and the March employment report
disappointed, economic data rebounded over the ensuing two months. In June, the
Federal Reserve (Fed) stated that it would be appropriate to raise rates during the latter
part of 2015. Yet, it reiterated that any move would be data dependent and gradual.
Overall, the Fed reinforced its bias of ensuring that sustained growth takes hold. The
U.S. Treasury curve steepened over the quarter, with yields on the 10- and 30-year
reaching levels not visited since last autumn. After dipping to 1.85% in early April, the 10year yield nearly hit 2.50% in June.

Portfolio Manager:
Gibson Smith

Portfolio Manager:
Darrell W. Watters

Performance Discussion
The Fund outperformed its benchmark, the Barclays U.S. High Yield Bond Index, during
the period. Outperformance was driven largely by our security selection, followed our
yield curve positioning, within corporate credit. Our allocation to out-of-benchmark bank
loans – partly driven by spread carry, a measure of excess income generated for holding
securities – also contributed to relative performance.
We remain committed to a bottom up, fundamental investment approach, which we
believe is especially advantageous in environments such as we find ourselves today. In
our shift to a more defensive posture, we are seeking to identify high-yield corporate
bonds of higher-quality companies committed to strengthening their capital structures
and are thus candidates for a possible ratings upgrade. Throughout the quarter, we
maintained a duration lower than that of the benchmark.
On the sector level, the leading relative contributor to outperformance was our metals
and mining holdings. Driving returns were both our significant underweight versus the
benchmark – evidence that, which securities we choose to avoid is equally important as
those we choose to hold – and our selection of the securities that we continued to own
within the sector. Also contributing to performance was our underweight of wireline
communications.
Our tactic of security avoidance was also on display on the issuer level, with the leading
contributor to Fund performance being our zero weighting to benchmark component
Peabody energy. In our view, coal miners face both daunting regulatory challenges in
addition to stiff competition from natural gas, a commodity whose prices have remained
under intense pressure for a sustained amount of time.
Also contributing to outperformance was ADS Tactical, a provider of military gear. We
believe that ADS stands to benefit as the Department of Defense moves toward a
streamlined procurement process favoring vendors of choice. Our out-of-benchmark
holding of Templar Energy helped spur relative gains as well. The company is owned by
well-reputed energy investor First Reserve and conducts exploration and production
activities within the mid-continent region. We are attracted to management’s low use of
leverage and believe the company is an attractive candidate for an initial public offering.
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Executive Summary
• Outperformance was driven by
a combination of security
selection, yield-curve
positioning and asset allocation
across the portfolio.
• In keeping with our focus on
risk-adjusted returns, we have
assumed a more defensive
positioning given uneven
economic progress, uncertainty
on rate hikes and illiquidity.
• Given our cautious stance, the
Fund currently favors higherquality issuers with robust
balance sheets.
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While most asset classes included in the Fund aided
outperformance, an exception was our out-of-benchmark
exposure to commercial mortgage backed securities (CMBS).
On the sector level, retailers weighed on relative results, as did
our underweight of oilfield services companies. The sector
experienced a rebound after having been under pressure during
the recent period of declining drilling activity.

On an issuer level, the largest relative detractor was QS
Wholesale, the maker of the outdoor lifestyle apparel brand,
Quiksilver. After strategic missteps by previous management, a
new team, led by the company’s founder, was brought in during
the second quarter. The company is seeking to sell its
European headquarters, an attractive asset and whose sale
could potentially double the company’s liquidity, in our view.

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

Outlook
Multiple factors currently have the potential to impact the fixed
income environment and high-yield corporate credit in
particular. Chief among them is the timing and pace of the
Fed’s rate hikes and the pressure such a move would put on
high-yield bonds with longer durations. We are also concerned
with relevered corporate balance sheets, large amounts of new
issuance and market illiquidity. Evidence of some investors
putting the hunt for yield over capital preservation can be seen
in the weakening of covenants of new many issuances.
Data suggest that the central bank is achieving its dual
mandate. Strong gains in payrolls have resumed and wage
growth has shown signs of accelerating. The steadying in the
U.S. dollar after its rapid appreciation also aids the inflation
outlook as continued gains in the currency would have made
foreign products cheaper, thus keeping a lid on prices.
The dollar, however, remains one of our wild cards.
Deterioration in the Greece dispute or a deceleration in nonU.S. economies could send investors fleeing back toward dollardenominated assets, forcing a resumption in the currency’s
march upward. This could pressure earnings of U.S.
multinationals. In a nod to such scenarious, the Fed has
acknowledged that international developments are being
considered as it charts its path forward.
The winter slowdown does not affect our full-year outlook. We
expect growth to catch up over the second half of 2015.
Continued patches of softness may cause the Fed to delay its

initial rate hike past the widely assumed September lift-off, but
in our view, rates will rise – albeit cautiously – this year. We
believe that better-than-expected growth is not priced into the
fixed income market. That concerns us, especially as any
catalyst for a sell-off, in our view, would be especially felt within
the high-yield space.
We are mindful that we are quite possibly nearing the end of a
credit cycle. Merger and acquisition activity, share buybacks,
and debt issuance are up. We are also concerned with the
potential for sustained periods of elevated volatility, which we
consider suppressed by continued fixed-income inflows.
Alarmingly low levels of liquidity are a risk factor that we are
taking seriously. We believe that less liquid pockets of the
market such as high-yield credits are especially vulnerable.
Should an illiquidity event occur, we want to be a provider of
liquidity.
Over the past quarter we have sought to reduce risks in our
portfolio and expect to maintain this defensive posture as the
aforementioned risk factors play out. We are holding larger
amounts of cash than normal as any draw-downs that could
occur are best paid out of cash rather than selling into a
possible vacuum. Securities that have a sufficient amount of
yield cushion to continue to compensate investors in the event
of falling prices are also favorable to us. We have not seen such
a confluence of potentially adverse forces in fixed income
markets for several years. Our binding principle of capital
preservation is of utmost importance as we navigate the choppy
waters ahead.
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Top Relative Contributors and Detractors by Issuer for the Quarter Ended 6/30/15
Top Contributors

Average
Weight (%)

Relative
Contribution (%) Top Detractors

Average
Weight (%)

Relative
Contribution (%)

ADS Tactical Inc

2.02

0.09

Quiksilver Inc/QS Wholesale

0.92

-0.22

Templar Energy

0.81

0.09

Syncreon

0.37

-0.06

Oxbow Carbon &mineral

0.50

0.08

Simmons Foods Inc

1.09

-0.05

CommScope Inc

1.12

0.07

Chesapeake Energy Corp

1.46

-0.04

Endeavor Energy Resources

1.30

0.06

C&s Group Enterprises Llc

0.58

-0.04

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.

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 High-Yield Fund are: ADS Tactical Inc (2.09%), Landry's Inc (1.64%), Blackboard Inc (1.55%), XPO
Logistics Inc (1.30%), CommScope Technologies Finance LLC (1.25%), FAGE Dairy Industry SA / FAGE USA Dairy Industry Inc (1.24%), SUPERVALU Inc
(1.24%), Kennedy-Wilson Inc (1.19%), PF Chang's China Bistro Inc (1.18%) and CommScope Holding Co Inc (1.16%). 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.
For fixed income portfolios, relative contribution is calculated by rolling up securities by issuer and comparing the daily returns for securities in the portfolio relative
to those in the index. Relative contribution is based on returns gross of advisory fees, and may differ from actual performance.
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.
Fixed income securities are subject to interest rate, inflation, credit and default risk. The bond market is volatile. As interest rates rise, bond prices
usually fall, and vice versa. The return of principal is not guaranteed, and prices may decline if an issuer fails to make timely payments or its credit
strength weakens.
High-yield/high-risk bonds, also known as ”junk” bonds, involve a greater risk of default and price volatility than U.S. Government and other high
quality bonds. High-yield/high-risk bonds can experience sudden and sharp price swings which will affect net asset value.
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.
Barclays U.S. Corporate High Yield Bond Index measures the US dollar-denominated, high yield, fixed-rate corporate bond market.
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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