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Investment Environment
The volatility that marked the end of 2014 carried over into the first quarter. Growth data
outside of the United States remains muted. China’s fourth quarter GDP expanded at a
lower-than-expected 7.3%, well below its 25-year average. Conditions in Europe
contributed to market angst as prices within the eurozone dipped deeper into
deflationary territory. Sentiment toward the region was also hindered by the victory of
Syriza, an anti-austerity party, in Greece’s parliamentary election. European stocks
regained favor upon the European Central Bank’s (ECB) announcement that it would
christen its own version of quantitative easing by purchasing 60 billion euros in bonds
monthly for a total exceeding 1 trillion euros. As a consequence, yields on many shortand mid-term bonds of eurozone nations entered negative territory, making the region’s
stocks highly attractive on a relative basis. The corresponding decline of the euro has
seen the common currency shift from being priced at a premium on a purchasing-powerparity basis, to a discount. This has helped boost corporate confidence, especially with
export-centric German manufacturers. While the geopolitical noise surrounding Greece
has subsided, for now, concerns still remain with Turkey and Russia. The Petrobras
scandal has cast a pall over Brazil. Partly due to this, we have exited our Latin American
positions.
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Performance Discussion
For the quarter, the Fund outperformed its primary benchmark, the MSCI EAFE Index,
and its secondary benchmark, the MSCI All Country World ex-U.S. Index. Our strategy
focuses on finding companies with strong fundamentals that are trading at attractive
valuations relative to what we consider their future growth potential. We believe our
approach will provide superior risk-adjusted performance long term.
Contributing to quarterly performance was our selection of information technology and
health care stocks. While merger and acquisition activity fueled health care gains, new
drug developments were responsible for gains in two of our leading contributors. Novo
Nordisk of Denmark saw its stock rise as it refiled an application with the U.S. Food and
Drug Administration (FDA) for its long-acting insulin therapy. There had been setbacks
in its prior filing for approval so the market took the recent action as a signal that many
of the FDA’s concerns have been resolved and the product may be coming to market
sooner than had been expected. The U.S. is the most profitable market for insulin, and a
drug of this type has been a gap in Novo Nordisk’s U.S. lineup.
Japanese drug maker Eisai rose on the enthusiasm surrounding Biogen Idec’s potential
breakthrough Alzheimer’s disease drug. Eisai had formed a unique partnership with the
U.S. biotech company, allowing it to have the option to help develop and market the drug,
eventually taking a significant stake in the economic performance of the new therapy. As
Biogen’s data were increasingly encouraging and market expectations for accelerated
approval rose, Eisai elected to exercise its participation. Interestingly, as shares of
Biogen surged, those of Eisai notably lagged as the market did not fully grasp that the
company represented a lucrative way to gain exposure to this possible blockbuster drug.
Gains in German automotive giant Volkswagen also contributed to quarterly
performance. Recent developments are shaping up to be validation of the investment
thesis which originally led us to favor the stock. Clearly the rapidly depreciating euro has
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Executive Summary
• Equity volatility early in the
quarter gave way to solid
returns in Europe and Japan.
• Our selection of health care and
information technology stocks
were the largest relative
contributors.
• Our consumer discretionary and
consumer staples holdings
detracted most from relative
returns.
• We expect growth in 2015 to
surprise to the upside, with
gains driven by Chinese
stimulus and European exports.
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provided a tailwind for exports as the carmaker’s products are
more competitively priced outside the eurozone. Economic data
showing signs of a nascent recovery within Europe also bode
well for the region’s largest car manufacturer. As that occurs,
we believe that the company’s improved cost-cutting efforts
and operational efficiencies, as evidenced by new platforms
upon which multiple vehicle models can be built, will lead to an
acceleration in earnings growth.

traders react to weekly data, which is being skewed by
exaggerated year-on-year comparisons. We believe that Melco,
by contrast, is well positioned given that it is owns one of only
two new hotels that will open in Macau later this year. This new
property should drive revenue growth, in our view. Also the
company focuses on the “mass market” and “premium mass
market” rather that the VIP segment, which has been acutely
affected by the anti-corruption crackdown.

Two other contributors are Asia-focused financial services
companies. Insurer AIA Group reported earnings that exceeded
market expectations on the back of continued progress in
developing new business in Asia. Even with the recent gains in
stock price, we see potential upside as we expect that
management can expand operating margins. Japan’s Seven
Bank also contributed, but not solely due to its Asian business.
Instead, the market expects that the bank is in a prime position
to take over the contract for operating ATMs in the U.S. stores
of its parent company, 7-Eleven. What’s more, Seven Bank may
be able to acquire the assets of the existing ATM contractor on
favorable terms. Given the run-up in price we have reduced our
position as we believe prices are nearing fair value.

Profit taking likely also played a role in the underperformance
of Chinese e-commerce giant Alibaba. Some investors were
flustered when the company reported mixed operating trends
on usage and other metrics. We view the situation as somewhat
analogous to the post-IPO environment of Facebook when a
short-term mentality led to an overreaction to every data point,
good or bad. These reactions overwhelmed the solid long-term
thesis that attracted us to Alibaba in the first place. The
Chinese e-commerce market is massive and the company has
become the de facto platform for online transactions.

Detracting from relative performance were our consumer
discretionary and consumer staples holdings. On an individual
company basis, three of our leading detractors are consumer
discretionary names. NGK Spark Plug of Japan weighed most
on quarterly returns. The stock’s performance was likely a
consequence of profit taking after having come closer to what
the market construes as fair valuation. Operationally, the
company reported encouraging results during the quarter,
namely dramatically reduced losses in a business division that
had been a drag on earnings for quite some time.

Luxury goods company Richemont’s underperformance was
likely due to continued tepid revenue growth in emerging
markets, which had been a primary driver for much of the past
decade. While China’s growth rate remains at levels that would
make any developed market envious, luxury sales in the country
have been acutely affected by the ongoing government
crackdown on corruption, which has taken conspicuous
consumption out of vogue. A deep recession in another key
emerging market, Russia, along with the collapsing ruble, has
also been a significant headwind for luxury purveyors. More
broadly, the ascent of the U.S. dollar at the expense of several
emerging market currencies has, in our view, cooled investor
sentiment toward luxury stocks.

Also weighing down the consumer discretionary sector was
gaming company Melco. The company faces headwinds in its
Macau-focused business as China’s economy has decelerated
and the government continues its crackdown on corruption,
which has, for now, doused cold water on extravagant spending.
The market has also punished gaming stocks as short-term

As the third-largest copper producer and largest supplier of
seaborne thermal coal, Glencore underperformed during the
quarter due to ongoing weakness in the underlying
commodities. We believe that both copper and thermal coal
prices are in the process of bottoming and Glencore is best
positioned to create value in the next up cycle.

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

Outlook
We are in the camp that global growth will surprise to the
upside, especially during the year’s second half. In our view, we
expect China to be a key driver as it reverses earlier steps to
keep a lid on the housing sector. It is our belief that cyclicals,
namely materials and commodities, stand to benefit from
China’s stimulative efforts. Another contributor to our bullish
outlook is Europe. We are beginning to see signs of a

potentially sustained recovery. Not only is a diminished euro a
tailwind for the region’s companies, but also long overdue
restructuring efforts have increased the corporate sector’s
operating leverage. This development should lead to operating
margins expanding from current lows, spurring robust earnings
growth. Ironically, it is in the region’s cyclicals that one sees the
deepest discounts on a price-earnings basis, but it is these
names that stand to benefit most from an economic rebound.
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We have a positive view on German industrials as well as Italian
banks. Recent reforms undertaken in Italy address the country’s
highly fragmented financial sector and could finally facilitate
efficiency-enhancing consolidation. Despite this positive
development, along with expected improving loan demand
throughout the eurozone, banks face headwinds in the form of
low-to-negative interest rates, which, according to our analysis,
should depress the sector’s earnings.

With the government cajoling public pension funds to load up
on stocks, and similar measures undertaken by the Bank of
Japan, the supply/demand dynamics of the equities market
remains supportive, in our view. While Australian stocks have
not moved much in U.S. dollar terms, valuations remain elevated
in local currency. As a consequence we are very much
underweight the country.

Although both inflation and GDP expectations remain soft in
Japan, we believe the environment is favorable for equities.

Top Contributors and Detractors for the Quarter Ended 3/31/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Volkswagen A.G.

3.39

0.56

NGK Spark Plug Co., Ltd.

3.02

-0.40

Novo Nordisk A/S - Class B

2.02

0.46

Melco International Development Ltd.

0.71

-0.36

AIA Group, Ltd.

3.20

0.41

Alibaba Group Holding, Ltd. (ADR)

0.99

-0.25

Seven Bank, Ltd.

0.80

0.38

Cie Financiere Richemont S.A.

2.25

-0.25

Eisai Co., Ltd.

0.00

0.35

Glencore Xstrata PLC

2.28

-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

Volkswagen: A manufacturer of economy and luxury
automobiles, sports cars, trucks and commercial vehicles for
sale worldwide, Volkswagen models include the Passat, Golf,
Cabrio, Jetta, GTI and Beetle, among others. Volkswagen
also owns Audi, Porsche, Seat and Skoda, which
manufacture and sell cars in Spain and in Southern and
Eastern Europe, and Lamborghini, which makes sports cars
in Italy. We believe the market is underestimating the
company’s earnings potential as the European auto market
continues to recover. The company is gaining market share
and reducing costs through its shared manufacturing
platform in which diverse models can be manufactured at
the same plant and a core matrix of components are used
across models that share the same engine orientation.

NGK Spark Plug: The Japan-based company manufactures
spark plugs for automobiles, motorcycles, agricultural
machinery, ships and aircraft. NGK also makes ceramic
products for semiconductor and telecommunications
equipment. We like the company’s spark plug business,
which benefits from limited competition globally and steady
growth due to tightening emissions standards globally and a
shift by motorcycle manufacturers to adopt fuel injection
technology, both of which result in higher demand for spark
plugs. Approximately 70% of its sales are for replacement
use, which provides high recurring revenues, and with a high
percentage of its production in Japan and sales in exports,
further weakening of the yen relative to the dollar will benefit
NGK. We also appreciate management’s plans to exit its
money-losing integrated circuit packaging business to focus
on its core business.

Novo Nordisk: The Denmark-based pharmaceutical
company focuses on diabetes care and offers insulin
delivery systems and other diabetes products. We appreciate
the company’s position in a market with limited competition,
rational pricing and long-term growth prospects, given the
growing prevalence of diabetes.

Melco International Development: The Hong Kong-listed
gaming operator is well positioned in Macau, China, to
benefit from growth in Chinese tourism and gaming, in our
view. We believe Melco is continuing to increase its market
share and owns a dominant market position in the premium
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Top Contributors (continued)

Top Detractors (continued)

AIA Group: The company offers insurance and investment
products to individuals and businesses in the Asia-Pacific
region. As emerging market consumers grow their wealth,
we think AIA is poised to benefit as more of these
consumers seek insurance products to preserve that wealth.
We also like the potential of management to grow the
business in underpenetrated regions.

mass gaming market, its highest-margin business.

Seven Bank: Seven Bank provides banking services mainly
through ATMs across Japan. We appreciate the company’s
dominant market position, including operating ATMs in all
the stores of its parent, Seven Eleven Japan. Seven Bank
has historically generated high returns on invested capital
and is well positioned to benefit from Seven Eleven’s efforts
to consolidate the convenience store industry in Japan, in
our view. Additionally, we think the company will benefit from
high daily transaction volume as a result of the Bank of
Japan’s aggressive quantitative easing.
Eisai: The Japan-Based, global pharmaceuticals company
develops and markets therapies addressing several high,
unmet medical needs. Its cancer treatment Halaven, has
already been approved in 53 countries, and the company’s
epilepsy product has been approved in the U.S. and is in
Phase 3 studies in major Asian markets. We are attracted to
the company’s concentration on addressing Alzheimer’s
disease and other dementia-related illnesses, one
component of which is the joint development and
commercialization agreement it entered into with Biogen
Idec. We are also pleased with management’s commitment
to lowering debt levels while at the same time, sustaining
research and development expenditure.

Alibaba: The company is the leading player in Chinese ecommerce, focusing primarily as a third-party marketplace.
Alibaba is successful in business-to-consumer (both big
brands and smaller merchants), consumer-to-consumer and
business-to-business e-commerce. We like how the
company’s revenues are generated by a 2.5% commission
on every transaction on its network. During its existence, the
company has essentially become the de facto transaction
platform for Chinese commerce.
Richemont: We believe the Switzerland-based luxury watch
and jewelry company’s strong Cartier brand will give it
competitive advantages in the high-growth Chinese market,
and the company will benefit from a global trend of
consumers migrating to trusted names.
Glencore: One of the world’s largest global diversified
natural resource companies and a major producer and
marketer of more than 90 commodities, Glencore’s
operations comprise over 150 mining and metallurgical sites,
oil production assets and agricultural facilities. We believe
the Anglo-Swiss company is the best positioned among
major mining companies based on its relatively strong
balance sheet and lack of capital commitments to pick up
assets that other mining companies seek to sell as part of
efforts to reduce debt levels. We also consider Glencore’s
management to be superior to peers and that it can
generate more savings from its 2013 merger with Xstrata
than the market expects.
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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 3/31/15 the top ten portfolio holdings of Janus International Equity Fund are: Volkswagen A.G. (3.29%), AIA Group, Ltd. (3.09%), NGK Spark Plug Co., Ltd.
(2.92%), Prudential PLC (2.64%), Panalpina Welttransport Holding A.G. (2.63%), SABMiller (2.55%), Shin-Etsu Chemical Co., Ltd. (2.31%), Brenntag AG (2.30%),
Cie Generale d'Optique Essilor International S.A. (2.19%) and Glencore Xstrata PLC (2.19%). There are no assurances that any Janus portfolio currently holds
these securities or other securities mentioned in this commentary.
The opinions are as of 3/31/15 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.
Foreign securities are subject to additional risks including currency fluctuations, political and economic uncertainty, increased volatility and differing
financial and information reporting standards, all of which are magnified in emerging markets.
MSCI EAFE® (Europe, Australasia, Far East) Index is a free float-adjusted market capitalization weighted index designed to measure developed market equity
performance. The MSCI EAFE® Index is composed of companies representative of the market structure of developed market countries. The index includes
reinvestment of dividends, net of foreign withholding taxes.
MSCI All Country World ex-U.S. IndexSM is an unmanaged, free float-adjusted, market capitalization weighted index composed of stocks of companies located in
countries throughout the world, excluding the United States. It is designed to measure equity market performance in global developed and emerging markets
outside the United States. 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 Capital Singapore Pte. Limited is a subsidiary of Janus Capital Group Inc. and serves as the sub-adviser on certain products.
Janus is a registered trademark of Janus International Holding LLC. © Janus International Holding LLC.
Funds distributed by Janus Distributors LLC
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