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Investment Environment
Global equity markets lost ground during the third quarter, largely related to slowing
growth expectations in China and the subsequent strong sell off of the country’s stock
markets. The losses, which started in late June after a dramatic early-year rally,
continued throughout the quarter. The policy responses of Chinese authorities, which
included a devaluation of the country’s currency, the renminbi, further added to investor
discomfort. Given the trade linkages between China and other Asian emerging markets,
fears of slowing growth weighed on those countries’ markets as well. Similarly,
commodities producers such as Australia and Brazil saw their stock markets pressured
as China has been a key destination of their raw materials exports since the financial
crisis. In late August, pressure finally overwhelmed major developed-market stock
indices, with several benchmarks flirting with the 10% contraction from recent peaks
that signifies a market correction. Late in the quarter, the Federal Reserve’s (Fed)
decision to delay its initial post-crisis interest rate hike was interpreted by some that
officials were acutely mindful of slowing growth prospects, which, in turn, could weigh on
future corporate earnings prospects. In Europe, stocks rallied early in the quarter after an
agreement was reached between Greece and the European Union on another bailout.
Those gains were given back, however, during the August global sell off as exportoriented European countries appeared especially vulnerable to a slowdown in China. The
return to power of the leftist Syriza party in Greece after snap elections also cast a cloud
over European benchmarks.
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Performance Discussion
For the quarter, the Fund underperformed its primary benchmark, the MSCI EAFE Index,
and outperformed 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. While the
Fund may lag the benchmark in shorter periods as it did this quarter, we believe our
approach will provide superior risk-adjusted performance over the long term.
Our holdings in the consumer discretionary and materials sectors detracted from relative
performance this quarter. Volkswagen was a top detractor among our consumer
discretionary holdings. We had reduced our position in the German automaker prior to
headlines breaking around falsified diesel emissions data at the company, due to
concerns the auto cycle was near its peak. While we are reviewing our remaining
position in Volkswagen, and believe the emissions scandal is a serious issue, we believe
settlement of the case and the cost of working through solutions will be much less than
the current drop in the stock price implies. Volkswagen has ample cash reserves which
can cushion the consequences of pending fines, and as the largest employer in
Germany, we believe the German government will work with the U.S. to achieve the best
possible outcome for the company.
Within the materials sector, commodities giant Glencore was our top detractor. We sold
our position early in the quarter as we saw signs of balance sheet deterioration and
credit rating concerns. The Anglo-Swiss company, a major producer and marketer of
close to 100 commodities, has continued to suffer from a slump in commodities prices.
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Executive Summary
• Global equity markets lost
ground during the third quarter,
largely related to slowing
growth expectations in China.
• We underperformed our
benchmark during the period.
• While we would not be
surprised to see more market
volatility in coming months, we
still see attractive buying
opportunities in international
markets and will seek to use
that volatility to our advantage.
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Outside of the technology and materials sectors, Japanese
silicon wafer manufacturer Sumco Corporation was a large
detractor. We like the company’s dominant position as one of
two industry leaders in its space. We also believe the company
is soon poised to benefit from a dramatically rationalized
marketplace with better pricing and less excess supply. The
stock was down as the market prematurely anticipated this
upside in demand, but we had always expected improved
pricing in 2016.

footprints complement each other well, and like both
companies’ footprints in emerging markets, where consumption
is growing fastest. A-B InBev could also potentially benefit from
SABMiller’s bottling operations outside the U.S.

While the aforementioned companies weighed on performance
during the quarter, we were impressed by the results of a
number of other companies in the portfolio. Our stock selection
in the financial and consumer staples sectors contributed to
relative performance during the quarter.

Invincible Investment Corp. was also a top contributor. Invincible
has evolved into a primarily hotel-focused Japanese Real Estate
Investment Trust (JREIT), with hotel properties in the top 10
geographies for Japanese tourism. We think the company is a
key beneficiary as Chinese tourism to Japan increases. We also
believe that Japanese hotel rooms are underpriced by global
standards, and like the company’s upside potential to raise
room costs.

Multinational brewing and beverage company SABMiller was a
top contributor. The stock was up after it was rumored that
Anheuser-Busch InBev, the world’s largest brewer, was
exploring a takeover of the company. We think the companies’

Specialty chemical and engineered materials company Alent
was also a top contributor. It was announced during the quarter
that Platform Specialty Products would acquire Alent, which
spun off from Cookson in 2012, for what we considered a fair
price. We sold our position on the news.

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

is encouraging Japanese companies to improve margins, shed
underperforming businesses and do more with cash on balance
We were not surprised to see China’s economy slow down as
sheets. In our view, the recent sell-off has provided a buying
the government tries to steer the country toward a consumption- opportunity to add to companies undergoing substantial
driven economy, rather than one driven by fixed asset
positive change.
investment. While Chinese economic growth is slowing, we
In Europe, we continue to monitor how the fallout from
believe some of the recent slowdown in China is due to an
Volkswagen, a large employer in Germany, will affect the
inventory correction cycle in several major industries. As we
broader economy. However, we’ve been encouraged by some of
look ahead, we like how our Fund is positioned, even if the
the green shoots we’ve seen in recent months and also by
economy does slow down. We are selectively investing in
dominant companies exposed to some of the strongest secular some of the changes afoot at the corporate level. Operating
margins for European companies are at trough levels. Many
trends taking place in China, where growth continues even as
companies in the region, including those in our Fund, have
broader economic growth decelerates. Examples include
undergone large restructuring or cost-cutting initiatives in
companies tied to Chinese e-commerce and Chinese travel.
recent years. As the economy gains traction and those cost
Japan’s economy, which is closely tied to China’s, is also
cuts work their way to the bottom line, we would expect a
slowing, and we wouldn’t be surprised to see another round of
revaluation for many European equities, which still trade at a
coordinated stimulus efforts from Prime Minister Shinzo Abe
significant discount to U.S. stocks.
and the Bank of Japan. While we are less sanguine about
While we would not be surprised to see more market volatility in
Japan’s economy, we are encouraged by initiatives that are
the coming months until there is greater clarity surrounding
creating a better shareholder experience. A new stewardship
China, we still see attractive buying opportunities in
code in Japan is giving shareholders more say, and new
corporate governance rules are encouraging companies to hire international markets and will seek to use that volatility to our
more independent directors. Meanwhile, Japan’s pension funds, advantage to add to position sizes of companies in which we
have a high degree of conviction.
massive holders of Japanese equities, are using factors like
return on equity to guide stock choices. Each of these initiatives

Outlook
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Top Contributors and Detractors for the Quarter Ended 9/30/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

SABMiller PLC

3.41

0.30

Volkswagen AG

0.62

-0.69

Alent PLC

0.00

0.27

AIA Group Ltd

3.03

-0.64

Reckitt Benckiser Group PLC

2.81

0.14

Glencore PLC

0.00

-0.61

Invincible Investment Corp

0.73

0.07

Sumco Corp

1.47

-0.51

Auto Trader Group PLC

1.34

0.05

Outokumpu OYJ

0.48

-0.49

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

SAB Miller: SABMiller is a multinational brewing and
beverage company. We like the brewer’s growth profile
across the alcohol-beverage market because of its heavy
skew toward markets where pricing power is strong and
there is a multi-decade growth trajectory in per capita
consumption of branded beer. We also appreciate that the
vast majority of SAB’s profit is generated in countries where
the company has highly defensible positions.

Volkswagen: Volkswagen is a European auto manufacturer
producing a number of economy and luxury automobiles,
sports cars, trucks and commercial vehicles for sale
worldwide. While the recent emissions scandal involving
Volkswagen is a material issue, we believe settlement of the
case and the cost of working through solutions will be much
less than the current drop in the stock price implies, and are
holding onto the position.

Alent: The specialty chemical company supplies electronic
plating chemicals and electronic assembly materials to
assemblers of printed circuit boards (PCBs) and the
semiconductor packaging industry. We sold our position
after the stock reached our valuation target.

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.

Reckitt Benckiser Group: Reckitt Benckiser is a
multinational consumer goods company that produces a
number of health, hygiene and home products. We like that
the company typically converts a higher percentage of net
income into free cash flow than any of its peers. We also like
the management team, which has instilled a culture focused
on free cash flow growth, and has a strategy of reinvesting
those higher free cash flows into top line growth.
Invincible Investment Corp: We believe the Japanese
Real Estate Investment Trust (JREIT) is poised to benefit
from increased tourism from China to Japan. We also
believe the company has room to raise hotel prices.
Auto Trader Group: Auto Trader Group holds a dominant
position in the used vehicles market in the UK and Ireland,
providing digital automotive products and services to
retailers and home traders and offering vehicle
advertisement as well as insurance and loan financing
products. We like the company for its successful transition

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 sold our
position due to signs of balance sheet deterioration and
credit rating concerns.
Sumco Corporation: Sumco is one of the largest
manufacturers of silicon wafers used in the semiconductor
industry. Given its market position, the Japan-based
company should benefit from increased demand and
constrained supply for silicon wafers, in our view. We think
the market is underappreciating the potential for significant
price improvement for silicon wafers and its impact on the
company’s profitability. Additionally, the company has hidden
value in deferred tax assets that are not reflected in its
balance sheet, in our view.
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Top Contributors (continued)

Top Detractors (continued)

from print to digital, its robust network, resilient model and
strong management team.

Outokumpu OYJ: Outokumpu is one of the largest
stainless steel producers in the world. We are encouraged
by management efforts to significantly restructure the
company and believe Outokumpu is poised to benefit from
an improved environment for stainless steel pricing.

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 9/30/15 the top ten portfolio holdings of Janus International Equity Fund are: SABMiller PLC (3.29%), AIA Group Ltd (2.94%), Intesa Sanpaolo SpA
(2.76%), Reckitt Benckiser Group PLC (2.71%), Prudential PLC (2.68%), BNP Paribas SA (2.55%), Nippon Telegraph & Telephone Corp (2.51%), Brenntag AG
(2.46%), Sanofi (2.38%) and Novo Nordisk A/S (2.35%). There are no assurances that any Janus portfolio currently holds these securities or other securities
mentioned in this commentary.
The opinions are as of 9/30/15 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, lower
liquidity 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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