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Investment Environment
Volatility returned to global equity markets early in the quarter as concerns about global
growth resurfaced. Downward prices in stocks were exacerbated by the fact that these
worries occurred during a regulatory quiet period, which resulted in hedge funds selling
into a vacuum. Stocks quickly recovered as major global central banks reiterated their
commitment to loose monetary policy. The European Central Bank (ECB) vowed to raise
the level of its balance sheet by one trillion euros, the People’s Bank of China
unexpectedly lowered a key interest rate and the Bank of Japan ventured even further
into the realm of unprecedented easing.
Rather than being attributed solely to an oversupplied market, the rapid decline in crude
prices over the quarter also piqued concern about global growth prospects. As such,
stock weakness spread from energy companies to other areas, namely emerging
markets, with energy exporters being especially affected. Buttressing the slowing growth
argument was fairly weak Chinese trade data and a sell-off in other key industrial inputs,
ranging from iron ore to coal and copper.
Emerging markets were also negatively impacted by the growing market viewpoint that
the Federal Reserve will start raising rates during 2015, which should make U.S. dollardenominated assets more attractive vis-à-vis assets from more volatile regions with less
robust growth prospects. Toward the end of the quarter, geopolitical risks spiked in
Europe as early Greek elections increased the chances of an anti-austerity party gaining
power. The near collapse of the Russian ruble and subsequent diminished growth
prospects for that country’s economy had a spillover effect to the European Union.

Performance Discussion
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.
Our selection of technology and industrial stocks contributed most to relative
performance. Catamaran, a pharmacy benefits manager, contributed most to relative
performance on the back of solid earnings results. Cable operator Liberty Global was a
relative contributor as the company’s services in many international markets may
become acquisition targets for telecommunication firms looking to provide triple-play
offerings of bundled voice, video and data.
Taiwan Semiconductor was a positive contributor. The company’s stock was the
beneficiary of a market rebound after a sell-off during the third quarter. Taiwan
Semiconductor benefited from the rollout of Apple’s new iPhone 6, for which it is a key
parts supplier. The company also gained on increased forward guidance for sales.
German chemicals company Brenntag contributed to Fund performance, partly due to
recovering from a period of soured investor confidence in early 2014. During the latter
half of the year, management won back the favor of markets after well-received
acquisitions activity.
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Executive Summary
• Volatility sparked by global
growth concerns diminished
following a commitment to
aggressive central bank
initiatives.
• The Fund outperformed its
benchmark, driven by our
selection in technology and
industrials stocks.
• The materials and financial
sectors detracted most from
relative performance.
• U.S. and European consumers
should benefit from lower
energy prices, while China
engineers a soft landing for its
economy.
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Silicon wafer maker Sumco was another contributor as the
company stands to benefit from a rationalized marketplace. The
company is one of two major players in silicon wafer production,
and several smaller competitors are not breaking even. Sumco
stands to wield significant pricing power as demand for its
products catches up with supply.
Our holdings in materials and financials detracted the most
from relative performance. Chemicals producer LyondellBasell
Industries was the weakest relative performer. Prices for the
company’s ethylene product are tied to crude, which saw prices
weaken throughout the quarter. The company could also face
pricing pressure as competitors that use crude as a feedstock
rather than natural gas can readily take advantage of lower oil
prices. Such developments could put pressure on
LyondellBasell’s margins. Lyondell has been benefiting from
low natural gas prices as a result of high production from North
American shale fields. The company’s expansion efforts have
also begun adding to profitability. We feel the market is
underestimating earnings and free-cash-flow growth from its
expansion efforts.
Staying with materials, Glencore, a global commodities producer
and marketer, was also another large relative detractor as
investors feared the prices for the firm’s products would be put

under pressure by slowing emerging market growth, namely in
China.
Japanese exploration and production company Inpex was also a
relative detractor. The company was also caught in the crude
price downdraft as its liquefied natural gas products are priced
off of oil. The stock did not decline nearly as aggressively as
crude prices given the promising assets the company holds.
Still, current price levels, in our view, are well below fair value,
and consequently, we see significant upside to the stock.
During the quarter, we took advantage of energy sector volatility
by selectively adding to other positions that we consider
undervalued as well.
Spanish lender BBVA sold off on concerns about the
company’s exposure to Venezuela, which heavily relies upon
crude exports for tax revenues. Similarly, French bank Societe
Generale was weaker given its exposure not only to oilproducer Russia, but also to Ukraine, as the simmering conflict
between the countries has raised political risk and dimmed
economic prospects. For both companies, we believe the selloff was likely overdone as the portion of their balance sheets
taken up by assets from these regions is actually quite small.

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

Both Europe and the U.S. should benefit from continued lower
crude prices with lower energy costs being akin to a tax break.
Looking into 2015, the ECB appears to be moving closer to full- In the U.S. lower crude prices are something of a double-edged
scale quantitative easing (QE), which would be supportive of
sword as the recent increases in shale oil production have been
equities and we are on the lookout for attractive companies in
an economic catalyst. The autumn’s rapid decline in crude has
such an environment. Europe’s banks are well positioned for
brought energy sector valuations down to more attractive levels,
such a move. A weaker euro should benefit exporters. Also
and some companies with efficient operations and access to
potentially boosting equities would be a rise in domestic
fields with lower production costs very well may represent solid
demand, and thus corporate revenues, which would directly
investment opportunities at this level, in our view.
impact earnings as substantial excess labor capacity ensures
In Asia, China has begun its easing cycle to combat flagging
no upward wage pressure in the near term. ECB President
Mario Draghi has done a good job in convincing markets that he growth and we have expectations that the government is on
course to engineer a soft landing, thus not unnerving global
will take the necessary steps to fight deflation.
markets to a substantial degree. Japan has entered yet another
U.S. companies face the opposite circumstances. Strong
aggressive easing stage, namely through the Bank of Japan.
employment gains over the course of 2014 have removed labor We expect the yen to remain weak, with the only outstanding
market slack so any rise in demand will likely translate to
question being whether the ECB will be forced to react to
workers being able to successfully negotiate wage gains. While protect Europe’s exporting companies.
this development would likely put pressure on profit margins, it
would be an additional boost for personal consumption, which
still accounts for roughly 70% of the U.S. economy.

Outlook
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Top Contributors and Detractors for the Quarter Ended 12/31/14
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Catamaran Corp.

2.31

0.41

LyondellBasell Industries N.V. - Class A

1.36

-0.52

Liberty Global PLC

2.06

0.30

Inpex Corp.

2.00

-0.47

Taiwan Semiconductor Manufacturing
Co., Ltd.

2.39

0.28

Glencore Xstrata PLC

2.39

-0.42

Brenntag AG

2.13

0.26

Banco Bilbao Vizcaya Argentaria S.A.

1.65

-0.40

Sumco Corp.

1.25

0.26

Societe Generale S.A.

0.98

-0.35

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

Catamaran: A provider of pharmacy benefits management
(PBM) services and health care information technology,
Catamaran’s products and solutions combine a range of
software applications, application service provider
processing services and professional services. We
appreciate the abilities of Catamaran’s management team
and its potential to grow the company through acquisitions
long term. We believe PBMs, in general, will benefit from
another strong wave of drugs that will go generic in 2015.
We think the market is underestimating the growth we see
in mail orders, the highest profit segment for PBMs.

LyondellBasell Industries: The large chemical producer,
which converts liquid and gaseous hydrocarbon feedstock
into plastic resins and other chemicals, has 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 onetime special dividends, buying back stock and selectively
investing in high return on invested capital projects.

Liberty Global: An international cable company with
operations in 14 countries, Liberty Global’s triple-play
services are provided through networks and technology
platforms that connect customers to TV, broadband Internet
and telephony services. Following Liberty Global’s
acquisition of Virgin Media, the company should be a
beneficiary of improved broadband pricing across northern
Europe as the result of industry consolidation, in our view.
We particularly like the company’s exposure to the German,
UK and Dutch markets, where we think pricing and demand
should trend higher.

Inpex: Established through the reorganization of Inpex and
Teikoku Oil, the Japan-based company explores, produces
and sells oil and natural gas. We believe the company’s
majority interest in a massive liquid natural gas (LNG)
project called Ichthys offshore of Australia is undervalued by
the market due to concerns over cost overruns and delays
that we consider overstated. We believe the stock does not
account for the significant cash flows this project will
generate when production begins in 2016.

Taiwan Semiconductor Manufacturing Co.: TSMC is the
world’s leading foundry, or third-party manufacturer, of
semiconductor chips. As the world shifts from Intel-based to
ARM-based processors, TSMC is perhaps the biggest
beneficiary as it stands to manufacture the majority of
mobile application processors in next-generation
smartphones and tablets. TSMC is increasing its dominance
in a market that is seeing a positive inflection in demand,
and its competitors do not have the know-how and
technology to match its technology roadmap.

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
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Top Contributors (continued)

Top Detractors (continued)

Brenntag: Brenntag is a global leader in chemical
distribution. We appreciate the company’s asset-light,
resilient business model, which has generated historically
high returns on invested capital. We believe the company
has significant long-term growth potential due to the
outsourcing trend in industrial and specialty chemicals. By
linking chemical manufacturers and chemical users, the thirdparty logistics company has created significant efficiencies
between suppliers and customers. Additionally, we think the
company will continue to grow its market share through
acquisitions funded by its high free-cash-flow generation.

generate more savings from its 2013 merger with Xstrata
than the market expects.

Sumco: 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.

Banco Bilbao Vizcaya Argentaria: The Spanish bank
offers consumer and mortgage loans, private banking, asset
management, insurance, mutual funds, and securities
brokerage services. It operates in Europe, Latin America,
United States, China and Turkey. The bank continues to
show good signs of improvement with its balance sheets –
capital, credit quality and liquidity are all improving. This is
also driving better prospects for profitability as well, in our
view.
Societe Generale: The France-based banking group is
involved in retail banking in France and abroad, online
brokerage services, financing, investment banking and asset
management and securities services. We believe Societe
Generale possesses a stronger capital position than
recognized by the market, and its prudent loan underwriting
is resulting in limited loan losses. It has less exposure to
potential litigation risk as a function of its business mix and it
is likely to benefit from upheaval at peers’ operations in
France. We also consider it attractively valued.
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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 12/31/14 the top ten portfolio holdings of Janus International Equity Fund are: AIA Group, Ltd. (3.44%), NGK Spark Plug Co., Ltd. (3.24%), Volkswagen
A.G. (2.73%), SABMiller (2.50%), ARM Holdings PLC (2.45%), Prudential PLC (2.42%), Panalpina Welttransport Holding A.G. (2.39%), Taiwan Semiconductor
Manufacturing Co., Ltd. (2.38%), Cie Financiere Richemont S.A. (2.37%) and Glencore Xstrata PLC (2.37%). There are no assurances that any Janus portfolio
currently holds these securities or other securities mentioned in this commentary.
The opinions are as of 12/31/14 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 an indirect subsidiary of Janus Capital Group Inc. and serves as the sub-adviser on certain products.
Janus is a registered trademark of Janus Capital International Limited. © Janus Capital International Limited.
Funds distributed by Janus Distributors LLC
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