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Janus Aspen Overseas Portfolio

Portfolio Manager Change
At the beginning of 2016, the Fund’s manager, Brent Lynn, retired and was replaced by
George Maris, an industry veteran with more than 17 years of investment experience.
Under Mr. Maris’ direction, the Janus Aspen Overseas Fund is in the process of
undergoing changes we believe will position the Fund optimally going forward. The Fund
will continue to be managed as a stock-picking fund, investing in companies where we
believe free-cash-flow growth is underestimated by the market. While continuing to be
driven by bottom-up stock selection, we will also seek more balanced exposures by
region and sector, avoiding areas of undue concentration.

Portfolio Manager:
George Maris, CFA

Executive Summary

Investment Environment
After recovering from their winter correction, global stocks traded narrowly for much of
the April-June period. Concerns about global growth, especially in China, remain, but
investors gleaned enough positive news from economic data to keep stocks buoyant.
Steady retail sales data in the U.S., along with a key manufacturing survey’s return to
expansion territory, helped push markets higher, as did incipient signs of credit growth in
Europe. Expectations of an interest rate hike in the near term by the Federal Reserve
(Fed), however, were quashed by the weak May employment report. This sent the value
of the dollar downward, a move that provided additional support to U.S. equities and
global – especially emerging market – currencies. Markets were jolted in late June by
the UK electorate’s surprise decision to leave the European Union. Global stocks
tumbled and the dollar surged as capital flowed into safe-haven securities.
On a sector basis, energy performed well on the back of higher crude oil prices.
Defensive sectors also generated positive returns. Cyclical sectors lagged and financials
declined sharply on the late-quarter Brexit news. In general, emerging markets
performed well, while indices within the eurozone faltered, in part on geopolitical
uncertainty and – in dollar terms – due to the weaker euro. Of note, UK stocks
recovered all of their post-Brexit losses in local currency, although sterling weakness
kept them well below their June peak when measured in dollars.

Performance Discussion
The Fund has historically invested opportunistically where our fundamental research has
uncovered companies where we believe the market price does not accurately reflect
long term fundamentals. We believe high-conviction investing works over the long term
as stock prices ultimately reflect the fundamentals of their underlying companies.
The Fund underperformed its primary benchmark, the MSCI All Country World ex-U.S.
Index, and its secondary benchmark, the MSCI EAFE Index. Performance was negatively
impacted by our investment in United Continental Holdings, which sold off along with
other airlines following the release of data pointing to a softer-than-expected pricing
environment. Pricing weakness followed several months of industry capacity expansion,
which was itself driven by expectations for rising demand. United also suffered from
rising fuel costs.
Airlines are often viewed as hyper-cyclical, meaning that when the outlook for global
growth dampens, they tend to pull back more quickly than other areas of the market. For
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• Concerns about declining global
growth affected holdings in
cyclical industries like airlines
and banking.
• Brexit uncertainty will likely
weigh on weaker EU stocks, but
will also provide exceptional
buying opportunities.
• The Fund’s largest detractor,
United Continental, is laying the
groundwork for solid growth
going forward.
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this reason, United’s stock was particularly hard-hit by the
quarter’s growing uncertainty about global growth prospects.
We remain positive on United due to the company’s sound
management team and attractive valuation on a free cash flow
basis. United continues to generate substantial amounts of
cash, even as demand softens and fuel prices rise.
Management is using this cash to repurchase shares, reduce
leverage and improve operations. Additionally, pressure from
activist investor Altimeter Capital Management has resulted in
positive changes for United, including the replacement of two
board seats.
Intesa Sanpaolo was the Fund’s second largest detractor. As
Italy’s largest bank, Intesa Sanpaolo was hurt by investor anxiety
over post-Brexit Europe. In addition, persistently low interest
rates have limited Intesa Sanpaolo’s ability to generate profits
through net interest income. Finally, there is some concern
among investors that Intesa Sanpaolo may be forced by the
Italian government to help bail out other Italian banks that now
carry high levels of toxic loans.
Our view on Intesa Sanpaolo is positive due to growing demand
for the bank’s loans, its healthy loan book and prudent
management team. Additionally, the Italian government is
making efforts to strengthen its financial institutions by
improving creditor rights, which should help Intesa Sanpaolo
going forward. The bank’s shares are currently attractively
priced and are trading at a discount to tangible book value.
The Fund’s investment in Sequa Petroleum also detracted from
returns. Sequa is an oil and gas company that focuses on taking
exploratory oil and gas reserves from appraisal through
production. Exploration-oriented energy stocks, especially those
with weaker balance sheets, have struggled following last year’s
decline in energy prices.
The 13 Holdings Limited was the Fund’s strongest contributor
to returns. The 13 Holdings is a hospitality/entertainment

company that is currently building a casino in Macau, China, set
to open next year. Interest in The 13 Holdings’ stock waned
during the Chinese government’s crackdown on corruption in
2015. Its share price has since recovered, however. The casino
industry in Macau is showing signs of stabilization, with monthly
gaming activity beginning to normalize.
Nippon Telegraph and Telephone (NTT) was another top
contributor. As Japan’s largest telecommunications company,
NTT is one-third owned by the Japanese government. To help
generate cash needed to address Japan’s structural fiscal
deficit, the Japanese government required NTT to buy back and
cancel shares from both governmental and other investors.
While NTT remains Japan’s leading fixed-line
telecommunications provider, it also owns about one-third of
Japan’s largest mobile phone operator, NTT DoCoMo. During
the quarter, NTT DoCoMo also executed a share buy-back,
returning capital to its parent company, NTT, which then
returned it to its shareholders. The company’s return of capital
through share buy-backs was well received by investors.
During the quarter, NTT laid out a strong three-year plan to
increase earnings and cash flow through a combination of
cutting costs and wholesaling its fixed optical fiber lines. NTT’s
sound capital management demonstrates a new-found
discipline of focusing on shareholders. We see value being
unlocked as the interests of management and shareholders
become more closely aligned. For these reasons, we remain
optimistic about NTT, which is trading at a significant discount
on a free cash flow basis relative to its peers.
Tullow Oil, a UK-based oil exploration and production company
with significant operations in Africa, was third largest
contributor to returns. The company’s share price rebounded
along with the rising price of oil this quarter. Tullow’s stock price
also benefited during the quarter from rumors of a
possible acquirer.

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

Outlook

to handle the shocks we are experiencing.

The Brexit vote made it likely that the world’s slowing growth
will decelerate further. In the months ahead, it will be difficult for
companies to make capital investments, given uncertainty over
prevailing laws. In addition, consumers will be less likely to
spend if employment is uncertain. Though growth is likely to
slow, we do not believe a financial crisis is imminent. We believe
the financial system is in better shape now than in the past due
to improved liquidity and capital strength, and will be better able

The market’s recent volatility has generated buying
opportunities for the Fund, with many stocks trading at
attractive valuations. We opportunistically added to positions in
companies where the initial impact of the Brexit vote was
negative, but the actual impact on the company is likely to be
positive. To us, these represent good opportunities for the
Fund’s investors.
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Top Contributors and Detractors for the Quarter Ended 6/30/16
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

The 13 Holdings Ltd

1.79

0.35

United Continental Holdings Inc

3.35

-1.64

Nippon Telegraph & Telephone Corp

4.66

0.32

Intesa Sanpaolo SpA

1.99

-0.85

Tullow Oil PLC

0.52

0.29

Sequa Petroleum NV

0.91

-0.73

AIA Group Ltd

4.64

0.28

Permanent TSB Group Holdings PLC

0.87

-0.54

AstraZeneca PLC

4.60

0.25

Brenntag AG

2.24

-0.47

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

The 13 Holdings Ltd: The company is building a high-end
casino in Macao, China. Stock in The 13 Holdings has
benefited from an improvement in casino demand and travel
into Macau, following a tough year in 2015 when the
Chinese government cracked down on corruption. The stock
has also improved on anticipation of the opening of the
casino, which should take place in 2017.

United Continental: United Continental is one of the
world’s largest airline carriers. The company has upside
potential, in our view. Returns on invested capital are rising
and likely to improve due to scale advantages after United’s
merger with Continental. Moreover, the airline industry has
pricing power for the first time in years due to capacity
reductions in the industry.

Nippon Telegraph and Telephone Corp: NTT is the
largest incumbent telephone provider in Japan. The
company includes both fixed-line as well as mobile
telephone services through its ownership stake in NTT
DoCoMo. We believe NTT stands to benefit from
improvement in the mobile business, where aggressive price
competition has subsided, resulting in greater profitability.
Through NTT DoCoMo, NTT has experienced a surplus of
cash flows, which it has used to increase dividends and buy
back stock.

Intesa Sanpaolo SPA: Intesa Sanpaolo is an Italian
banking and financial services company. Our view on Intesa
Sanpaolo is optimistic due to growing demand for the bank’s
loans, its healthy loan book, and its prudent management
team. The Italian government is making efforts to strengthen
its financial institutions by improving creditor rights, which
should help Intesa Sanpaolo going forward.

Tullow Oil Plc: The UK-based exploration and production
company focuses primarily on Africa, with a track record of
exploration including discoveries in Uganda and Ghana. We
view Tullow Oil in terms of net asset value accretion. We
believe the assets it has developed account for about half of
its current market value. When you add to that Tullow’s
proven, risked discoveries which are currently under
development, its share price is below fair market value, while
the company is getting its future unrisked reserves as a free
option. We believe that Kenya and Ethiopia are the most
interesting pieces of Tullow’s portfolio, with billions of barrels
of potential.
AIA Group: The company offers insurance and investment
products to individuals and businesses in the Asia-Pacific

Sequa Petroleum NV: The company was formed by a
group of Norwegian oil executives with experience at other
major oil firms. Sequa Petroleum seeks to make advantaged
acquisitions of oil resources based on the prior experiences
of its management team.
Permanent TSB Group: Permanent TSB is one of
Europe's simplest financial institutions, domiciled in Ireland,
one of the strongest economies on the continent. The bank
is going through an operational turnaround that is moving
from a stabilization phase toward relaunching its franchise,
which, in our view, should put it on a path toward sustainable
growth. Management’s efforts have led Permanent to
become one of Europe’s most over-capitalized banks. We
also believe the bank is buoyed further by potential reserve
releases linked to house-price inflation, which should
contribute to shareholder returns.
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Top Contributors (continued)

Top Detractors (continued)

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.

Brenntag Ag: 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.

AstraZeneca PLC: AstraZeneca has had a strong pipeline
of drugs, including its cholesterol-fighting drug, Crestor. The
company realized fast growth and gained market share in
this area because Crestor had tremendous results in clinical
trials. We remain positive on the company’s outlook.

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).
The discussion and data quoted are based upon the results, holdings and characteristics of the Janus Investment Fund ("JIF") mutual fund. Such data may vary for
the Janus Aspen Series ("JAS") portfolio due to asset size, investment guidelines, diversity of portfolio holdings and other factors. We believe the JIF mutual fund
most closely reflects the portfolio management style for this strategy.
As of 6/30/16 the top ten portfolio holdings of Janus Overseas Fund are: Diageo PLC (4.57%), AIA Group Ltd (4.51%), Nippon Telegraph & Telephone Corp
(4.51%), AstraZeneca PLC (4.42%), Rio Tinto Ltd (4.03%), United Continental Holdings Inc (3.23%), Alibaba Group Holding Ltd (ADR) (2.93%), ARM Holdings
PLC (2.85%), BNP Paribas SA (2.81%) and GVC Holdings PLC (2.60%). There are no assurances that any Janus portfolio currently holds these securities or
other securities mentioned in this commentary.
The opinions are as of 6/30/16 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.
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 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.
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.
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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