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Janus Preservation Series - Growth

Investment Environment
U.S. equity indices continued to climb higher in the fourth quarter, as the domestic
economy showed resilience in the face of weakening global economies. Confirmation
that the Federal Reserve would be cautious in raising interest rates was also a boost for
domestic equities late in the period. Falling oil prices negatively impacted stocks tied to
the energy sector, but other pockets of the market fared well in anticipation that lower oil
prices would translate into stronger consumer spending.

Portfolio Manager:
Jonathan D. Coleman, CFA

Performance Discussion
As volatility picked up during the quarter, we gradually decreased our exposure to
equities. We entered the most recent quarter at 98.26% exposure to equities and ended
the period with 95.15% exposure, with the protection component comprising the rest of
the portfolio. The allocation component was a drag on relative performance during the
quarter. However, we outperformed our primary benchmark, the Russell 1000 Growth
Index, and also our secondary benchmark, Preservation Series – Growth Blended Index,
due to strong stock selection.

Executive Summary

The protection component of our Fund can be comprised of cash and cash equivalents,
U.S. Treasurys, short index futures and other instruments designed to reduce equity
market exposure. Depending on the market environment, the Fund can be invested in
any variation in either component. In rising markets, we expect there to be more assets
in the equity component as compared with falling markets, during which we expect to
have more allocated to the protection component. The protection feature, however,
affects the Fund’s ability to respond to changing equity market conditions and the
Fund’s ability to capture certain market gains.

• With market valuations near the
higher end of historical
averages, we expect earnings
growth to be needed to drive
further stock price appreciation.

During the course of the quarter, our average allocation to the protection component
was 8.69%. That level was higher than our allocation at the beginning or end of the
period because we significantly increased our allocation to the protection component
when volatility spiked in mid-October. In declining markets, we expect the protection
component to contribute to performance. In rising markets, we expect the protection
component to detract from relative performance. As markets rose modestly during the
quarter, the allocation to the protection component was a drag on our relative
performance, though strong stock selection ultimately helped us outperform the
benchmark during the period.
In addition to the protection component allocation, the Fund has a protection feature that
is designed to minimize and ultimately cap any losses at a maximum of 20%. As the Net
Asset Value (NAV) of the Fund rises to new levels, the Protected NAV (PNAV) also
rises. Over time, this could lead to a situation where an investor could potentially limit
losses. We feel this is an attractive feature, providing investors with a level of downside
protection given the significant uncertainty evident in the global economy and markets.
While our allocation to the protection component was a drag on relative performance
this quarter, we were pleased to see our holdings within the equity component drive
relative outperformance over the benchmark. As part of our investment process, we seek
companies with clearly definable and sustainable long-term growth drivers. These
companies often have a high barrier to entry, a notable competitive edge in an attractive,
growing industry, or a strong management team with a clear vision for the future of their
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• A strengthening U.S. economy
drove equity indices higher
during the quarter.
• The Fund outperformed its
benchmark during the period.
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company. We believe that over a long time horizon, a collection
of companies with these competitive advantages should lead to
compounded growth in excess of the market. This quarter we
were pleased to see a number of companies in our Fund put up
impressive results and further demonstrate their competitive
advantages.
Apple was our top contributor. This stock was boosted by
strong demand for its new product, the iPhone 6. After strong
gains over the course of the year we have trimmed our position
in the company. Heading into the quarter, we had maintained an
overweight to Apple, believing that the value of Apple’s
ecosystem was misunderstood by the market. Our basic view is
that Apple is a strong brand and that as consumers get more
familiar with Apple products, they get more deeply entrenched
in the Apple ecosystem, branching out to buy new Apple
products and returning to the brand when it is time to update
existing ones. Recent innovations by the company, such as its
mobile pay service, further entrench customers into Apple’s
ecosystem. We see evidence of this trend by the fact that
household spending on Apple products continues to increase.
While we still like the company, we feel the value of Apple’s
ecosystem is better understood by the marketplace today.
NetSuite was another top contributor. The stock was up after
the company beat earnings expectations this quarter and also
raised its guidance for future growth. We believe the company,
which provides enterprise resource planning (ERP) software
and applications to medium sized businesses is in a unique
position as they bring a simplified, cloud-based ERP offering to
the mid market. In our view, the company’s cloud-based ERP
solutions are a favorable choice compared to competitors that
serve large businesses, whose offerings are too complex for the
typical mid-sized enterprise. We expect long growth ahead for
NetSuite now that it has reached a critical mass in the number
of reference customers who have tried, and are satisfied with,
its offerings. With those reference customers in hand, the sales
cycle for gaining new customers should be shorter.
Visa was another top contributor. The stock also reported
earnings above consensus esitmates this quarter. We believe
Visa is well positioned for long-duration growth as more
purchases shift from cash to plastic and electronic purchases. A
recent decision by Apple to work with existing payments
companies to operate its new mobile payment system, Apple
Pay, is another positive development for companies such as
Visa, likely opening the door for payments companies’ networks
to provide the infrastructure of other emerging mobile payment
systems.

While pleased with the performance of most stocks in the
portfolio, we still had some stocks that fell during the quarter
and detracted from performance. Noble Energy was our top
detractor. While falling oil prices were a headwind for Noble and
other companies in the oil industry, we think there are some
important differences that set Noble apart from most other
exploration and production companies. We like that Noble has a
diversified, global production base, making the company less
exposed than other energy companies to a single commodity
price in one region. We also believe Noble does a good job of
finding potentially productive oil fields sooner, and therefore at
a lower price than its competitors. This is because the company
takes a longer-term view to acquiring productive oil fields.
Companies that take a shorter-term view tend to pay higher for
fields that will provide a more immediate boost to earnings.
While oil prices are a near-term headwind, we continue to like
the company’s long-term outlook.
Google was another detractor this quarter. The company has
been at odds with European regulators on a number of fronts
including data collection policies, alleged antitrust violations and
privacy issues, among others, which has been a headwind for
the stock. However, we continue to believe the company is set
up to experience considerable growth in the coming years. The
company’s Android mobile operating platform exists in a
duopoly with Apple’s mobile platform and we believe both
companies benefit from the rapid adoption and heavier use of
smartphones.
Finally, Colfax Corporation also detracted from performance
this quarter. The diversified manufacturing and engineering
company provides gas- and fluid-handling and fabrication
technology products to industrial customers worldwide. The
stock was down after Colfax missed earnings, due largely to
weaker demand from some of its end market in Europe and
also in the oil and gas industry. We continue to like Colfax’s
long-term growth potential, however. The chairman of the
Colfax’s board comes from one of the most successful multiindustrial companies of the past decade. That company had a
history of making shrewd acquisitions of industrial companies
operating in large, growing addressable markets that were very
fragmented. The company would then grow earnings by
consolidating these fragmented industries, and also by
emphasizing lean and efficient manufacturing improvements
with the companies it acquired. The chairman is implementing a
similar focus on industry consolidation and lean manufacturing
at Colfax, which we believe should lead to steady earnings
growth over time.

For detailed performance information or to download a Fact Sheet, please visit www.janus.com/funds
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Outlook
We like how our portfolio is positioned relative to the
benchmark heading into 2015. For much of the last three years,
a number of defensive, mega-cap companies with slower
earnings growth had large contributions to the index’s
performance. Despite their slower growth rates , these
companies saw considerable multiple expansion due to a
steadily improving economic outlook. These are not the types of
companies we tend to emphasize in our Fund. Instead, we
typically favor companies with a steady, but higher growth rate

in the range of 10% to 15% annually. These companies often
have competitive advantages that should allow them to maintain
those growth rates even when the economy is softer.
Today, many of the slower growing mega-cap stocks trade at
similar multiples to the “steady eddy” companies we tend to
favor. With market valuations not overly priced, but near the
higher end of historical averages, we expect earnings growth to
be needed to drive further stock price appreciation. In our view,
that should favor the types of steady, faster growing companies
we tend to own.

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

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Apple, Inc.

5.96

0.54

Noble Energy, Inc.

0.69

-0.32

NetSuite, Inc.

1.89

0.38

Google, Inc. - Class A

1.57

-0.25

Visa, Inc. - Class A

1.85

0.34

Google, Inc.

2.14

-0.24

Whole Foods Market, Inc.

0.76

0.32

Colfax Corp.

1.75

-0.20

Celgene Corp.

1.52

0.31

Antero Resources Corp.

0.54

-0.17

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

Apple: The world’s largest mobile device and computer
maker continues to be the beneficiary of incremental sales
opportunities and increased penetration in new geographies,
mobile service providers and product categories. We think it
has strong opportunities as its ecosystem continues to
attract new and potentially long-term subscribers onto its
platform and increase its addressable market as lower price
points draw new customers. We also appreciate
management's commitment to returning capital to
shareholders via dividends and stock repurchases.

Noble Energy: We feel this oil and gas exploration and
production company has a transparent path to achieving
significant production growth, which could lead to superior
cash flows and returns on capital relative to its U.S.-based
peers. The company's broad asset base includes both
development and exploratory resource opportunities, with an
extensive number of crude oil and natural gas projects in the
U.S. and internationally. We think Noble’s well-balanced
portfolio and strong financial platform will provide the
flexibility for it to prosper across economic and commodity
price cycles.

NetSuite: The company provides enterprise resource
planning (ERP) software and applications. We think the
company is well positioned to serve a large, addressable
market of medium sized enterprises seeking cloud-based
ERP solutions. In our view NetSuite’s cloud-based ERP
solutions are a favorable choice compared to competitors
that serve large businesses, whose offerings are too
complex for the typical mid-sized enterprise.
Visa: This global company connects consumers, businesses,
banks, and governments to electronic payments. We think

Google: The Internet search engine leader is benefiting
from strong growth in mobile search (particularly in
emerging markets) through its Android software for mobile
devices. We think Android’s rapidly growing installed base
will provide the company significant control over its mobile
search and display advertising destiny. We also believe the
company’s mobile and tablet search business will more than
neutralize the impact of its declining desktop computer
search business in developed markets.
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Top Contributors (continued)

Top Detractors (continued)

Visa is well positioned to benefit from the shift from
traditional payment methods (cash, checks) toward credit,
debit and prepaid cards. The company’s strong business
model has historically generated high free cash flow and
strong recurring earnings. We also appreciate that a
significant portion of its revenues come from outside the
U.S., including markets with significantly greater purchase
volume growth due to lower penetration of electronic
payments and higher consumer spending growth rates.

Colfax Corp: The diversified manufacturing and
engineering company provides gas- and fluid-handling and
fabrication technology products and services to industrial
customers worldwide. Colfax manufactures a range of fluid
handling products, including pumps, fluid handling systems
and specialty valves. As part of the company’s acquisition of
Charter International PLC in January 2012, U.S.-based
Colfax diversified its end markets by adding power
generation and oil and gas end-markets to provide more
stable revenues to its cyclical markets, such as marine and
mining, in our view. The acquisition also increased Colfax’s
exposure to emerging markets, which provide higher longterm growth opportunities. Additionally, we believe new
management can significantly improve the company’s
operating margins through productivity and efficiency gains
and combined with working capital management, should
generate substantial cash flows and enable the firm to make
additional acquisitions. In time, we think the company could
be become a large, multi-industrial conglomerate.

Whole Foods Market: Whole Foods is the owner of a chain
of natural food supermarkets providing products free of
artificial flavors, sweeteners, colors, preservatives and added
chemicals. We continue to believe that U.S. consumers will
want to be more aware of what is going into the food they
eat and the personal care products they use. However, we
are concerned about more competition among natural
grocers and are reviewing the stock.
Celgene: This global biotechnology company seeks to
deliver truly innovative and life-changing drugs for the
treatment of cancer and other severe immune, inflammatory
conditions. We see the potential for continued strong growth
ahead for Celgene’s blood-cancer-fighting Revlimid drug
franchise and believe its additional pipeline products could
further supplement this growth. Some of the new drugs that
could become meaningful contributors include Abraxane for
pancreatic cancer, Pomalyst for refractory multiple myeloma
and a recently licensed drug to treat Crohn’s disease. We
also appreciate management’s willingness to utilize free
cash flow for share repurchases and product acquisitions.

Antero Resources: Antero Resources is an exploration and
production company engaged in the exploration,
development and acquisition of natural gas, NGLs and oil
properties. We like the potential of the company’s land in the
Marcellus and Utica shale basins, two areas that that have
been sources of prolific natural gas production at low costs.
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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 Preservation Series – Growth are: Apple, Inc. (5.90%), Comcast Corp. (2.99%), Endo Health Solutions, Inc.
(2.75%), ARM Holdings PLC (2.74%), Cadence Design Systems, Inc. (2.64%), Air Products & Chemicals, Inc. (2.14%), Google, Inc. (2.11%), Precision Castparts
Corp. (2.11%), Biogen Idec, Inc. (2.07%) and Home Depot, Inc. (2.06%). 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.
The protection feature is defined as follows: capital protection set at 80% of the highest NAV achieved by the Fund (reduced for dividends,
distributions, extraordinary expenses or extraordinary reductions to NAV). BNP Paribas is initially providing up to $1.5 billion to protect against a
decrease in the protected NAV of each share class. Should a termination or liquidation event occur, shareholders who own shares of any share
class on the Fund’s termination date would be entitled to receive from the Fund either the Protected NAV or the then-current NAV, whichever is
higher. See the prospectus for situations when this could occur and exceptions.
The Capital Protection Agreement is a financial product that is intended to protect the Fund against significant market declines and does not in any
way constitute any form of insurance. The Capital Protection Provider is not an insurance company or an insurance provider, nor is it acting as an
adviser or subadviser for the Fund.
The Fund is not a capital guaranteed or insured fund. As with all investments, there are inherent risks when investing in the Fund including, but not
limited to, allocation risk, maximum settlement amount risk, turnover risk, liquidation risk, opportunity cost risk, capital protection termination risk,
underperformance risk and counterparty risk, each as disclosed in the Fund’s Prospectuses. The protection feature only covers shareholders who
hold their shares on the termination date, and is subject to various conditions and the financial payment capabilities of BNP Paribas.
Although the risk allocation methodology is designed so that the NAV of any share class does not fall below its Protected NAV, there is the
possibility that the risk allocation methodology may not work as designed and the NAV of any share class may fall below its Protected NAV. If this
happens, it is expected that the Fund will receive payment of the Settlement Amount from the Capital Protection Provider, if due, and liquidate as
soon as possible following the event.
Amounts owed by the Capital Protection Provider under the Capital Protection Agreement are owed directly to the Fund and not to the Fund’s
shareholders. As a result, a shareholder’s ability to receive the Protected NAV from the Fund is dependent on the Fund’s ability to collect any
settlement amount due from the Capital Protection Provider, and/or the Parent Guarantor, pursuant to the terms of the Capital Protection
Agreement. Fund transactions involving a counterparty, such as the Capital Protection Provider and/or the Parent Guarantor, are subject to the risk
that the counterparty will not fulfill its obligation to the Fund. Counterparty risk may arise because of the counter party’s financial condition (i.e.
financial difficulties, bankruptcy or insolvency), market activities or developments, or other reasons, whether foreseen or not. As such, the Fund’s
ability to benefit from the Protection may depend on the Capital Protection Provider’s, as well as its Parent Guarantor’s, financial condition.
It is possible that under the terms of the Capital Protection Agreement, the Fund’s allocation to the Equity Component could drop to a low level or
be eliminated altogether, especially during periods of heightened volatility in the equity markets. This would reduce the Fund’s ability to participate
in upward equity market movements and therefore, represents loss of opportunity compared to a fund that is fully invested in equities and may
cause the Fund to underperform its primary benchmark and/or other similarly situated growth funds. As a result, the Fund may not achieve its
investment objective.
The Fund uses short index futures and other types of derivatives in attempt to hedge risk. Derivatives can be highly volatile and involve risks in
addition to the risks of the underlying referenced securities. Gains or losses from a derivative can be substantially greater than the derivative’s
original cost, and can therefore involve leverage.
There is no assurance that the investment process will consistently lead to successful investing.
Russell 1000® Growth Index measures the performance of those Russell 1000® companies with higher price-to-book ratios and higher forecasted growth
values.
The Preservation Series – Growth Blended Index is an internally calculated, hypothetical combination of unmanaged indices that combines total returns from
the Russell 1000® Growth Index (60%) and the Citigroup 3-Month U.S. Treasury Bill Index (40%).
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 Capital International Limited. © Janus Capital International Limited.
Funds distributed by Janus Distributors LLC
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