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Investment Environment
U.S. equity markets lost ground during the third quarter, in part 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.
In late August, pressure finally reached U.S. stock indices, with several benchmarks
breaching 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.
U.S. economic data during the period remained steady. Nonfarm payrolls maintained
recent strength and average hourly earnings rebounded after hitting a soft spot in June.
Core inflation, using the Fed’s favored gauge, held steady in the 1.25% to 1.30% range,
still well below the Fed’s target of 2%.

Performance Discussion
The Fund underperformed its primary benchmark, the Russell 1000 Growth Index, but
outperformed its secondary benchmark, the S&P 500 Index, for the period.
Our goal is to provide consistent outperformance long term by focusing on what we
consider our strengths: picking stocks and avoiding macroeconomic risks. Stocks are
selected by our seven sector teams, which employ a bottom-up, fundamental approach
to identify what we consider the best global opportunities.
On a sector basis, our holdings in the industrials and health care sectors led detractors
to relative performance during the period. Biogen was a top detractor. Growth for
Tecfidera, one of its multiple sclerosis therapies, slowed significantly during the quarter.
This surprised the market given recent strong sales results. Meanwhile, Biogen’s
promising Alzheimer’s therapy is advancing into pivotal trials, but the data are still several
years away, so won’t provide a near-term catalyst. Cognizant of these factors, we
trimmed the stock during the period.
Mallinckrodt was also a top detractor. Drug stocks tumbled late in the quarter after a top
presidential candidate promised to unveil a plan to combat high drug prices, a month
after the company reported disappointing quarterly revenue and trimmed its sales
forecast for Acthar, one of its treatments. We remain positive on the company. A spin-off
from Covidien has given the management team flexibility to dictate the strategy and
incentive structure at the company. Since that time, Mallinckrodt has trimmed costs and
made strategic acquisitions that have improved the firm’s product profile. We believe the
company will remain a strong consolidator within the specialty pharmaceutical industry,
or could be a potential acquisition target. We also don’t expect the drug competing with
Acthar to be able to come to market in the near term.
AbbVie was another detractor. Concerns about drug pricing were a headwind for a
number of biotech and specialty pharmaceutical companies this quarter, and AbbVie was
not immune to the sell-off. Specific concerns about competition for AbbVie’s drug
Humira also remain. We continue to like the company, however. AbbVie has actually
diversified its product portfolio so that future revenues are less dependent on Humira.
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Executive Summary
• U.S. 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 and will attempt
to use that volatility to our
advantage.
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We like the potential for Imbruvica, a blood cancer drug AbbVie
acquired from Pharmacyclics, and the company’s treatment for
hepatitis C. Along with these existing drug franchises, we also
like the potential for several drugs that are under development
by the company.
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 technology and communication sectors contributed the
most to relative performance during the quarter.
Google was the largest individual contributor to performance
and a number of factors have driven the stock higher this year.
Strong earnings provided further evidence that the company is
well positioned to consolidate advertising spending as
advertising becomes increasingly connected and personalized,
and as it transitions from offline channels such as print and
television to more measurable online channels such as mobile
and online video. The market has also been encouraged by the
new CFO’s focus on expense discipline, and the announcement
to restructure Google under Alphabet Inc. and separately report
the revenue and profitability of its core search, YouTube, apps
and display businesses from its newer non-core ventures. The
increased disclosure is positive and will help investors value the
businesses held in the portfolio.

Amazon was also a top contributor to performance this quarter.
The company continued to improve operating leverage in its
core retail business and reported impressive results for Amazon
Web Services, the company’s cloud business. We have
mentioned Amazon in previous commentaries, and believe it is a
good example of the types of competitively advantaged
companies we tend to seek in our portfolio. Amazon has already
rewritten the rules for retail shopping and we believe it will
continue to gain consumers’ wallet share as more shopping
moves from physical stores to online and mobile purchases.
Meanwhile Amazon Web Services, which has come to market
with scale and a disruptive pricing model for businesses
seeking cloud-based services, has also continued to show
healthy growth.
Advance Auto Parts was another top contributor. The stock was
up after its quarterly results and full-year outlook topped
expectations and an activist investor revealed a stake in the
company. Advance Auto Parts operates auto part retail stores
which sell to “do-it-yourself” and “do-it-for-me” customers. We
like that management has consistently grown shareholder value
through margin initiatives and share repurchases. We also like
the company’s potential for acquisition-supported upgrades to
logistics, inventory, brand and regional scale.

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

Outlook
Market weakness over the past quarter was due largely to fears
about a slowdown in China. We recognize that economic
developments in China are significant and that market
watchers, including Federal Reserve (Fed) Chairwoman Janet
Yellen, will keep an eye on progress as she looks to time rate
increases. We think, however, that China’s uncertainty only
changes how you invest in equity, rather than whether you
invest in equity.
There are some difficult equity issues to consider. China’s
weakness with the fall in oil is a problem for U.S. industrial and
energy companies, especially as the dollar strengthens. We
expect that volatility will remain higher in the coming months.
Market volatility, measured by the standard deviations of
returns, is rising but only to a level just above historical
averages. The last months of the third quarter pulled us out of
the doldrums.
China’s weakness, as it turns out, could be a boon to the U.S.
consumer with cheaper import prices. Already benefiting from

lower gasoline prices, the consumer is stronger and smarter.
Consumers are spending more, but in a way that favors some
retailers over others. Over time, however, the opportunities in
stocks and from stock picking will win out. A combination of
innovation and demographics drives the health care sector.
China’s economic outcome won’t stop us from getting older or
treatments for diseases from getting more effective. The move
to the cloud computing that is driving so much of tech doesn’t
stop because the Chinese manufacturing index is low. And so
on for many sectors and more importantly for many, many
more stocks.
Overall, valuations this quarter came down to more reasonable
levels. Price-earnings ratios (P/Es) are down to historical
averages, price to cash flow is below average and dividend
yields for many indices and companies exceed 10-year bond
rates. Markets are not giving many companies credit for their
growth potential. The best opportunities are specific companies
that are growing through capital allocation or by gaining market
share. We believe these companies can grow, even with a
backdrop of slow global economic growth.
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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 (%)

Google Inc

4.75

0.63

Biogen Inc

1.46

-0.63

Amazon.com Inc

2.11

0.30

Apple Inc

5.19

-0.61

Advance Auto Parts Inc

1.28

0.19

Mallinckrodt PLC

0.67

-0.58

NIKE Inc

1.45

0.17

Colfax Corp

0.56

-0.30

Chipotle Mexican Grill Inc

0.89

0.15

AbbVie Inc

1.46

-0.28

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

Google: The Internet search engine leader is benefiting
from strong growth in mobile search 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.
We also believe YouTube is well positioned to benefit from
secular growth in online video.

Biogen: The biotechnology company develops therapies
focusing on neurology, immunology and hematologic
diseases. We believe the company’s pipeline products can
drive strong long-term growth.

Amazon: The online retailer offers a wide range of products,
including books, music, videotapes, computers, electronics,
home and garden, and numerous other products. Amazon
offers personalized shopping services, Web-based credit
card payment and direct shipping to customers. We believe
the company’s competitive advantages of a low overhead
cost structure, allowing an aggressive pricing structure, and
faster shipping will cause consumers to shift an increasing
amount of their general merchandise spending toward it.
Given that over 90% of retail sales are still sold offline, we
believe Amazon has significant opportunities ahead,
particularly as they expand into new business lines
and geographies.
Advance Auto Parts: We believe the size and scale of the
auto parts supplier gives it a pricing advantage that will help
it take share from smaller, independently owned parts stores.
We also believe that the consultative sale required for selling
auto parts helps protect Advance Auto from
online competition.
Nike: We believe the footwear and apparel maker can
benefit from the growing relevance of sport in global culture.
In particular, we like the sports products provider for its

Apple Inc.: One of the world’s largest mobile device and
computer makers, Apple has been the beneficiary of
incremental sales opportunities and increased penetration in
new geographies, mobile service providers and
product categories.
Mallinckrodt: The pharmaceutical company was spun out
from Covidien. We believe the management team at
Mallinckrodt will continue to reduce costs at the company
and improve the management of its existing assets. We also
like the potential for some of the company’s treatments
including Ofirmev, an acetaminophen injection the company
obtained as part of an acquisition, and also Xartemis, an
extended-release, abuse-deterrent pain treatment.
Colfax: The diversified manufacturing and engineering
company provides gas- and fluid-handling and fabrication
technology products and services to industrial customers
worldwide. The position is under review after a change in
management at the company and concerns about how
weakness in emerging markets may affect some of the
company’s businesses.
AbbVie: The research-based pharmaceutical company
produces drugs for specialty therapeutic areas such as
immunology, chronic kidney disease, hepatitis C, women's
health, oncology and neuroscience. We like AbbVie for its alloral regimen to treat hepatitis C, and are also excited about
the potential for Imbruvica, a cancer treatment for various
types of leukemia that AbbVie acquired from Pharmacyclics.
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Top Contributors (continued)

Top Detractors (continued)

significant emerging market exposure and its ability to
expand into markets it enters based on its brand strength.
Operationally, Nike is changing its product mix to improve
sales and profitability and investing also in its omnichannel
sales experience to better position the company as more
sales move online. We also think the company will continue
to return cash to shareholders through increased dividends
and share buybacks.

Additionally, we like the potential for several other drugs in
late-stage development from AbbVie.

Chipotle Mexican Grill: We think Chipotle is still early in its
store unit growth. As consumers continue to seek healthier,
more natural foods, we believe Chipotle’s commitment to
simple, sustainably grown and produced food without the
use of additives is a differentiator compared to other fastfood, family dining and fast-casual establishments.

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 Research Fund are: Apple Inc (5.16%), Google Inc (4.72%), Facebook Inc (2.54%), Lowe's Cos Inc (2.15%),
Amazon.com Inc (2.09%), Amgen Inc (2.02%), Comcast Corp (1.95%), Celgene Corp (1.89%), Walt Disney Co (1.87%) and Starbucks Corp (1.69%). 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.
Russell 1000® Growth Index measures the performance of those Russell 1000® companies with higher price-to-book ratios and higher forecasted growth
values.
S&P 500® Index measures broad U.S. equity performance.
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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