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Investment Environment
U.S. indices rallied early in the quarter, continuing their recovery from the summer sell-off
and relieved that the Federal Reserve (Fed) did not raise interest rates in September.
That decision appeared validated by weak September employment data. Volatility
returned in November as corporate earnings, in aggregate, were subdued and
manufacturing data weighed on sentiment. Yet two subsequent employment reports
convinced investors that the economy was sufficiently healthy to allow the Fed to raise
rates in December. Once a hike was effectively priced in, stock investors became
concerned with other potential sources of risk. Among these was yet another leg down
on the multi-month energy route as prices on North America’s crude oil benchmark
dropped below $35 per barrel on the back of surging inventory. Despite a December selloff, major indices finished the quarter in positive territory. Health care and technology
names were among the quarter’s largest gainers. Despite December weakness, material
companies also recorded solid gains for the period. The energy sector, however,
remained largely out of favor throughout the period, lagging the broader market.

Performance Discussion
The Fund underperformed its primary benchmark, the Russell 1000 Growth Index, and
its secondary benchmark, the S&P 500 Index. 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.
Weighing most on relative returns were our holdings in the consumer and information
technology sectors. On and individual basis, Advance Auto Parts weighed on results as
the company’s CEO announced his retirement after the company reported disappointing
third quarter earnings. The company also faced pressure from an activist investor. During
the period, we exited our position in the company.
Restaurant chain Chipotle Mexican Grill saw its shares negatively impacted by the
outbreak of a food-borne illness linked to its locations in the Pacific Northwest. A chief
concern was the difficulty the company and authorities had in identifying the specific
source of the outbreak. Later in the period, an unrelated series of illnesses was linked to
a Chipotle location in Boston. That outbreak was later traced to a sick employee at a
specific restaurant. As a consequence of these events, management revised its revenue
forecasts lower. Prior to these developments, the company had released an earnings
report broadly in-line with consensus estimates and also announced the hiring of the
former chief information officer of Starbucks.
Polaris Industries, a maker of motorized recreational products, saw its shares slide over
the quarter, despite issuing a respectable earnings report midway through the period.
While the company beat consensus revenue estimates, it lowered its full-year earnings
guidance. The shift spooked investors, as did headwinds caused by a strong U.S. dollar
and relatively high levels of dealer inventory. Both of these, however, are likely temporary,
in our view. Also weighing on the stock was what many perceive as a slowing retail sales
environment. Still, the company saw sales in its motorcycle division perform strongly, with
figures for its Indian brand doubling from 2014. Moreover, the company’s balance sheet,
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Executive Summary
• U.S. stocks recovered from the
summer dip, but came under
renewed pressure in December
as weak oil prices hinted at
slowing global growth.
• The Fund underperformed its
benchmark, with the consumer
and technology sectors
weighing most on relative
returns.
• We believe that improving
consumption in both the U.S.
and abroad can, in part,
compensate for weaker
industrial output.
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in our view, remained very strong, with potential room for adding
leverage that could then be deployed for stock repurchases.
The sectors contributing most to relative returns were
communications and health care, both on account of stock
selection. The Class-C stock of Alphabet Inc. (formerly Google)
was the Fund’s top individual contributor to performance during
the quarter. Alphabet’s share price benefited from better than
expected earnings results, as well as from the company’s
restructuring, which was initiated in the third quarter. The
restructuring, which involved the creation of the Alphabet
holding company that now owns Google and several other
businesses, has resulted in greater accounting transparency,
making it easier to value each of the company’s entities.
Alphabet’s earnings growth was driven by improvements in its
mobile search revenue, as well as its YouTube and
programmatic businesses. The firm also announced a
significant stock buyback program, providing additional support
to its shares.
Another marquee Internet name, Amazon, was also a strong
contributor. The company released a consensus-beating
earnings report, driven by acceleration in year-over-year
revenue growth. Sales gains are reaching the bottom line
despite the healthy pace of investment and hiring. Its
electronics and general merchandise segment posted strong

gains, as did its cloud-computing division, Amazon Web
Services (AWS). The latter segment continues to record
impressive increases in operating margins. AWS, in our view,
remains well positioned to benefit from the increasing shift to
cloud computing. We believe Amazon's low overhead cost
structure allows the company to pursue an aggressive pricing
strategy which, together with faster shipping, is driving market
share gains in general merchandise.
Facebook’s share price surged early in the quarter in advance
of what turned out to be a consensus-beating earnings report.
Both revenue and earnings per share exceeded market
estimates. Total revenue growth accelerated over the pace of
the previous two quarters and advertising revenue growth
reached 57% year over year. Management also tightened fullyear guidance in a favorable direction. Underlying the report are
characteristics that, in our view, validate our investment thesis:
User growth remains healthy and Instagram continues to gain
traction. We believe that management is on the path to
increasing its monetization of Instagram and news-feed video
ads. We expect these trends to continue as the utilization of
these platforms for traditional branding purposes gains greater
acceptance, further catalyzing the transition of advertising
dollars to mobile platforms.

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

Outlook
What was good is now bad, what worried us is now all right, and
signals of strength are warning lights. What is the year coming
to? And where will 2016 take us?
Investors can be forgiven for not knowing which way is up as
we pull out of 2015. The low oil price that was a boon to the
U.S. consumer is now so low that markets are spooked. The
Fed is raising rates, but, once anticipated as a sign of economic
strength, some now see liftoff as negative for the
equity markets.
It is not whether the glass is half full or half empty. It is that
there are two glasses. There’s an abundance of conflicting
economic data but nowhere is the contrast as stark as in the
varying directions of the consumer and industrial sectors. Man
versus machine. Earlier this year, in America, falling oil was seen
as a boon to the consumer. We are seeing signs that the
consumer is using the savings from the pump to increase
spending. Retail sales are holding up and consumer activity is
fairly strong.
Unfortunately, the U.S. industrial sector is suffering. China, the
dollar and especially lower oil field investment are hurting the

sector, even for companies without large direct energy
exposures. Competitors with oil exposure, it seems, are turning
to other market segments to generate cash and gain share. If
the U.S. industrial sector is not in recession, it is close.
Economic measures and our own company discussions lead us
to draw the conclusion that this is indeed the case. Industrial
and material stocks were the most likely to disappoint in fourth
quarter results.
The question for U.S. markets, however, is whether the
slowdown will transfer to the consumer and ultimately to the
equity markets. The consumer is standing on a platform that
could prove to be fragile if an economic turndown saps
confidence. The Fed could help with a slow pace of rate
increases but its power is limited from here.
The weak industrial sector is just one concern, however. The
junk bond market also is worrying investors. Spreads are
blowing out, liquidity is scarce, and the market is under
pressure. If an investor recalls 2007, the concern is
understandable. Fixed income market turmoil was the canary in
the coal mine in the financial crisis. There are differences,
however, including that the weakness in high yield today comes
from energy and not from financials. Corporate and household
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balance sheets are far healthier than in 2007.
Adjusting for the outperformance of a narrow group of stocks
and for the different energy weights in the S&P 500 and the
high-yield index, the two indices have fallen about the same
amount this quarter. In other words, equities to some extent are
already reflecting the high-yield market.
Investors, still looking for canaries however, can consider
commodities. Often commodities signal a bear market for
equities but commodities have been weak for three years and
equities are holding up. For the last five years, China
represented more than 50% of the demand for many
commodities and producers expanded to accommodate what
was seen as always expanding appetite. Commodities are
suffering now but the signal may be more about prior overoptimism in the sector than about equity markets.

In the end, we think the opportunities matter more. With U.S.
markets, as measured by the S&P 500 Index, at a forward priceearnings ratio of 16, we don’t think valuations are stretched.
While the market may offer modest earnings growth (more if
you take out industrials and energy), the range of outcomes
should be wide, making stock markets fertile ground for
fundamental analysis. Earnings growth and strong balance
sheets will likely be rewarded.
Man versus machine makes for good movies but we do not
think the theme will hold the attention of markets much into
2016. We expect to see encouraging signs from the consumer
and moderating pain in the industrial sector, especially if our
base case holds true that China is resilient and that oil
eventually moves higher.
If that is where 2016 takes us, the canaries will be fine.

The push-me, pull-you markets of the fourth quarter reflect the
risks and opportunities investors are weighing and the return of
volatility after a period of doldrums.

Top Contributors and Detractors for the Quarter Ended 12/31/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Alphabet Inc.

5.56

1.17

Chipotle Mexican Grill Inc

0.55

-0.30

Amazon.com Inc

2.61

0.67

Polaris Industries Inc

0.78

-0.23

Facebook Inc

2.79

0.42

Advance Auto Parts Inc

0.00

-0.20

Amgen Inc

2.24

0.36

Apple Inc

4.29

-0.19

Bristol-Myers Squibb Co

1.62

0.25

Union Pacific Corp

1.00

-0.13

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

Alphabet Inc.: Alphabet, the holding company of Google
and several other businesses owned or tied to Google,
provides advertisers with superior cross-device marketing
offerings, in our view, and we see continued opportunity for
Google to monetize its Android mobile platform. We also see
opportunity for Google to increase monetization of its
YouTube video platform in the coming quarters now that it is
easier for advertisers to buy ads and target specific
audience segments on YouTube.

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.

Amazon: The online retailer offers a wide range of products,
including books, music, videotapes, computers, electronics,

Polaris Industries: We like this maker of recreational
vehicles and ATVs for its historical ability to deliver strong
results primarily from market share gains as a result of
continued product innovation, product line extensions, and
new market and international expansion efforts. We believe
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Top Contributors (continued)

Top Detractors (continued)

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.

the company’s manufacturing and supply chain are key
differentiators that will enable Polaris to perform well.

Facebook: The social networking website facilitates the
sharing of information, photographs, website links and
videos among family, friends and co-workers. Recent data,
including fast-growing sales, has given us greater
confidence in the sustainability of Facebook’s core product
and thus the advertising market that should accrete to it. We
believe the company will be among the few mobile platform
operators that disproportionately benefit from meaningful
new developments in advertising/marketing models, which
we believe will develop over the next several years. In
particular, we think we are in the early phase of advertising
dollars shifting to mobile, where Facebook is gaining traction
with app developers, direct response advertisers, brand
advertisers and small- to medium-size businesses.

Advance Auto Parts: While we believe the size and scale of
the auto parts supplier could give it a pricing advantage that
may help it take share from smaller, independently owned
parts stores, and that the consultative sale required for
selling auto parts could help protect the company from
online competition, we exited the position during the period.
Apple: The mobile device and computer maker has strong
free cash flow and a large sum of cash sitting on its balance
sheet. It continues to gain market share in personal
computing and remains a dominant player in the smartphone
market. We like the company for its growth potential and
appreciate its commitment to returning capital to
shareholders via dividends and stock repurchases.
Union Pacific: We favor Union Pacific as it has a more
diversified mix of products that it transports compared to
several industry peers. Both intermodal and automobile
transport stand to gain, in our view, as U.S. consumption
steadily improves. We also expect agricultural shipments to
pick up after a soft spot. Lastly, we favor management’s
efforts to streamline operations and to return more capital
to shareholders.

Amgen: We believe that this biotechnology company is
capable of significantly expanding margins over the next
several years. The company has multiple new products
launching. Among them is Repatha, a cholesterol lowering
therapy that has the potential to dramatically increase
revenues. Amgen also has plentiful free cash flow that it can
use to either repurchase stock or make additional
acquisitions. We are also attracted to the company’s strong
balance sheet.
Bristol-Myers Squibb: We like the potential of the
company’s immuno-oncology franchise, headlined by Opdivo,
which is proving effective in treating an expanding number
of different cancers. We also believe the company’s focus on
selling “super-premium” products to the developed world
positions it better than many other
pharmaceutical companies.
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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 12/31/15 the top ten portfolio holdings of Janus Research Fund are: Alphabet Inc (5.54%), Apple Inc (4.27%), Facebook Inc (2.78%), Amazon.com Inc
(2.60%), Amgen Inc (2.23%), Lowe's Cos Inc (2.23%), Celgene Corp (1.97%), Comcast Corp (1.82%), Coca-Cola Co (1.76%) and Walt Disney Co (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 12/31/15 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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