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Investment Environment
Major U.S. stock indices finished the second quarter mixed, with the final week erasing
many of what gains had been attained. While the S&P 500 Index, Dow Jones Industrial
Average, Nasdaq and Russell 2000 Index all achieved record highs, they did so in
understated fashion as both volume and volatility remained muted for much of the
period. Earnings season largely exceeded expectations, but enthusiasm was tempered
as valuations were considered stretched compared to long-term averages. Stocks were
also aided by favorable economic data that indicated the factors contributing to the
winter slowdown were indeed transitory. Employment data including nonfarm payrolls
and wages exhibited renewed strength during the spring. Partly as a consequence, key
retail sales data hinted that consumers were once again finding their footing as a source
of broad economic growth. Crude oil prices reset within a higher trading band and the
dollar stabilized after its recent strong period of appreciation. Both developments were
highlighted by the Federal Reserve’s (Fed) June statement, in which it said a potential
increase of the Fed Funds rate during the latter part of the year would be “appropriate.”
Chairwoman Janet Yellen also reiterated that any move would be data-dependent,
thoughtful and measured. Negative sentiment emanating from Europe – centering on
Greece’s ability to meet its debt obligations – impacted U.S. shares late in the quarter.
Previous high fliers were especially impacted. The Nasdaq gave back most of its gains
yet still finished in positive territory, while small-cap stocks, as measured by the Russell
2000 Index, finished the period flat.

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 global
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 health care and industrial sectors led detractors to
relative performance during the period.
The second quarter was not kind to airlines, which led to United Continental Holdings
becoming one of the period’s largest detractors. The company reporting consensusbeating first quarter earnings was not enough to outweigh the industry-wide concerns
over capacity. During the period, a leading competitor announced that it was slightly
raising capacity, igniting fear that the recent discipline exercised by the industry leaders
may possibly fray. While the U.S. airline fleet is roughly 5% below its 2007 peak,
available seat miles (ASM) – a measure combining total seats and miles flown – has
crept up in recent quarters. Perspective is needed here as, in our view, this increase is
very meager when compared to previous cycles when the industry subjected itself to
debilitating overcapacity.
Home improvement store Lowe’s weighed on the Fund during the quarter. The company
reported good, but softer-than-expected, first-quarter sales. In our view, adverse weather
was an important factor on first quarter results, and we ultimately expect that most of the
lost sales will be recaptured. With only one other large competitor, Lowe’s operates in a
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Executive Summary
• U.S. major indices achieved
record highs before fading at
the end of the quarter, while
volume and volatility remained
muted.
• The fund underperformed its
benchmark, with holdings in the
health care and industrial
sectors detracting from results.
Stock selection in the
communications and financial
sectors contributed to relative
performance.
• We continue to see potential for
growth in equities.
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much friendlier market structure than do many other retailers.
Recent data showing a housing rebound and an increase in
consumer spending on home-improvement projects should also
provide long-term tailwinds for Lowe’s.
Confectionary maker Hershey was a large detractor, primarily
on concerns from its international operations. During the
quarter the company reported a year-over-year sales increase
but lowered its 2015 sales guidance due to weakness in
international markets. Management did, however, reaffirm fullyear earnings guidance. In addition to the negative currency
impact on account of a strong U.S. dollar, sales in China hurt
performance. This heightened concern of a possible inventory
overhang that would have to be worked through before
meaningful sales growth could return. Hershey’s North
American business held up well, in part due to moderating costs
of key raw materials.
Our stock selection in the communications and financial sectors
contributed the most to relative performance during the quarter.
Internet giant Amazon saw its shares gain nearly 14% in a
single session early in the quarter. While the company beat
consensus estimates on revenue and earnings, the true catalyst
was it breaking out results for its cloud computing business,
known as Amazon Web Services (AWS), for the first time. The
earnings report revealed that this $5 billion business had grown
by nearly 50% year over year. Results also showed that gross
profit improvement in Amazon’s core retail business also
accelerated during the fourth quarter. Gross profit gains were
aided by greater automation and rising fulfillment center

utilization.
Several factors led to T-Mobile’s stock performing well,
resulting in it being one of the quarter’s top contributors. Early
on it posted a solid earnings report with both revenue and
earnings before interest, depreciation and amortization
(EBITDA) slightly above consensus. The same report also
showed an increase in post-paid net subscribers and record low
churn. Consequently, management raised its full-year outlook
for subscribers. These results confirm the company’s recent
business momentum, which in our view, should continue over
the course of the year, resulting in increased profitability. Later
in the month, the stock rose on speculation that satellite
operator Dish Network was considering making a bid for TMobile. The development highlights the company’s unique
position as a potential target or partner in an evolving landscape
marked by convergence between fixed and mobile services to
optimize content delivery.
The stock of coffee retailer Starbucks enjoyed a strong quarter,
partly fueled by a well-received earnings report released in
April. Total revenue, licensing revenue and operating income all
grew at a strong clip. Regionally, the U.S. and Asia-Pacific were
sources of strength. In the U.S., improving performance was
partly attributable to food sales, namely breakfast items.
Looking forward, the company confirmed earnings guidance
despite an anticipated currency headwind due to the strong
U.S. dollar. Management has also developed a pipeline of
innovations, including a more robust membership program, a
delivery service and mobile orders.

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

Outlook
We believe the U.S. economy is generally in good shape. We
have yet to see a significant pickup in consumer spending, but
believe early signs of wage growth and the savings consumers
are receiving from lower gasoline prices will eventually flow
through the economy. A housing market that we believe is still
only in the middle innings of a recovery should also provide a
long-term tailwind.
While we remain positive on the broader economy and equities
markets, we do not, however, expect to see acceleration in
stock gains. Markets are beginning to price in higher interest
rates, and with rates poised to move up, it is hard to foresee
further multiple expansion for U.S. stocks. While we expect to
remain in a low interest rate, low inflation environment – which
is fertile ground for equities and justification for current
valuations in many sectors – the specter of higher rates does
present a potential headwind that investors have not had to

account for in several years. Instead, incremental advances in
stocks will either need to come from revenue growth or
management taking creative steps to generate shareholder
value. The argument for the former is supported by improving
retail sales data and the aforementioned housing recovery, a
sector that has a knock-on effect on ancillary industries. With
regard to management creativity, the mergers and acquisitions
activity in health care and technology – most recently with
semiconductors – that we have experienced in 2015 illustrates
managers’ commitment to engineer new sources of earnings
growth. Similarly, robust stock buybacks are another method
through which companies are presently delivering shareholder
value.
Growth matters in Europe too, and we are seeing a firming of
conditions there. We closely monitoring developments with
Greece, we do not lose sight of the fact that the country
represents less than 2% of European Gross Domestic Product
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(GDP). So while it is not ideal to have social and political unrest
on your periphery – and economic depressions can bring on
those conditions – the Greek problem will not undermine
Europe. It is different from the last time a Greek default
threatened the stability of other banking systems in Europe.

better corporate governance. Companies are raising dividends
and appointing outside directors. More importantly, some
companies are restructuring whole industries.

Quantitative easing (QE) is gaining traction in Europe. The
weaker euro helps fuel export growth while stronger auto sales,
positive loan growth and better bank balance sheets portend a
local recovery. The scope for margin expansion remains. Our
European financial analyst sees green shoots and expects
lower loan losses, rising returns and the all-important increasing
of dividend payments, bullish signs for financials and perhaps
for equities more broadly.

China and the rest of Asia are vexing. While, China, too, has the
ability to stimulate its economy, it is not a country without
challenges. The industrial sector is slowing, part of a
rationalization plan that ultimately leads to a more efficient
economy. We expect over time that the consumer sector will
offset some growth pressures in the country; in the shorter
term, however, we are seeing contrary signs such as slower car
sales and a continued lull in luxury spending. The rise in the
Shanghai stock market and recently, a government attempt to
prop it up after a pullback, are worrisome.

In Japan, Prime Minister Shinzo Abe’s administration has
engineered a favorable backdrop for Japanese equities in terms
of supply and demand: corporates are buying their own shares
back, the Bank of Japan is buying Japanese equities as part of
its QE, the government’s main pension fund is buying Japanese
equities and moving away from bonds, and the market is
running out of sellers. The message once again, however,
centers on stock picking. New initiatives are also encouraging

The strength of the U.S. dollar means that revenue growth, at
least overseas, will be harder to come by. These factors do not
make us bearish on equities, but in an environment where
multiples are not likely to expand and revenue growth could be
more of a challenge, we think it underscores the importance of
finding those select companies with truly sustainable
competitive advantages who can take market share and
continue to grow earnings in excess of the market.

Top Contributors and Detractors for the Quarter Ended 6/30/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Amazon.com Inc

1.71

0.24

United Continental Holdings Inc

1.05

-0.25

T-Mobile US Inc

1.05

0.23

Lowe's Cos Inc

1.58

-0.18

Starbucks Corp

1.61

0.19

Google Inc

3.78

-0.18

Walt Disney Co

2.01

0.14

Union Pacific Corp

1.21

-0.16

Eli Lilly & Co

1.64

0.14

Hershey Co

1.18

-0.15

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

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

United Continental Holdings: One of the world’s largest
airline carriers, the company possesses significant upside
potential, in our view. Returns on invested capital are rising
and likely to improve as United improves its operations
following its merger with Continental. Moreover, the airline
has pricing power for the first time in years due to capacity
reductions in the industry.
Lowe’s: The home improvement retailer distributes building
materials and supplies through stores in the U.S. Lowe’s
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Top Contributors (continued)

Top Detractors (continued)

believe Amazon has significant opportunities ahead,
particularly as they expand into new business lines and
geographies.

offers a complete line of products and services for home
decorating, maintenance, repair, remodeling and property
maintenance. As one of two major home improvement
retailers, we believe the company is well positioned to
benefit from increased housing turnover, home price
appreciation, an aging housing inventory and greater credit
availability, in our view. We also believe Lowe’s can improve
its margins with several operational initiatives. Finally, we
appreciate that the company’s interests are aligned with
shareholders as demonstrated by its history of returning
significant amounts of capital to shareholders through share
buybacks and dividends.

T-Mobile US: Created through the combination of T-Mobile
USA and MetroPCS in May 2013, T-Mobile US is one of
four national wireless carriers in the U.S. The company
provides wireless voice, messaging and data services in the
U.S., Puerto Rico and the U.S. Virgin Islands under the TMobile, MetroPCS and GoSmart Mobile brands. We like the
company’s challenger status against industry leaders AT&T
and Verizon Wireless. Due to the breakup fee AT&T paid in
its failed attempt to buy T-Mobile in 2011 and a tower sale
to Crown Castle International that includes the right to add
4G/LTE (Long Term Evolution) capabilities with no further
costs on those towers, the company is now armed with
enough capital and spectrum to execute its plan, in our view.
T-Mobile US is building a quality high-speed mobile data
network and will use lower prices and brand recognition to
attempt to take market share from the industry leaders.
Starbucks: The coffee retailer, which also offers other
beverages and a variety of fresh food items through
company-operated and licensed stores, is well positioned to
continue gaining share in the coffee industry, including the
premium packaged coffee and single cup markets, in our
view. Lower coffee costs are allowing the company to
increase investments in growth initiatives such as its
Teavana tea shops, La Boulange bakery and its newly
launched Verismo single serve beverage system. We also
believe Starbucks’ expansion into Asia will continue to add
meaningfully to sales and profits given that region’s higher
operating margin and Starbucks underpenetrated market
positioning. We also believe that Starbucks has a unique
long-term strategy to increase its penetration in the
consumer packaged food channel by leveraging its brand
name into new non-coffee products. Finally, we appreciate
the company’s multiple levers to drive traffic into its stores
and company-wide focus on growing comparable store
sales.
Walt Disney: We like diversified entertainment company
Walt Disney Production’s high-quality content offered
through its media networks and believe it will continue to be
greatly valued by consumers who are increasingly accessing
content through online platforms, wireless networks and
mobile devices. We also like their brand-centric strategy and
ability to monetize through consumer products and theme
parks.

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 better-than-expected mobile and tablet search
business has more than neutralized its slowing desktop
computer search business in developed markets, and the
company should offset market share losses in e-commerce
by launching a new paid listing shopping search engine.
Union Pacific: We favor Union Pacific as it has a more
diversified mix of products that is 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.
Hershey Foods: We feel the provider of chocolate and
confectionery products will demonstrate better profit growth
relative to peers due to a dramatically improved product
pipeline and strong marketing support, which has led to solid
organic sales growth in the U.S. The company is also
restructuring its manufacturing base in the U.S., which
should result in material cost savings. Finally, we appreciate
the company's strong international growth through
distribution partners and its sales force investment.
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Top Contributors (continued)
Eli Lilly: After a period of having a thin product pipeline at
pharmaceutical giant Eli Lilly, the opposite is now true, and
the market is recognizing it. The ramp up in R&D has
resulted in several treatments in phase 3 of trials. In addition
to a promising oral breast cancer drug, potential products
include therapies addressing heart disease, migraines,
diabetes and Alzheimer’s.

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 6/30/15 the top ten portfolio holdings of Janus Research Fund are: Apple Inc (5.11%), Google Inc (3.73%), Facebook Inc (2.31%), Biogen Inc (2.27%),
Amgen Inc (2.03%), Comcast Corp (2.02%), Walt Disney Co (1.99%), Celgene Corp (1.83%), Amazon.com Inc (1.69%) and Oracle Corp (1.63%). There are no
assurances that any Janus portfolio currently holds these securities or other securities mentioned in this commentary.
The opinions are as of 6/30/15 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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