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Janus Short-Term Bond Fund

Investment Environment
The yield on the two-year Treasury rose in the fourth quarter as the U.S. economy
gathered momentum and a market consensus formed that a rate hike by the Federal
Reserve (Fed) was in the offing mid-2015. The Fed’s benchmark rates are short-term;
thus, the short end of the yield curve is typically tied to the direction of the Fed’s
benchmark rates.
However, economic growth abroad deteriorated. Japan entered recession while
economic growth stalled in the eurozone’s core countries, like Germany. Disinflation
continued to dog developed countries globally; however, amid declining crude oil
demand and slower global growth, particularly China’s, crude oil prices plunged.
Disinflationary trends only worsened, and more aggressive monetary stimulus was
announced by the Bank of Japan and expectations mounted for the European Central
Bank (ECB) to announce some of its own.
Divergent growth and monetary trajectories between the U.S. and its major trading
partners drove a rally in the U.S. dollar. A stronger U.S. dollar and higher yields of longend Treasurys versus sovereign yields of developed markets abroad led foreign investors
to step up purchases of longer dated Treasurys. Tame inflation further depressed longend Treasury yields, and the curve flattened.
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Executive Summary

Performance Discussion
We continue to believe that a bottom-up, fundamental, research-driven security selection
process focused on credit-oriented investments represents the most effective way to
generate consistent risk-adjusted outperformance over time. Still, the Fund
underperformed its benchmark, the Barclays U.S. Government/Credit 1-3 Year Bond
Index.
Underperformance was primarily driven by our security selection within corporate credit,
specifically energy-related credits, as well as by an overweight to corporate credit in
general. In the fourth quarter, the sharp decline in crude oil prices sparked indiscriminate
selling in energy-related corporate credit, primarily within the high-yield market. We had
a material overweight in several energy-related sectors.
Our energy exposure included companies that generate solid cash flows and are
strengthening their balance sheets, in our view. Many have ratings in the high-yield
market’s “crossover” section, which is just beneath investment grade. We believe this
section of the high-yield market, in general, offers attractive risk-adjusted returns due to
the potential ratings upgrades for these companies. We also believe that many of our
energy holdings can efficiently produce oil at lower prices.
But, wholesale selling of energy credits during the quarter, especially in high yield, meant
individual company fundamentals were ignored, in our view. We would add that a
significant portion of crude oil’s quarterly decline occurred during the holiday season.
That is a low volume period in the high-yield market, and we believe the lower trading
volume exacerbated price declines.
The independent-energy sector, in particular, detracted from the Fund’s relative
performance. California Resources, a recent spin-off from Occidental Petroleum, was the
largest individual credit detractor and an out-of-index position. Historically, the company
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• Short-term rates rose as a
consensus grew around the
Federal Reserve’s rate hike
sometime in mid- to late 2015.
• Underperformance was driven
largely by our security selection
within corporate credit, where
we are overweight.
• We anticipate that the global
financial markets may be
vulnerable to increased
volatility, and given our focus
on capital preservation, we
have reduced our credit
exposure and increased our
Treasury exposure.
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had only occasionally hedged a small amount of its oil output,
and we believe the prices of its securities declined in direct
sympathy with price of crude oil. Given what we perceive to be
increased risk presented by the debt of the firm, we have since
sold our position.
The brokerage, asset managers and exchanges sector as well
as the automotive sector within corporate credit were additive
on a relative basis. Our out-of-index high-yield exposure in
corporate credit helped make spread carry, or the excess

income generated by individual securities versus the index, a
relative contributor.
Our Treasury allocation was a modest detractor on a relative
basis as a result of our yield curve positioning. The investment
strategy uses Treasurys to manage the Fund’s duration. While
we were short duration versus the benchmark when short-end
rates rose, the degree to which we were short the benchmark
was the detractor.

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

Outlook
We have reduced our corporate credit exposure and raised our
Treasury exposure in an effort to preserve capital, the core
focus of this fund.
The global financial markets are vulnerable to increased
volatility amid higher uncertainty around economic growth
abroad. Moreover, even a small rate hike by the Fed in mid- to
late 2015 could create market instability given the large
amount of investor leverage, specifically in the form of carry
trades, in our view. (In a carry trade, an investor borrows at a
lower rate and invests the money at a higher rate.)

rotation into Treasurys. That said, we remain overweight
corporate credit as its extra spread carry helps create attractive
risk-adjusted returns in a volatile market. We are increasingly
selective in credit, and we have reduced our high-yield
exposure, where we remain focused on credits which are higher
quality, in our view.
Given the relative stability that the U.S. economy offers versus
economies abroad, the portfolio’s exposure remains
domestically centered. Still, this year will present challenges
created by the potential for greater volatility in the global
financial markets. That makes our core tenets of seeking capital
preservation and risk-adjusted returns all the more important.

The Fund’s corporate credit allocation is down nearly 10
percentage points, and we anticipate reducing it further, with a

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

Average
Weight (%)

Relative
Contribution (%) Top Detractors

Average
Weight (%)

Relative
Contribution (%)

E*TRADE Financial Corp

1.66

0.04

California Resources Corp

0.60

-0.07

General Motors Co

3.08

0.04

Kodiak Oil & Gas Corp

0.79

-0.06

Kinder Morgan Energy Partners

1.56

0.03

Nabors Industries Inc

1.06

-0.06

CIT Group Inc

1.30

0.03

Chesapeake Energy Corp

2.99

-0.04

ArcelorMittal

1.14

0.02

DCP Midstream Operating LP

2.23

-0.03

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.
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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 Short-Term Bond Fund are: U.S. Treasury Notes/Bonds (3.55%), U.S. Treasury Notes/Bonds (2.46%),
United States Treasury Note/Bond (2.42%), U.S. Treasury Notes/Bonds (2.24%), U.S. Treasury Notes/Bonds (2.17%), U.S. Treasury Notes/Bonds (2.15%), U.S.
Treasury Notes/Bonds (2.05%), JPMorgan Chase & Co. (1.78%), U.S. Treasury Notes/Bonds (1.60%) and General Motors Co (1.59%). 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.
For fixed income portfolios, relative contribution is calculated by rolling up securities by issuer and comparing the daily returns for securities in the portfolio relative
to those in the index. Relative contribution is based on returns gross of advisory fees, and may differ from actual performance.
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.
Fixed income securities are subject to interest rate, inflation, credit and default risk. The bond market is volatile. As interest rates rise, bond prices
usually fall, and vice versa. The return of principal is not guaranteed, and prices may decline if an issuer fails to make timely payments or its credit
strength weakens.
Foreign securities are subject to additional risks including currency fluctuations, political and economic uncertainty, increased volatility and differing
financial and information reporting standards, all of which are magnified in emerging markets.
High-yield/high-risk bonds, also known as ”junk” bonds, involve a greater risk of default and price volatility than U.S. Government and other high
quality bonds. High-yield/high-risk bonds can experience sudden and sharp price swings which will affect net asset value.
Barclays 1-3 Year U.S. Government/Credit Index is composed of all bonds of investment grade with a maturity between one and three years.
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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