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Janus Short-Term Bond Fund

Investment Environment
The yield on the 2-year Treasury rose over much of the second quarter as improving
economic data after a winter soft spot heightened the expectation that the Federal
Reserve (Fed) was nearing the initiation of interest rate hikes. Payroll and wage growth
were largely favorable during the quarter and gains in retail sales boosted confidence
that consumers were returning to the marketplace. In its June statement, the Fed
reiterated that any move in interest rates would be data dependent and gradual,
reinforcing its bias of ensuring that growth be sustainable. After dipping to 0.483 in
April, the yield on the 2-year note rose to over 0.70 during the quarter before retreating
back to 0.643 as investors sought safety in light of questions surrounding Greece’s
ability to service its debt obligations.
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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.
For the second quarter, the Fund underperformed its benchmark, the Barclays U.S.
Government/Credit 1-3 Year Bond Index. Detracting from relative performance was our
Treasurys allocation. Duration of the Fund’s Treasurys is at present greater than that of
the benchmark. We use Treasurys as a tool to adjust duration of the overall portfolio, and
as short-term notes sold off during the period, our positioning detracted from relative
performance. Since our Treasurys allocation is considerably less than that of the
benchmark – and was further lowered during the quarter – the detraction from relative
performance due to our positioning was tempered.
Independent energy was the primary corporate sector weighing on relative returns. A
decline in Chesapeake Energy, which is not represented in the benchmark, detracted
from performance. We continue to like this leading producer of natural gas. It has a
leadership team that, in our view, manages its balance sheet like an investment-grade
company. With its ample liquidity and a large asset base, Chesapeake, in our view, is wellpositioned to attain a ratings upgrade.
Contributing to relative performance was spread carry – a measure of excess income
generated by holding a security – within our out-of-benchmark high-yield corporate
credit allocation as well as within our investment-grade corporate allocation. These
gains, however, were slightly diminished by our yield curve positioning within both market
segments. While yield curve positioning in our investment-grade credits detracted from
performance, it is worth stating that we favor holding these securities due to their
liquidity.
On a sector basis, our security selection in automotives and technology contributed to
relative performance. The individual issuer most responsible for outperformance was outof-benchmark DCP Midstream Energy. The company is one of the largest independent
natural gas and natural gas liquids (NGL) processors in the U.S. We like the fact that a
majority of DCP’s contracts are subject to minimum volume requirements, ensuring a
certain level of cash flow generation. Although the company’s leverage may rise in the
face of weakening NGL prices, we recognize that the two owners of its parent company
stand at the ready to support what they consider an important asset.
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Executive Summary
• During the quarter, short-term
rates rose on anticipation that a
rate hike was nearing.
• Fund underperformance was
primarily due to our yield curve
positioning in Treasurys.
• We are defensively positioned
due not only to the possibility of
rate hikes, but also a flood of
new issuance, shareholderfriendly activity and illiquid
markets.
• To generate favorable riskadjusted returns in a
challenging environment, we
will rely upon our fundamental,
bottom-up, and securityspecific investment approach.
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For detailed performance information or to download a Fact Sheet, please visit www.janus.com/funds

Outlook
The quarter’s incrementally improving economic data were a
factor in rising short-term rates, as expectations were heighted
that the years-long era of near zero-interest-rate-policy would
soon end. Given the sensitivity of shorter-maturity rates to
policy rates, a hike would be disproportionately felt on the short
end of the curve. It is for this reason that we raised the Fund’s
duration for much of the quarter until shortening it in the final
weeks as investors sought safety on concerns surrounding the
Greece crisis and China’s growth trajectory and the response of
its policy makers.
While risks to slowing U.S. – or global – growth could cause
the Fed to delay its initial rate hike, our expectation is that one
shall occur in 2015. We are positioning the Fund to avoid the
shortest duration securities as these will be the ones most likely
to incur a capital loss, and instead seek to identify high-quality
out-of-benchmark 5-year notes that have a sufficient yield
cushion to absorb price declines and still adequately
compensate investors.

We expect to continue to maintain our defensive stance, not
only in light of the specter of rising rates, but also due to a flood
of new issuance, and continued shareholder-friendly activity
that eschews the priorities of fixed income investors.
We lowered our corporate credit allocation even further during
the quarter, especially relative to the benchmark. Still, we
believe that our exposure to these instruments is integral to
achieving our goal of generating attractive risk-adjusted returns.
Our fundamental, bottom up investment process that focuses
not only on companies, but also on individual securities, in our
view, lends itself to effectively uncovering value that investors
with a top-down approach may overlook. With a defensive bias,
we are concentrating our efforts on notes of higher-quality
companies that are committed to disciplined balance sheet
management and generating stable cash flow. As some of our
lower-yielding investment-grade credits mature, we will seek
opportunities to redeploy these proceeds in slightly higheryielding and longer-dated maturities.

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

Average
Weight (%)

Relative
Contribution (%) Top Detractors

Average
Weight (%)

Relative
Contribution (%)

DCP Midstream Operating LP

1.99

0.04

Chesapeake Energy Corp

2.27

-0.05

General Motors Finl Co

1.86

0.02

U.S. Treasury Notes/Bonds

25.51

-0.02

Nabors Industries Inc

0.91

0.02

Kinder Morgan Energy Partners

1.69

-0.02

Valeant Pharmaceuticals Int

0.71

0.02

Georgia Pacific

0.65

-0.01

CIT Group Inc

1.04

0.01

Morgan Stanley Dean Witter

2.39

0.00

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 6/30/15 the top ten portfolio holdings of Janus Short-Term Bond Fund are: United States Treasury Note/Bond (4.61%), United States Treasury Note/Bond
(2.53%), United States Treasury Note/Bond (2.10%), JPMorgan Chase & Co (2.01%), United States Treasury Note/Bond (1.70%), United States Treasury
Note/Bond (1.66%), United States Treasury Note/Bond (1.53%), MGM Resorts International (1.49%), NRAM PLC (1.46%) and PPL WEM Ltd / Western Power
Distribution Ltd (1.41%). 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.
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, lower
liquidity 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 measures Treasuries, government-related issues and corporates with maturity between 1-3 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 International Holding LLC. © Janus International Holding LLC.
Funds distributed by Janus Distributors LLC
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