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Investment Environment
After recovering from their winter correction, U.S. stocks traded narrowly for much of the
April-June period. Investors gleaned enough positive news from economic data to keep
stocks buoyant. Steady retail sales data along with a key manufacturing survey’s return
to expansion territory helped push markets higher. Expectations of an interest rate hike
in the near term by the Federal Reserve (Fed), however, were quashed by the weak May
employment report. This sent the value of the dollar downward, providing additional
support to U.S. stocks. Markets were jolted late in the quarter by the UK electorate’s
surprise decision to leave the European Union. Stocks sold off sharply and the dollar
surged, as capital flowed into safe-haven government bonds, thereby pushing yields
lower. In the final days of the quarter, however, U.S. shares recaptured much of their
post-Brexit slide.
On a sector basis, energy performed well on the back of higher crude oil prices.
Defensive sectors also generated positive returns. Cyclical sectors lagged. After having
declined sharply on the late-quarter Brexit news, financials recovered lost ground in the
period’s final trading sessions, ultimately registering gains for the period. Also aiding
banks was a favorable report on the health of the industry by regulators.
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Executive Summary

The Fund outperformed its primary benchmark, the Russell 2500 Growth Index, and also
its secondary benchmark, the Russell 2000 Growth Index, during the quarter. We take a
high-quality approach to investing in small caps, focusing on companies we believe have
more predictable, growing revenue streams. The companies we favor typically generate a
high return on invested capital or demonstrate a proven ability to expand profit margins.
Many times these companies are defined by sustainable competitive advantages such as
high barriers to entry in their respective industry or a differentiated product or service
that gives them pricing power, helping the company grow in a variety of market and
economic environments. We expect the bulk of our relative outperformance to come in
weak or uncertain market environments, when the stability of the businesses we invest
in is more appreciated, or in environments in which stock selection is the primary driver
of returns. This was the case during the second quarter as outperformance was almost
exclusively driven by stock selection.
Leading outperformance on a sector basis was our selection of health care and
consumer discretionary stocks. The strong relative performance in health care was
largely due to acquisition activity as some of the Fund’s top individual contributors were
bought during the period.
Among them was Anacor Pharmaceuticals. In the wake of calling off its proposed
merger with Allergan, Pfizer wasted little time in pursuing another acquisition, agreeing
to pay $5.2 billion – a 55% premium – for Anacor in an all cash deal. We had been
attracted to Anacor because of the large sales potential and strong clinical data for
Crisaborole, the company’s novel topical therapy for eczema.
Also benefiting from an acquisition was FEI, which was purchased by Thermo Fisher. FEI
is a leading manufacturer of electron microscopes, whose products have several
industrial applications, including semiconductors. As chips become smaller, the demand
for such high-powered microscopes to conduct quality control, we believe, will grow.
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• Small- and mid-cap stocks rose
during the period, despite latequarter volatility attributable to
the UK’s decision to leave the
European Union.
• Stock selection was a key
driver of outperformance, with
merger and acquisition activity
within health care being a
contributing factor.
• As evidenced by the sell-off in
the wake of the Brexit vote, we
believe investors have not
adequately discounted the risks
hanging over equities markets.
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Thermo was also likely attracted to FEI for its pristine
balance sheet.
Financial software and services company MarketAxess was a
strong gainer. The market is beginning to recognize the
tremendous opportunity presented by MarketAxess as it
attempts to modernize bond trading. Unlike equities platforms,
which have evolved over the past two decades, bond trading, to
a degree, remains mired in the last century. MarketAxess
operates an electronic trading platform that helps improve both
liquidity and trading costs for market participants. The
company’s technology is reaching a tipping point in adoption by
major players, which, in our view, provides a competitive
advantage as its platform stands to benefit from a network
effect. As such, bond traders seeking to utilize new technology
will be drawn to MarketAxess given its volume advantage over
potential competitors.
Despite the positive performance during the period, some
positions weighed on relative results. Chief among these were
financials and consumer staples. On an individual basis, SS&C
Technologies was the Fund’s leading absolute detractor. SS&C
was impacted by concerns about its client base of active
managers, including hedge funds. Actively managed funds in
general have come under pressure from passively managed
competitors and many hedge funds have closed shop. While we
are aware of the headwinds facing SS&C’s client base, we still
favor the company as we see ample opportunity for it to grow
revenue through cross-selling among its existing client base.

The stock’s underperformance may also signal that investors
fail to recognize that only a portion of its business is directly tied
to its clients’ assets under management (AUM), and that the
CEO is a major shareholder in the firm. As such, we view his
motives as aligned with those of the broader investor base.
Injection molding prototype manufacturer Proto Labs also
weighed on performance. During the period, management
decreased the lower end of its guidance, which – while still
healthy – was not welcomed by investors. We view the sell-off
as excessive, given that a majority of the company’s business
targets research and development, which tends to be relatively
insulated from the business cycle. The smaller parts production
business is more exposed to cyclicality, and we have witnessed
a slowdown there which may potentially detract from overall
growth. The company was also impacted by the overhang from
a recent European acquisition. The entity was losing money and
as Proto Labs integrates this unit over the next couple of years,
we expect margins to struggle to reach pre-acquisition levels.
Despite having reported earnings in line with estimates, Sally
Beauty Holdings weighed on performance. We view the decline
as being somewhat unfounded. The stock had been on a strong
run and we believe that investor expectations may have risen to
unrealistic levels. Sally’s business segment focusing on the
professional market has continued to perform well, but the
consumer segment has had some challenges in recent
quarters. Still, under the new CEO, results attributable to the
retail segment have swung from negative to positive.

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

Outlook
For much of the past quarter, we were concerned that equity
valuations did not appropriately discount the level of risk that
we believed was present in the market. Earlier in the year we
witnessed what we had considered another detachment from
fundamentals when global stocks, in our view, overcorrected.
This quarter’s rebound propelled valuations to levels that we
thought failed to account not only for the possibility of the
Brexit campaign succeeding, but also other factors that could
impair the outlook for stocks. Chief among these were
economic policies that have not only failed to lead to broadbased growth, but also may prove difficult to unwind without
significant unforeseen consequences. At present, we see

opportunities in pockets of the market, but also recognize that
many risks remain.
When such exogenous factors abound, we believe that
maintaining our investment discipline of focusing on highquality companies that can control their own destiny will serve
us well. While we choose companies that can deliver solid
growth over the long term and return capital to shareholders
accordingly, we also recognize that these same attributes may
make them attractive targets for acquisition. We do to not invest
in smaller-capitalization companies with the expectation of a
sale, but we believe the M&A environment remains fertile as
large-cap companies seek to buy growth, their balance sheets
are sturdy and borrowing rates remain extraordinarily low.
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Top Contributors and Detractors for the Quarter Ended 6/30/16
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Anacor Pharmaceuticals Inc

0.00

0.37

SS&C Technologies Holdings Inc

2.15

-0.28

FEI Co

1.69

0.29

Proto Labs Inc

0.66

-0.26

MarketAxess Holdings Inc

1.67

0.25

Sally Beauty Holdings Inc

1.85

-0.19

Sensient Technologies Corp

2.15

0.24

Catalent Inc

1.15

-0.19

Broadridge Financial Solutions Inc

2.41

0.24

Wendy's Co

1.28

-0.16

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

Anacor Pharmaceuticals: Anacor is a specialty
dermatology-focused branded pharmaceutical company. We
like the potential for the company’s treatment for
onychomycosis, Kerydin, which has recently experienced a
strong launch. We also like the potential for a topical
treatment the company is developing for atopic dermatitis
(eczema), which offers a non-steroidal approach to
treatment that we think could be preferred by doctors as a
safer alternative for pediatric patients. We exited our position
upon the company’s sale to Pfizer.

SS&C Technologies: The company is a global provider of
investment and financial software-enabled services and is
focused exclusively on the global financial services industry.
We like SS&C because the majority of its revenue comes
from recurring sources such as subscription services or
software maintenance, where client retention has remained
high. We believe the most significant opportunity for the
company is in fund administration, where hedge funds are
looking for independent providers with a high level of
transparency and accountability.

FEI Company: The company manufactures electron
microscopes for the semiconductor and health care
industries. We like the company’s strong balance sheet. We
also believe that new forms of semiconductor architecture
that call for decreasing the space between nodes on a
microchip will create increased demand for FEI’s
microscopes. It was acquired during the quarter.

Proto Labs: Proto Labs is the leading online, technologyenabled quick-turn manufacturer of custom parts for shortrun production. We like the company’s unique business
model that enables product developers to input design
specifications using proprietary software and create
prototypes quickly, thereby enabling more rapid design
times. We believe the company is well positioned to grow
revenues at an attractive pace, especially as it capitalizes on
international opportunities. We also believe the company’s
management has a proven record on generating attractive
returns on invested capital (ROIC).

MarketAxess Holdings: The electronic trading platform
operator has continued to gain market share from traditional
methods of trading fixed income securities. It has also
benefited from an improved trading environment and
higher liquidity.
Sensient Technologies: The company is a supplier of
flavors, fragrances and colors used to make a diverse variety
of foods and beverages, pharmaceuticals, cosmetics, home
and personal care products. We like that the company sells
into a number of non-economically sensitive end markets.
The company’s new CEO was previously responsible for
expanding margins for the Sensient division focusing on
coloring of products, and we think he can also expand
margins for the entire company.

Sally Beauty Holdings: The company is a retailer of hair
and beauty products. We think the company is uniquely
positioned with a broader and higher-quality product lineup
than mass retailers, but which sell at attractive price points
relative to salons.
Catalent: The company provides manufacturing and
development services for global pharmaceuticals, biotech
and consumer health companies. Its core differentiator is its
expertise – and intellectual property – around dosage
forms. The company is the worldwide leader in production of
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Top Contributors (continued)

Top Detractors (continued)

Broadridge Financial Solutions: Broadridge provides
investor communications and technology-driven solutions to
banks, broker-dealers, mutual funds and corporations
globally. We think the company’s wide network of brokerdealers and banks is a competitive advantage that makes
the company the preferable choice for corporations to use in
distributing proxy information.

soft-gel tablets. We like that the company enjoys significant
barriers to entry and is typically named in its customers’
regulatory filings. These relationships are approved by
regulators and any cessation would require additional
regulatory scrutiny, thus creating a level of stickiness to its
customer base. We also like that over half of the company’s
revenue is tied to long-term contracts.
Wendy’s: We think the company is poised to see revenue
growth as it re-images many of its major stores. We also like
that the management team is moving toward a franchise
business model, which is less capital-intensive than directly
owning and operating stores.

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).
Closed to certain new investors.
As of 6/30/16 the top ten portfolio holdings of Janus Triton Fund are: Blackbaud Inc (2.81%), Broadridge Financial Solutions Inc (2.29%), Sensient Technologies
Corp (2.05%), SS&C Technologies Holdings Inc (2.04%), ServiceMaster Global Holdings Inc (1.90%), Cadence Design Systems Inc (1.84%), Carter's Inc (1.77%),
Sally Beauty Holdings Inc (1.76%), Euronet Worldwide Inc (1.76%) and HEICO Corp (1.66%). There are no assurances that any Janus portfolio currently holds
these securities or other securities mentioned in this commentary.
The opinions are as of 6/30/16 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 2500™ Growth Index measures the performance of those Russell 2500™ companies with higher price-to-book ratios and higher forecasted growth
values.
Russell 2000® Growth Index measures the performance of those Russell 2000® companies with higher price-to-book ratios and higher forecasted growth
values.
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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