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Investment Environment
U.S. stocks rose over the early part of the quarter as markets regained their footing after
sliding in the wake of June’s Brexit results. Several benchmark indices later achieved
record highs, due, in part, to an array of well-received economic data. Job gains for June
and July were especially strong. The Russell 2000 Growth Index ended the period up
more than 9%. In a “risk-on” environment, companies with negative earnings
outperformed, as did companies with the lowest levels of return on invested capital.
Smaller companies within the index also outperformed larger companies.

Portfolio Manager:
Jonathan D. Coleman, CFA

Performance Discussion
The Fund underperformed its primary benchmark, the Russell 2500 Growth Index, and
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.
Most 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. The recent market environment, which favored those companies
with negative earnings and low levels of return on invested capital, was not our best
backdrop for relative outperformance.
Our stock selection in the technology sector was a large detractor from relative
performance. Many of the technology companies we invest in provide “must-have”
technology solutions to businesses outside the traditional technology sector. This tends
to generate steadier, recurring revenue streams for the companies. While we believe
these companies have a more stable growth profile, they do not have the fastest growth
rates within the sector. This quarter, many of the technology companies with faster
revenue growth and/or more cyclical end markets but lower levels of earnings and cash
flow outperformed companies with steadier earnings growth.
We also held some companies that produced disappointing results and had a negative
impact on performance. Carter’s Inc. was our largest detractor. The company had
disappointing sales in its department store channel, which weighed on the stock during
the period. We still like the company. We think there is more stability to Carter’s business
than most clothing companies because there is less fashion risk in infants’ clothing.
Carter’s already has a dominant market share in baby clothing, and is a trusted brand for
new parents. We believe there is great growth potential as Carter’s further monetizes its
brand by operating its own direct-to-consumer web site and opening its own stores.
ServiceMaster Global was another detractor. The company owns Terminix, among other
businesses, and the stock fell after the Terminix president announced he was stepping
down. Organic growth at Terminix has been underwhelming lately, but we continue to
like the company. We like that the pest control business, and some of ServiceMaster’s
other business lines, are not economically sensitive, and continue to believe the company
trades at a reasonable valuation for a non-economically sensitive business with
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Executive Summary
• Small-cap stocks reached
record highs during the period.
• The Fund underperformed its
primary benchmark.
• We have a more cautious
outlook on stocks and the
economy, and believe such a
market environment will favor
companies that can
demonstrate steady earnings
growth.
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high margins.
Diplomat Pharmacy was another detractor. Diplomat is a
leading pharmacy of specialty drugs that require more care to
administer. In addition to dispensing, the company assists drug
manufacturers with a variety of services such as pre-launch
activities, gaining authorization with insurance companies and
providing client data back to drug manufacturers. The stock
was down due in part to concerns about industry-wide drug
pricing and a slowdown in the hepatitis C market, but we
continue to like the company. We believe Diplomat is an
attractive way to invest in the innovation taking place within the
biotech industry. Unlike an early stage biotech company that
faces risk if a single product fails a clinical trial, Diplomat
benefits from providing services to drug companies after their
drugs have been approved.
While some of our stocks disappointed this quarter, we were
pleased by the performance of many other companies in our
portfolio. Puma Biotechnology was our top contributor. The
stock was up significantly after the FDA announced it will
review the company’s New Drug Application (NDA) for its
breast cancer treatment, Neratinib. The review is an important
first step to getting the drug approved. We don’t think the drug

will revolutionize breast cancer treatment, but think that
Neratinib could be used in combination with other drugs to treat
breast cancer.
ON Semiconductor was also a top contributor. The stock was
up after the company completed its acquisition of Fairchild
Semiconductor International. We like that the acquisition gives
ON Semiconductor more scale and also diversifies the
company’s end markets. We also think the company can cut
costs from the Fairchild business. We continue to like ON
Semiconductor and its management team, which has had a
history of making smart acquisitions, in our view.
Recreational vehicle (RV) specialist Thor Industries was another
top contributor. The stock was up after the company announced
revenue and earnings growth that topped consensus
expectations. Those results were helped by the acquisition of
Jayco, another RV manufacturer, during the quarter. We like the
acquisition, which makes Thor one of the largest RV
manufacturers, and should give them more leverage with
suppliers and RV dealers. We also like industry trends for RV
purchases, where millennials represent a new and growing
segment of RV buyers.

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

Outlook
Stocks have come a long way since hitting lows in February,
and our outlook is now more cautious. Uncertainty about
government policy in an election year could be a source of
volatility. Growing populist movements around the world could
also be an impediment to free trade and could have a negative
influence on markets. The economy, meanwhile, continues to
grow only modestly.

Despite such an uncertain backdrop, stock valuations are high
relative to their long-term averages. With high valuations, it’s
hard to envision multiple expansion driving stocks much further.
Rather, companies will need to demonstrate earnings growth to
achieve further stock price appreciation. We believe this type of
environment should favor our investment style and process,
however. Companies with steadier earnings growth should be
appreciated by the market in an uncertain economic
environment where earnings growth proves challenging.
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Top Contributors and Detractors for the Quarter Ended 9/30/16
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Puma Biotechnology Inc

0.75

0.43

Carter's Inc

1.46

-0.32

ON Semiconductor Corp

1.36

0.40

ServiceMaster Global Holdings Inc

1.70

-0.32

Thor Industries Inc

1.61

0.40

Sally Beauty Holdings Inc

1.54

-0.23

Relypsa Inc

0.00

0.37

Diplomat Pharmacy Inc

0.64

-0.17

Euronet Worldwide Inc

2.07

0.33

Michaels Cos Inc

0.83

-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

Puma Biotechnology: The development-stage
biotechnology company develops novel therapeutics for the
treatment of various forms of cancer. Puma focuses on inlicensing drug candidates that are undergoing or have
already completed initial clinical testing for the treatment of
cancer and then seeks to further develop those drug
candidates for commercial use. We believe the stock still
offers value for its breast cancer treatment, Neratinib.

Carter’s Inc.: The retail company focuses on clothing for
infants, toddlers and children. We like the company for its
dominant market position in infant clothing. We also think
the company has an opportunity to further monetize its
brand recognition as it opens more of its own branded
distribution opportunities.

ON Semiconductor: ON Semiconductor is a broad-based
semiconductor supplier. Its portfolio of power and signal
management, logic, discrete and custom devices helps
customers solve their design challenges in automotive,
communications, computing, consumer, industrial, light
emitting diode (LED) lighting, medical, military/aerospace,
smart grid and power applications. The company has one of
the broadest portfolio of offerings as well as one of the
lowest cost models in the business. Because of a multidecade relationship with many of its customers, the
company is able to spend less on marketing and research
while developing unique products for customers. We think
the company can generate attractive levels of profit and free
cash flows in its competitive markets.
Thor Industries: Thor owns a number of subsidiaries that
make it one of the world’s largest recreational vehicle (RV)
manufacturers. We believe Thor’s recent acquisition of
Jayco, another RV manufacturer, gives it leverage with
suppliers and RV dealers. We also believe Thor can improve
margins for the Jayco business. Finally, we believe the
growing number of millennials adopting RV lifestyles is a
favorable trend for the industry.

ServiceMaster Global: The company owns a number of
brands dedicated to providing residential and commercial
services, including pest control, home warranties, disaster
restoration, residential cleaning and furniture repair, among
others. We believe the company’s pest control business
offers a predictable, stable revenue stream.
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.
Diplomat Pharmacy: Diplomat is a specialty
pharmaceutical company that assists other drug
manufacturers with a variety of services such as pre-launch
activities, building relationships with doctors, gaining
authorization with insurance companies, compliance and
providing client data back to manufacturers. We like the
recurring revenues associated with its business model, and
also like that Diplomat is positioned to benefit from
successful biotech launches without facing the clinical risk a
small biotech company faces.
Michaels Companies: Michaels Companies is an arts and
crafts retail chain. We believe the company is more insulated
from the threat of growing e-commerce and online sales,
since it specializes in small, inexpensive purchase items that
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Top Contributors (continued)

Top Detractors (continued)

Relypsa: Relypsa was purchased by Switzerland-based
Galenica. We had long favored Relypsa as the
pharmaceutical company focuses on the development and
commercialization of non-absorbed polymeric drugs to treat
disorders in the areas of renal, cardiovascular and metabolic
diseases. We believe Relypsa’s potassium binder drug, which
lowers dangerous levels of potassium in heart and kidney
disease patients, meets efficacy and safety standards that
should support regulatory approval and an attractive
commercial opportunity.

consumers typically like to select in person. We also like
industry dynamics for Michaels, which has only one other
large competitor.

Euronet Worldwide: Euronet Worldwide is a global
electronic payments provider. The company offers payment
and transaction processing and distribution solutions to
financial institutions, retailers, service providers and
individual consumers. We like the company for its distinct
growth platforms in money transfer, prepaid and mobile,
along with its recurring revenues and growth opportunities.
We believe Euronet also has an attractive ATM outsourcing
business with market leading positions in Europe.
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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).
Closed to certain new investors.
As of 9/30/16 the top ten portfolio holdings of Janus Triton Fund are: Blackbaud Inc (2.49%), Broadridge Financial Solutions Inc (2.24%), SS&C Technologies
Holdings Inc (2.20%), Sensient Technologies Corp (1.96%), Euronet Worldwide Inc (1.96%), STERIS PLC (1.83%), Cadence Design Systems Inc (1.82%), HEICO
Corp (1.75%), ServiceMaster Global Holdings Inc (1.60%) and MarketAxess Holdings Inc (1.60%). There are no assurances that any Janus portfolio currently
holds these securities or other securities mentioned in this commentary.
The opinions are as of 9/30/16 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
C-0916-5122 01-15-17

188-42-16692 10/16
Page 5 of 5

