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Investment Environment
Small-cap stocks climbed sharply in the first quarter of 2015, driven by an improving
economy and the perception that the Federal Reserve will likely be slower to raise
interest rates than many expected heading into the year. The relatively limited exposure
smaller companies have to weak international markets was also a tailwind for small-cap
stocks.

Portfolio Manager:
Jonathan D. Coleman, CFA

Performance Discussion
The Fund underperformed its primary benchmark, the Russell 2500 Growth Index, but
outperformed its secondary benchmark, the Russell 2000 Growth Index, during the
quarter. The sharp market climb was not our ideal environment for relative
outperformance. We have taken a high-quality approach to investing in small-caps,
focusing on companies that we believe have long-duration growth potential, but that also
have more predictable, growing revenue streams. These companies often have a small
share of a large or growing addressable market, with sustainable competitive
advantages such as high barriers to entry in their respective industry, and a
differentiated product or service that gives them pricing power, which should help the
company grow in a variety of market and economic environments. We expect to 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. In sharp market rallies
such as the one experienced this quarter, we expect to generate positive returns but
would not always expect to outperform.
Our stock selection and underweight to the health care sector detracted from our
relative performance this quarter. There has been a lot of momentum chasing small-cap
biotech companies and this has driven valuations for biotech stocks up considerably. As
we mention in our outlook, we have taken a selective approach to investing in the
industry. We typically take larger positions with those companies that already have
innovative therapies approved by the FDA or have multiple products in their pipelines,
and have smaller exposure to companies whose performance will be determined largely
by the success or failure of a clinical trial for a single drug under development. In a
quarter in which momentum continued to indiscriminately push biotech stocks broadly
higher, we were not surprised to underperform in the health care sector.
While our stock selection and underweight to health care detracted from relative
performance, we also held a couple of companies that were admittedly disappointments
this quarter and were a large drag on results. ChannelAdvisor was the largest detractor.
The company helps other businesses manage, monitor, and optimize their merchandise
sales in various online channels. The stock was down after the company reported
disappointing fourth quarter revenues. The fourth quarter saw rapid shift in buying
behavior, with consumers doing more of their holiday shopping on large e-commerce
sites that offer a better mobile shopping experience. ChannelAdvisor makes less
revenue from the shopping that takes place on these larger platforms. We are currently
reviewing the position to assess how ChannelAdvisor will respond.
Athenahealth was another detractor. The company’s services help physicians groups
become more efficient by providing technology solutions around practice management,
electronic recordkeeping and care-coordination services. The company has been very
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Executive Summary
• Small-cap stocks climbed
sharply in the first quarter of
2015, driven by an improving
economy and the perception
that the Federal Reserve will
likely be slower to raise interest
rates.
• We underperformed our primary
benchmark and outperformed
our secondary benchmark
during the period.
• We see potential for greater
volatility in the rest of 2015, but
think our investment style is
well suited for such an
environment.
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successful selling its solutions to the ambulatory market, and is
now making a broader push into larger hospitals. There is some
concern on the time it will take athenahealth to grow in the
hospital market, but as more focus is put on wringing costs
from the health care industry, we think the value proposition of
athenahealth’s solutions will continue to be in greater demand.
While disappointed with the results of these companies, we
were also pleased by the performance of many other stocks in
the Fund. Broadridge Financial Solutions was our top
contributor to performance. A new CEO has done a better job
of laying out the company’s long-term growth potential and
capital allocation plan to shareholders, and the stock has been
up as the market has gained a better appreciation of
Broadridge’s business. The company provides investor
communications and technology-driven solutions to banks,
broker-dealers, mutual funds and corporations globally. Among
a number of services, Broadridge is responsible for distributing
proxy information on behalf of corporations to a wide network
of broker-dealers, financial advisors and mutual funds. We
believe the wide network Broadridge has set up among these
investor bases is a competitive advantage for the company. We
also see further growth potential ahead as Broadridge creates
new business lines around the data they have about proxy
voters.

another holding in our Fund. We think many of the
characteristics SS&C liked about Advent are similar to our own
views. Advent has a suite of software that helps financial
services firms run their businesses better. In our view, the value
these services provide creates a very sticky, recurring revenue
stream for the company. The fact that these services are a big
value-add to the customers also gives Advent the ability to
steadily raise prices for its services as well.
Wendy’s was another large contributor. New management at
the company is driving a couple of critical operational
improvements. First, the company is re-imaging all of its major
stores. Wendy’s had gone through a longer period between reimaging its stores than most fast food companies, so we think
the refresh is overdue and will help the company. Wendy’s is
also selling many of the stores the company owns directly to
franchise groups. The move toward a more heavily franchised
business model should free up more cash for Wendy’s to give
to shareholders. These two changes actually go hand-in-hand,
in our view. Re-imaging the stores should improve same-store
sales growth, increasing the value proposition of buying a
Wendy’s franchise. The stock was up this quarter after
management better articulated its plan for moving to a heavier
franchise model, and also announced a plan to return cash to
shareholders.

Advent Software was another large contributor. The stock was
up after the company was acquired by SS&C Technologies,
For detailed performance information or to download a Fact Sheet, please visit www.janus.com/funds

Outlook
We would expect a lower return environment for small-caps for
the rest of the year. In our previous quarterly commentary we
pointed out that the small-cap market was entering 2015 with
valuations on the high end of historical averages. After another
sharp climb to kick off the year, valuations are more stretched.
The prospect of the Federal Reserve raising rates at some point
later this year could be the impetus that triggers some multiple
contraction.
While returns may not be as robust as the prior two years, we
like how our Fund is positioned against this investment
backdrop. We have taken a careful approach to navigating a
few pockets of the market where valuations are particularly rich,
and could be due for greater multiple contraction. We see high
valuations on a broad basis for stocks tied to biotechnology,
cloud computing or social media. We hold a few cloud and
social media companies, but avoid areas within those industries

where momentum is a major factor of stock performance, and
hold only a select few companies we believe will prove
disruptive to the large end markets they serve. We have also
been selective with our holdings in the biotech industry. We
own a few biotech companies that have innovative therapies
with promising potential, but take smaller positions with
companies whose performance is tied to the success or failure
of a clinical trial for a single drug, and have larger positions with
biotech companies that have already had innovative therapies
approved by the FDA, or have multiple products in their
pipelines.
Given where multiples sit today, we would also expect earnings
growth to be needed to drive further stock price appreciation.
We believe this should benefit those small-cap stocks we tend
to focus on, which have demonstrated a more steady earnings
growth trajectory over time.
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Top Contributors and Detractors for the Quarter Ended 3/31/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Broadridge Financial Solutions, Inc.

2.10

0.38

ChannelAdvisor Corp.

0.15

-0.20

Advent Software, Inc.

0.99

0.38

FEI Co.

1.18

-0.18

Wendy's Co.

1.64

0.32

athenahealth, Inc.

0.74

-0.18

MSCI, Inc.

1.21

0.30

GrafTech International, Ltd.

0.38

-0.13

Belden, Inc.

1.73

0.30

MSC Industrial Direct Co., Inc. - Class A

0.76

-0.11

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

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.

ChannelAdvisor: The company helps other businesses
manage, monitor, and optimize their merchandise sales in
various online channels. We are reviewing the stock after
concerns about recent revenue losses.

Advent Software: The company makes software to
automate portfolio accounting for investment management
and services firms. We like the recurring revenue provided by
Advent’s mission-critical software and services and its
leadership position in a large and fragmented global market.
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.
MSCI Inc.: The provider of investment decision support
tools, including indices, portfolio risk and performance
analytics, and corporate governance software and services,
is well positioned to benefit from global investment trends, in
our view. We appreciate MSCI’s leadership position and its
subscription-based licenses, which produce recurring
revenues at high margins.
Belden CDT: The supplier of cables, connectors and
networking equipment serves industrial, broadcast and
enterprise information technology end markets. We believe
management will continue to focus its product portfolio
toward its higher-quality connector and networking products,
and away from its legacy cable products, which have less
pricing power. We also expect management will create value

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.
athenahealth: Athenahealth provides cloud-based business
services for physician practices and we believe it is poised
for dramatic growth over the next several years. We think its
products have the potential to remove significant inefficiency
from the health care system. Additionally, we believe the
company’s ability to exchange information and help
physicians navigate complex changes to the regulatory
landscape will add meaningfully to its sales.
Graftech International: Graftech produces graphite parts
for a wide range of applications. We believe the company is
the leading producer of graphite electrodes, which go into
the electric arc furnaces used for steel production. We like
the company because it is the only vertically integrated
graphite electrode producer. However, the macro
environment for steel consumption in Europe has been a
headwind for the company and we are currently reviewing
the position.
MSC Industrial Direct: MSC Industrial is a large industrial
equipment distributor. We think the company’s scale gives it
a competitive advantage over many of its smaller
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Top Contributors (continued)

Top Detractors (continued)

through acquisitions to improve its product portfolio and will
drive productivity improvements to boost margins and
returns on invested capital. Finally, we appreciate that
Belden serves large and growing markets and should
benefit longer term from the Internet of Things (IoT), or the
increasing connectivity of electronic devices.

competitors, and gives MSC the ability to consolidate a
fragmented industry. We also believe many of the company’s
growth investments and optimization of its sales force will
help expand margins over the long term.

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 3/31/15 the top ten portfolio holdings of Janus Triton Fund are: SS&C Technologies Holdings, Inc. (2.55%), Carter's, Inc. (2.01%), Broadridge Financial
Solutions, Inc. (1.95%), Sensient Technologies Corp. (1.91%), Blackbaud, Inc. (1.89%), Euronet Worldwide, Inc. (1.79%), Wolverine Worldwide (1.76%), HEICO
Corp. - Class A (1.75%), Sally Beauty Holdings, Inc. (1.67%) and Belden, Inc. (1.61%). There are no assurances that any Janus portfolio currently holds these
securities or other securities mentioned in this commentary.
The opinions are as of 3/31/15 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 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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