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Janus Twenty Fund

Investment Environment
After recovering from their winter correction, U.S. stocks traded narrowly for much of the
second quarter. 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 (EU). 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.

Portfolio Manager:
Marc Pinto, CFA

Executive Summary

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.

• U.S. stocks traded narrowly for
much of the second quarter,
although markets were jolted
late in the quarter by the UK
electorate’s surprise decision to
leave the EU.

Performance Discussion

• The Fund underperformed its
benchmarks during the period.

The Fund underperformed its primary benchmark, the Russell 1000 Growth Index, and
its secondary benchmark, the S&P 500 Index, during the period. Our Fund is a focused,
opportunistic portfolio drawing from our analysts’ highest-conviction ideas among U.S.
large-cap stocks. We hold companies that we believe are dominant global franchises
with long-duration growth. We believe a highly concentrated portfolio of such companies
can create a meaningful opportunity to add risk-adjusted outperformance over the long
term, but over shorter time horizons it can trail, as it did this period.
Alphabet was the leading detractor during the quarter. Alphabet had a strong year of
growth in 2015, fueled by the company’s restructuring, as well as improvements in its
mobile search, YouTube, and programmatic businesses. However, the company’s stock
weakened during the quarter on concerns about a deceleration in advertising revenues.
We believe the stock’s current weakness is also being influenced by a trend in which
higher-growth stocks with larger multiples are pulling back in price. We remain optimistic
about Alphabet because of its dominant search position; YouTube also remains a strong
source of revenue.
Nike also detracted in a tough quarter for apparel retailers. Weak traffic in malls was a
headwind for the stock, as was Sports Authority’s bankruptcy and subsequent planned
closure of its stores. Moreover, Nike’s competitors have taken market share, which has
led to less enthusiasm around the Nike brand. However, we believe that management
has addressed the competitive issues, and that the outlook is improved going forward.
LyondellBasell Industries was another detractor. The stock fell on concerns that
additional capacity expected to come online in 2017 would negatively impact pricing and
margins. Strengthening ethane prices have also impacted margins as ethane is the
feedstock for ethylene production, one of the chemicals produced by the company.
However, we continue to like LyondellBasell. We believe that the additional capacity will
take longer to come on board than expected, and that ethane prices will come back
Page 1 of 4

• We expect that the volatility
markets have seen in the wake
of the Brexit vote will continue.
Therefore, we are investing in
areas we believe have decent
demand and the ability to grow
regardless of global
macroeconomic events.
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down as the market sees more natural gas being produced.
Additionally, the company is still a strong operator, in our view,
with a history of selectively investing in projects that have had a
high return on invested capital. We believe the company has
also made other favorable capital allocation decisions for
shareholders, including materially growing its dividends and
stock buybacks.
While the aforementioned stocks detracted from performance,
we were pleased by the results of other companies in the
portfolio. Hershey Foods Corporation was the leading
contributor to performance. The stock was boosted late in June
on news that Mondelez International, a confectionery, food, and
beverage conglomerate, had sent Hershey a takeover bid
during the month. Although Hershey rejected the bid, we
believe that this action highlights the value of its brand and
position in the U.S. market.

For the second quarter in a row, Dollar Tree was a top
contributor. The stock was up after the company reported
strong earnings and continued to show progress in integrating
Family Dollar. We remain encouraged by the opportunity for
Dollar Tree’s management team to continue to improve margins
for the former Family Dollar franchises. We also believe dollar
stores offering consumers low price points are well positioned
in a relatively weak economic environment.
Another leading contributor was AbbVie. Steady growth in one
of its key drugs, Humira, during the quarter aided the stock’s
performance. Also additive was AbbVie acquisition of
Stemcentrx and its late-stage Rova-T compound for small cell
lung cancer. As there could be biologic competition as early as
next year, this diversification of AbbVie’s pipeline helped sooth
investors’ concerns.

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

Outlook
We believe that global growth will be under pressure in the
wake of the Brexit vote, especially over the short term in the UK
and in Europe. The vote has also increased the likelihood of
additional central bank stimulus from the Bank of England and
the European Central Bank, in our view. The Federal Reserve
(Fed), which just a few months ago was signaling the possibility
of a summer rate hike, likely won’t raise rates again in 2016;
the question is now whether we will see additional easing in the
U.S. Moreover, there will likely be continued volatility in the
market given the upcoming U.S. election.

Although the U.S. economy has shown some recent signs of
weakness – most notably the much weaker-than-expected May
nonfarm payrolls number – the U.S. consumer appears to have
remained resilient. Therefore, we are positioning our portfolio to
capitalize on this strength and to avoid the more economically
sensitive sectors. In general, we are looking for areas with
decent demand and the ability to grow regardless of global
macroeconomic events. Given the consistent growth we have
seen in health care, we have substantial allocation to the sector,
although we have slightly decreased the weighting.

Top Contributors and Detractors for the Quarter Ended 6/30/16
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Hershey Co

4.07

0.83

Alphabet Inc. - Class C

7.06

-0.54

Dollar Tree Inc

5.21

0.75

Nike Inc

4.45

-0.48

AbbVie Inc

5.41

0.48

LyondellBasell Industries NV

3.35

-0.46

Bristol-Myers Squibb Co

3.39

0.45

Allergan, Plc

2.14

-0.44

American Tower REIT

3.02

0.32

Synchrony Financial

3.06

-0.42

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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Top Contributors

Top Detractors

Hershey Foods Corporation: We feel the provider of
chocolate and confectionery products will demonstrate
better profit growth relative to peers due to a dramatically
improved product pipeline and strong marketing support,
which has led to solid organic sales growth in the U.S. The
company is also restructuring its manufacturing base in the
U.S., which should result in material cost savings. Finally, we
believe the investments in snack-brand acquisitions and
international distribution capabilities will also contribute to
cash flow growth in the coming years.

Alphabet Inc.: The Internet search engine leader, which
was formerly known as Google, is benefiting from strong
growth in mobile search through its Android software for
mobile devices. We think Android’s rapidly growing installed
base will provide the company significant control over its
mobile search and display advertising destiny. We also
believe the company’s mobile and tablet search business will
more than neutralize the impact of its declining desktop
computer search business in developed markets. We also
believe YouTube is well positioned to benefit from secular
growth in online video.

Dollar Tree: We think the company, which recently acquired
Family Dollar, will benefit from industry consolidation. We
see a number of synergies and cost-cutting opportunities as
it integrates Family Dollar. We also believe that an improved
consumer spending environment, particularly for lowerincome consumers, is a tailwind for the company.
AbbVie: The research-based pharmaceutical company
produces drugs for specialty therapeutic areas such as
immunology, chronic kidney disease, hepatitis C, women's
health, oncology and neuroscience. We are excited about
the potential for Imbruvica, a cancer treatment for various
types of leukemia that AbbVie acquired from Pharmacyclics,
and several other drugs in late-stage development
from AbbVie.
Bristol-Myers Squibb: We like the potential of the
company’s immuno-oncology franchise, headlined by Opdivo,
which is proving effective in treating an expanding number
of different cancers. We also believe the company’s focus on
selling “super-premium” products to the developed world
positions it better than many other
pharmaceutical companies.
American Tower REIT: American Tower owns wireless
communications and broadcast towers in the U.S. and
internationally. The company leases antenna sites on multitenant towers to communications service providers for
mobile voice and data communications. We expect mobile
traffic growth and the rollout of 4G services to boost
wireless network spending, which, in turn, should spur
demand for tower tenancy, as well as additional towers. We
like that a large percentage of American Tower’s revenue is
generated internationally, where rapid growth in low-price
Android smartphones should drive significant mobile data
and therefore tower demand.

Nike: We believe the footwear and apparel maker can
benefit from the growing relevance of sport in global culture.
In particular, we like the sports products provider for its
significant emerging market exposure and its ability to
expand into markets it enters based on its brand strength.
Operationally, Nike is changing its product mix to improve
sales and profitability and investing also in its omnichannel
sales experience to better position the company as more
sales move online. We also think the company will continue
to return cash to shareholders through increased dividends
and share buybacks. We believe the growth in Nike’s direct
to consumer business, including its online site, will continue
to offset the lost sales from other struggling U.S. retailers.
LyondellBasell Industries: The large chemical producer,
which converts liquid and gaseous hydrocarbon feedstock
into plastic resins and other chemicals, has had a cost
advantage since the primary input to its production process
is natural gas, a commodity that has experienced
considerable price pressure due to excess supply. We also
like the global supply/demand dynamics for ethylene, one of
the company’s primary products. Finally, we think
management is committed to improving shareholder value by
materially growing their dividend, buying back stock and
selectively investing in historically high return on invested
capital projects.
Allergan: We like the multi-specialty health care company’s
dominant market positions in aesthetics and ophthalmology,
and like that many of its products have a high cash pay
component, making them less subject to government
reimbursement. We also like the improved financial profile of
the company after its merger with Actavis, and believe the
management team will create shareholder value as it
deploys cash from the sale of its generics business to Teva
Pharmaceutical Industries.
Synchrony Financial: We continue to favor the company
for its private label credit card business where it has an
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Top Detractors (continued)
estimated 40% market share. This business line, in our view,
is quite stable given the preponderance of long-term
contracts with clients. We also like the changes the
company has made since its initial public offering, namely
investing heavily in its capabilities.

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 five portfolio holdings of Janus Twenty Fund are: Alphabet Inc (7.04%), Kroger Co (5.72%), Microsoft Corp (5.66%), Comcast Corp
(5.49%) and AbbVie Inc (5.39%). 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 1000® Growth Index measures the performance of those Russell 1000® companies with higher price-to-book ratios and higher forecasted growth
values.
S&P 500® Index measures broad U.S. equity performance.
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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