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Janus Venture Fund

Investment Environment
U.S. equities were volatile and small cap stocks sold off particularly hard during the first
half of the period. Once again, a chief concern was the fear of slower-than-expected
growth in China, the world’s second largest economy. The negative sentiment was also
reflected in weakness in energy markets, with the U.S. benchmark for crude oil dipping
to levels not seen in over a decade. The outlook for stocks was not helped by weak
manufacturing data and an underwhelming holiday season for retailers. Later in the
quarter, markets regained confidence, with both stocks and crude retracing earlier
losses. Headline employment data remained solid and company earnings reports
generally reassured investors about the stability of the U.S. economy. Lower projections
for interest rate hikes from the Federal Reserve also helped stocks rebound later in the
quarter. While stocks rallied late, small caps underperformed large caps in what was
largely a risk-off environment for much of the quarter.

Portfolio Manager:
Jonathan D. Coleman, CFA

Executive Summary
• Small-cap equities were down
in the first quarter.

Performance Discussion

• We outperformed our primary
benchmark during the period.

The Fund outperformed its primary benchmark, the Russell 2000 Growth Index, but
underperformed its secondary benchmark, the Russell 2000 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. Our Fund performed as we expected this
quarter, outpacing the primary benchmark in an environment where global economic
growth was uncertain and investor sentiment was generally negative.

• We expect a lower aggregate
return environment going
forward, but think our
investment style is well suited
for this more challenging
market backdrop.

Some of our consumer discretionary holdings were top contributors to the Fund’s
performance. Tumi Holdings was one of our top contributors from the sector. The stock
was up after it was announced Samsonite would acquire the luggage company, and we
sold the position on gains after the announcement. We were not surprised the company
was an attractive acquisition candidate, as we thought Tumi was an underappreciated
global brand and that its global footprint could be leveraged.
Sally Beauty Holdings was another top performing consumer discretionary stock. The
company is engaged in a number of turnaround efforts at its stores that have driven
better traffic and better same-store sales comparisons, which has driven the stock’s
performance. We continue to like the company because of its distinct positioning in the
beauty and hair product retail space. The company has a broader selection and betterquality beauty products than mass market retailers, but also sells its products at
attractive price points below the highest-end beauty product retailers. We also like that
beauty and hair products are generally lower cost luxuries that are more economically
resilient than other luxury products.
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Outside the consumer discretionary sector, Belden CDT was a
top contributor. The company lowered guidance in the fourth
quarter, causing a sharp selloff in the stock. The stock
rebounded this quarter after the company reported earnings in
line with expectations and kept its guidance the same, which
reassured investors. The company has also committed to paying
down some of its debt, which also reassured investors. We
continue to like the company. We like connector and
component suppliers such as Belden. These are attractive end
markets that are growing content in a number of industrial
products. We also continue to be strong supporters of the firm’s
management team and its focus on lean manufacturing and
operational efficiencies.
While pleased with our relative performance this quarter, we still
had stocks that disappointed and detracted from results. Eagle
Pharmaceuticals was our largest detractor. The stock was down
after the FDA rejected its blood clot preventing drug Kangio.
The specialty pharmaceutical company focuses on improving
formulations of existing hospital administered drugs. These
improved formulations make the intake of the drug easier, or
faster for the patient. Many of the drugs under development by
Eagle address rare orphan diseases, and command significant
pricing power.
LPL Financial Holdings was another detractor. The company
provides brokerage and investment advisory services to

independent financial advisors. Rising rates boost LPL’s
earnings from cash held in customers’ accounts, and decreased
expectations about the pace of U.S. rate hikes weighed on the
stock this quarter. Concern about how a Department of Labor
fiduciary standard rule will affect advisors using LPL’s platform
has also affected the company, as did concerns about the
management’s decision to announce a stock buyback during a
difficult quarter for the company. While we believe the LPL
benefits from the trend toward independent, fee-based financial
advice we are reviewing the stock in light of what we view as
some executional missteps by the company.
J2 Global was another detractor. The stock fell after a short
seller focused on the company, saying it is too dependent on
revenue from its core business of converting faxes to emails, a
business that will continue to slow as faxes are used less and
less. We think concerns about the company are overblown. The
company’s management has acknowledged this business is in
decline. However, we believe the market has overlooked the
fact that j2 Global is using extraordinary cash flow growth from
this business to invest in other potentially high margin
businesses such as cloud and data backup for companies and
also email marketing services, which help diversify j2 Global.
We like the company’s history of making good acquisitions and
improving operations of those companies.

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

Outlook
Global economic growth remains slow and a number of
geopolitical concerns continue to grip financial markets. Against
that backdrop, we would expect a low aggregate return
environment for small-cap stocks, punctuated by periods of
volatility for the rest of 2016.
While the outlook for small-cap stocks may not be as robust, we
are excited about our potential for relative outperformance.
Given where valuations sit today and a likely slow-growth

economy ahead, it is hard to envision multiple expansion driving
further stock price appreciation. Instead, earnings growth will be
the primary driver of returns. This should favor the types of
companies we invest in, which have typically demonstrated a
steady path toward earnings growth through either strong
pricing power or market share gains. We look forward to seeing
how these companies perform in the months ahead, and will
look to add to some of these positions when volatility
presents opportunity.
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Top Contributors and Detractors for the Quarter Ended 3/31/16
Top Contributors

Ending
Weight (%)

Ending
Weight (%)

Contribution (%)

Tumi Holdings Inc

0.00

0.36

Eagle Pharmaceuticals Inc/DE

0.57

-0.64

Belden Inc

1.62

0.35

LPL Financial Holdings Inc

0.92

-0.61

Sally Beauty Holdings Inc

2.31

0.30

j2 Global Inc

1.09

-0.35

Carter's Inc

1.73

0.26

OSI Systems Inc

1.02

-0.33

Cadence Design Systems Inc

2.18

0.24

Advisory Board Co

0.81

-0.33

Contribution (%) Top Detractors

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

Tumi Holdings: Tumi is a global travel and accessories
company. We think the company has a strong global
footprint and like its multi-channel platform across digital
and in-store channels. It was announced during the quarter
that Samsonite would acquire Tumi. We sold the position on
gains after the announcement.

Eagle Pharmaceuticals: The specialty pharmaceutical
company focuses on improving formulations of existing
hospital administered drugs. We believe the value of the
company’s product pipeline remains underappreciated,
particularly the potential of a licensing agreement with Teva
Pharmaceutical for a new formulation to treat chronic
lymphocytic leukemia (CLL) and non-Hodgkin’s
lymphoma (NHL).

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
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.
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.
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 stores.
Cadence Design Systems: A provider of software
technology, design and consulting services and technology,

LPL Financial: LPL Financial provides an integrated
platform of brokerage and investment advisory services to
independent financial advisors and financial advisors at
financial institutions. Through its custody and clearing
platform, the company provides access to diversified
financial products and services enabling its advisors to offer
independent financial advice and brokerage services to retail
investors. We are currently reviewing the stock in light of
recent headwinds facing the company.
J2 Global: J2 Global is an Internet services company
providing a range of communications services for
businesses. We like that the company is moving beyond its
traditional business of converting faxes to emails and
moving into other high margin businesses. We also like the
company’s history of making good acquisitions and
improving operations of those companies.
OSI Systems: OSI Systems is a maker of security systems,
health care monitoring systems and optoelectronics. We like
the company’s history of expanding margins, and like that it
is increasing the amount of recurring revenue it receives. As
the company becomes a turnkey provider of security
solutions, we believe it will continue to increase the recurring
revenue component of its business.
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Top Contributors (continued)

Top Detractors (continued)

Cadence licenses its electronic design automation software
to customers who use Cadence’s software to design
semiconductors and electronic systems. We believe the
company’s semiconductor design software is becoming
increasingly important as semiconductors grow more
complex. As one of only two companies specializing in this
market segment, Cadence should be able to increase pricing
and profits. We also appreciate the company’s intellectual
property licensing business, which we believe is a highmargin, high-growth operation.

Advisory Board Company: Advisory Board Company is a
global research, technology and consulting firm serving
hospital and education executives with information to help
those executives address the changing landscapes of health
care and education. We like the companies end markets and
believe there will be high demand for its services but we are
reviewing the position due to questions around the
company’s execution on some issues.

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 new investors in certain distribution channels.
As of 3/31/16 the top ten portfolio holdings of Janus Venture Fund are: SS&C Technologies Holdings Inc (2.23%), Sally Beauty Holdings Inc (2.19%),
Broadridge Financial Solutions Inc (2.13%), Euronet Worldwide Inc (2.07%), Cadence Design Systems Inc (2.07%), Sensient Technologies Corp (2.03%), NICESystems Ltd (ADR) (1.88%), ServiceMaster Global Holdings Inc (1.84%), Blackbaud Inc (1.75%) and HEICO Corp (1.68%). There are no assurances that any
Janus portfolio currently holds these securities or other securities mentioned in this commentary.
The opinions are as of 3/31/16 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 2000® Growth Index measures the performance of those Russell 2000® companies with higher price-to-book ratios and higher forecasted growth
values.
Russell 2000® Index is an index that measures the performance of the 2,000 smallest companies in the Russell 3000® Index.
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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