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PERFORMANCE REVIEW
The Fund underperformed the Russell 1000 Value Index for the quarter. Lack of
exposure to managed care stocks in the health care sector was a primary driver of our
relative underperformance. Health care was a top-performing sector in the index, driven
by managed care stocks, which were up significantly due to merger speculation as well
as a favorable Supreme Court ruling related to the Affordable Care Act. We did not own
managed care stocks due to high valuations and the potential risk from a negative court
ruling. Our stock selection in industrials also hampered relative returns.
On the positive side, our overweight to regional banks benefited from the rising rate
environment. Additionally, our underweight in utilities was beneficial to performance as
rate-sensitive stocks underperformed for the period. While at period end we are
underweight, we added to a few energy stocks that we think are long term winners in a
continued uncertain commodity environment. Price weakness in energy stocks allowed
us to add to positions where the reward-to-risk ratio was very attractive. The uncertain
commodity environment for oil and gas should lead to continued volatility in these stocks
and we will continue to evaluate the investment merits of these names on a case by
case basis.
For detailed performance information or to download a Fact Sheet, please visit
www.janus.com/funds

Portfolio Manager:
Thomas Perkins

Portfolio Manager:
Kevin Preloger

EXECUTIVE SUMMARY

OUTLOOK AND POSITIONING
As we look ahead, the factors that fueled the market continue to be intact, mainly loose
monetary policy on a global basis. However, the Federal Reserve (Fed) has clearly
telegraphed its intention, and has initiated the process, of slowly reducing the amount of
liquidity injected into the system and has stated its preference to raise interest rates, “not
now, but soon.” Of course this will be dependent on both inflation and jobs data. Some of
the recent economic data has been mixed with first quarter GDP contracting and
expectations for the second quarter in the 2% range, far from rapid growth. Meanwhile,
nonfarm payrolls continue to increase without much wage inflation, but the labor force
participation rate remains stuck at near record lows. The odds of miscommunication
from the Fed would appear to be high as it begins to transition away from policy
accommodation.
Given this backdrop, the odds would seem to favor increased market volatility. As
valuations remain at the upper end of historical ranges, and thus with little room for error,
we continue to remain vigilant about the potential for downside risk. Complacency has
set into investor psychology as the S&P 500 Index, a broad market measure, has gone
almost four years without a 10% correction, an unusually long time. Given the low level
of interest rates, it can be argued that the market is fairly valued based on the S&P 500
trading at 17.4x 2015 estimated earnings. However, based on the Shiller P/E ratio (a
price-to-earnings ratio which incorporates inflation adjusted earnings over the past 10
years) the S&P 500 is trading at 27x. This is well above its historical mean of 15.95x
and significantly above its average going back to 1881. To put this into context, other
instances when this valuation metric was at this level, or higher, included 1929, 2000
and 2007. A potential headwind for the sustainability of the current P/E multiple is
corporate profits. In the first quarter, S&P 500 companies delivered paltry earnings
growth of 0.80% compared to the same period a year ago. The forecast for the second
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• The Fund underperformed
its benchmark in a relatively
unchanged market for largecap stocks.
• There were no material
changes to sector
positioning during the
quarter.
• We maintain a cautious
outlook on the market given
valuation, and global
economic and political
concerns.
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quarter is for a decline of 4.5%. Simply put, “bad news” has
been tolerated by the equity market because of confidence in
the support of monetary policy. Thus, we continue our focus on
building a portfolio of high quality stocks that we believe will
minimize risk should the time come that the equity market views
“bad news” as truly bad news.
The Fund’s sector positioning did not materially change during
the quarter. Health care and consumer staples remain
overweight sectors on a relative basis. Conversely, our
underweight sectors remain in energy, basic materials and
utilities. Uncertainties over Greece, the economic slowdown and

stock market volatility in China, assorted geopolitical threats, as
well as the growth trajectory of the U.S. economy all are factors
that lead us to be cautious given equity valuations. In
conclusion, we believe our portfolio of what we consider highquality stocks will hold up better relative to the overall market
should volatility appear. Higher volatility should present us with
opportunities to purchase new stocks where the valuation and
reward-to-risk ratios are more compelling. Thank you for your
continued investment with us in the Perkins Large Cap Value
Fund.

TOP CONTRIBUTORS AND DETRACTORS FOR THE QUARTER ENDED 6/30/15
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

American International Group Inc

3.17

0.36

Tyco International Plc

1.73

-0.18

Vodafone Group PLC (ADR)

1.80

0.23

Berkshire Hathaway Inc

2.60

-0.16

Fifth Third Bancorp

2.21

0.22

Wal-Mart Stores Inc

1.50

-0.15

JPMorgan Chase & Co

1.58

0.17

Omnicom Group Inc

1.33

-0.15

Microsoft Corp

1.65

0.16

Oracle Corp

2.43

-0.15

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

American International Group (AIG): American
International Group (AIG) has drastically restructured itself
post-crisis, when it was one of the few insurance companies
to require a large bailout from the government. After paying
back the bailout funds, AIG has refocused on the core
property and casualty (P&C) and life insurance operations.
AIG outperformed in the second quarter due to strong first
quarter results, a large share repurchase authorization,
higher interest rates, and a ruling awarding no damages to
the former CEO from the U.S. government. Although AIG
was not a defendant in the lawsuit, AIG had granted certain
indemnifications to the U.S. Treasury as part of the financial
crisis bailout and therefore could have been adversely
impacted if damages were awarded. Despite the recent
outperformance, AIG is still trading at a substantial discount
to book value. We feel that this discounted valuation limits
the downside potential in the stock and thus keeps AIG as
one our largest holdings in the Fund.

Tyco International: Tyco International is one of the world’s
largest suppliers of commercial-grade fire and security
products and services. Viewed as a more defensive company
with upside potential from the emerging commercial
construction cycle, we anticipated that earnings for the
company might disappoint on the back of a strong U.S.
dollar. However, the company’s earnings were revised down
more than we anticipated due to weakness in their
international and oil and gas segments. This surprised the
market as the company had been viewed as being less
exposed to oil and gas than other multi-industry companies.
We continue to be bullish on the company long term as its
positioning within the commercial construction segment is
very strong. As the reward-to-risk ratio became more
attractive, we took advantage of the price weakness and
added to our position.
Berkshire Hathaway: Berkshire Hathaway underperformed
during the second quarter following strong performance in
2014 and the announcement of several large investments,
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TOP CONTRIBUTORS (continued)

TOP DETRACTORS (continued)

Vodafone Group: Vodafone Group is one of the largest
telecom operators in the world. After disposing of its stake in
Verizon Wireless in the U.S. and returning significant capital
to shareholders, Vodafone is now primarily a European
wireless operator with a large and growing presence in
emerging markets. Vodafone outperformed this quarter after
confirming it was in discussions with John Malone's Liberty
Global about potential asset swaps in Europe. Given the
complementary asset base and very large synergy potential,
the press and analysts have continued to speculate about
other possible combinations with Liberty Global, including a
full takeover, merger of equals, or spin-off of Vodafone's
emerging market assets to shareholders and simultaneous
merger of its European assets with Liberty. We maintain a
sizable position in Vodafone as the shares remain
attractively priced, in our view.

with the most recent being the combination of Kraft and
Heinz. However, first quarter results included worse-thanexpected results for the Geico insurance subsidiary
corresponding to weaker conditions for the auto insurance
industry as a whole. Also, the potential designation of
Berkshire Hathaway as a systemically important financial
institution and the regulatory implications of such a
designation was an overhang on the stock. Despite these
headwinds, we expect Berkshire to continue to use its
strong balance sheet and cash flow generation to participate
in opportunistic and attractive investments. Berkshire
remains one of our largest holdings in the Fund.

Fifth Third Bancorp: Fifth Third Bancorp is a superregional, Ohio-based commercial and consumer bank. The
stock outperformed in the second quarter following a price
correction in the first quarter, which we used as an
opportunity to increase our position. The outperformance
was driven by a stronger-than-expected first quarter result
and the expectation of higher interest rates, following a
period of mostly negative earnings revisions. Fifth Third’s mix
of fee and spread revenues, strong balance sheet, and
higher than peers share repurchases has offered downside
support for the stock despite an unpredictable
macroeconomic environment. We continue to hold Fifth
Third shares and it remains one of our largest bank
positions.

Wal-Mart Stores: Wal-Mart Stores is the world’s largest
retail store operator. The shares declined as the company
reported quarterly results that were below expectations as
weaker sales and higher expenses weighed on profit
margins. The company is facing higher labor costs in
addition to investing more in its e-commerce channel as well
as its smaller scale store format. Due to these investments,
management lowered forward earnings guidance while not
updating its full fiscal year forecast. We took advantage of
the price decline in the quarter to add to our holdings as we
believe the attractive valuation and solid balance sheet
should provide downside support.

Page 3 of 4

PERKINS LARGE CAP VALUE FUND
PORTFOLIO COMMENTARY | 2Q15

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 6/30/15 the top ten portfolio holdings of Perkins Large Cap Value Fund are: Procter & Gamble Co (3.24%), Merck & Co Inc (3.07%), American
International Group Inc (2.98%), Berkshire Hathaway Inc (2.45%), Johnson & Johnson (2.32%), Oracle Corp (2.29%), Pfizer Inc (2.28%), Wells Fargo & Co
(2.22%), Fifth Third Bancorp (2.08%) and Citigroup Inc (1.96%). There are no assurances that any Janus portfolio currently holds these securities or other
securities mentioned in this commentary.
The opinions are as of 6/30/15 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.
Foreign securities are subject to additional risks including currency fluctuations, political and economic uncertainty, increased volatility, lower
liquidity and differing financial and information reporting standards, all of which are magnified in emerging markets.
Russell 1000® Value Index measures the performance of those Russell 1000® companies with lower price-to-book ratios and lower 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.
Perkins Investment Management LLC is a subsidiary of Janus Capital Group Inc. and serves as the sub-adviser on certain products.
Janus and Perkins are registered trademarks of Janus International Holding LLC. © Janus International Holding LLC.
Funds distributed by Janus Distributors LLC
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