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SUMMARY
Small-cap stocks staged a sharp rally late in the year after severely underperforming for
most of 2014. The Fund did not keep pace during the strong year-end rally due to its
more defensive positioning. Energy and the steep and quick slide in oil prices were the
predominant themes during the quarter. Although our energy stocks held up better than
the benchmark, we were not immune from the impact of lower oil prices as it also
negatively impacted performance of banks owned in both Texas and Oklahoma. We
have been overweight energy for most of this year due to our exposure in master limited
partnerships (MLPs), as we have been underweight both oil service and exploration and
production companies.
While the MLPs held up better than the broader energy sector, we have significantly
reduced our exposure to the investment class as we are growing increasingly concerned
about the implied growth embedded in the stock prices and the increasing likelihood
that growth expectations for the next few years need to be reset. We have taken
advantage of the sell-off in energy names to consider slowly adding to some existing
positions and also start new positions in equities with cash-rich balance sheets that can
weather this period of uncertainty. Interest rate sensitive names, including real estate
investment trusts (REITs) and utilities, were strong performers during the quarter and our
underweight weighed on relative performance.
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MARKET COMMENTARY
Stocks rose in the fourth quarter while the U.S. economy continued to gain steam,
delivering nearly 5% GDP growth in the third quarter, with the unemployment rate falling
to under 6% amid signs that wage growth continues to percolate. Persistently high
underemployment, however, remains a troubling counterweight. Corporate balance
sheets remain flush with cash but companies continue to add leverage by tapping
financing at record low interest rates. Earnings growth also remained strong, coupled
with equity valuations that appear buoyed by market optimism. All this occurred with
central bank policy accommodation that remains very friendly to risk assets on a global
basis, although the Federal Reserve could become less so in the coming year.
The recent fall in energy prices is likely a blessing, but could possibly be a curse as well.
Short term, it should provide a boost in consumer spending, evidenced by early reports of
healthy holiday retail activity. Long term, however, a significant portion of U.S. capital
expenditures are attributable to the energy complex, and less exploration and production
activity will negatively impact the earnings of those firms with exposure. In addition, the
U.S. shale revolution has stimulated economic activity in places such as North Dakota
and Pennsylvania with high paying jobs and local economies that have witnessed rising
oil prices. Energy companies have also been active participants in the debt markets,
particularly in high-yield issuance, and risks around substantially squeezed profits could
spread to financial markets beyond just those energy-related names. Clearly, there are
winners from lower crude prices, but there will also be collateral damage as we have
begun to see numerous layoff announcements from energy companies. The added
variable here is the geopolitical consequences of lower oil prices on volatile countries
such as Russia, Venezuela, and much of the Middle East. Will some of these countries
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EXECUTIVE SUMMARY
• Small-cap stocks staged a
sharp rally late in the year
after severely
underperforming for most of
2014.
• We believe oil prices and
the energy equities will
remain volatile for some
time and are taking a very
selective approach by
adding to what we believe
are high-quality franchises.
• We continue to see
evidence of the beginnings
of a rotation into quality
stocks beyond just small
caps that may gain greater
traction throughout 2015.
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begin to act more conciliatory on the geopolitical stage or
become irrational? The equity market has been indicating the
former is more likely.

OUTLOOK AND POSITIONING
As we look ahead, the factors that led us to the upcoming sixyear anniversary of the bull market continue to be intact, namely
unbelievably loose monetary policy on a global basis. However,
the Federal Reserve (Fed) has stated its intention, and has
initiated the process, of slowly reducing the amount of liquidity
flooded into the system. When looking at economic growth and
recent jobs data, one could argue that the data set indicates the
U.S. economy is doing just fine and that some accommodation
can be curtailed. The counterargument is that the economy is
still growing at a tepid pace for this point in a normal economic
recovery and that given the large amount of debt in the system,
central bankers fear debt deflation, so interest rates can stay
lower for longer.
There are certainly bright spots in the market, though we
believe many of these positive signs may be priced into equity
valuations. While there may be more gains ahead, we believe
there is also the potential for greater volatility, and therefore
remain committed to owning quality companies with defensive
characteristics within our portfolio. There are certainly benefits
from lower energy prices, particularly to the consumer, but there
will also be some negative consequences to the economy,
including layoffs at companies that are partly dependent on
capital spending from energy companies. Aside from the energy
segment, another source of potential volatility could originate
from the Fed both from communication to the market as well as
its policy intentions. While we believe valuations are fair, if not
slightly overvalued, there seems to be little room for error in
equity prices.
With the U.S. equity market hitting new all-time highs this year,
we are not finding compelling values. Optimism seems to be
fully priced into stocks, as it has over the past few years,
showing some disregard of risk and a large willingness to put
more faith in market momentum instead of company
fundamentals. Most troubling, in our opinion, is the broad

complacency and thin trading volume lifting stock prices higher.
There simply is not much real liquidity in the market to absorb
prolonged selling pressures should any of the numerous
macroeconomic tailwinds suddenly start to escalate and truly
spook investors beyond a brief market dip. This is especially
true in the fixed income markets where even the U.S. Treasury
Department’s Office of Financial Research has noted excessive
risk taking, declining market liquidity as a result of recent bank
regulatory changes and some financing activities moving to less
transparent areas of the financial system as potential risks.
Although we consistently focus on downside protection, we
believe it prudent for investors to increase their focus on riskdisciplined approaches to investing as we enter the next stage
of the cycle.
We have been cautious for some time on the small-cap
universe given their expensive valuations relative to large-cap
equities. That said, during the quarter and particularly at the
beginning of the quarter as the broad market declined, we did
find some interesting values in the small-cap space and added
to or began new positions here while trimming our exposure to
larger market caps in our portfolio. Following a large year-end
rally in small caps, reward-to-risk ratios remain lackluster.
During the fourth quarter we reduced our exposure to energy
as we exited several MLPs. We reduced our overweight in
banks and continue to be underweight REITs but continue to
seek new attractive reward-to-risks within the REIT space. For
the most part, our sector weighting have remained unchanged
with overweights in consumer staples, health care, materials,
technology, and industrials. We remain underweight in
financials, utilities, and consumer discretionary, although we
have increased our exposure and added new names within this
group.
As of January 1, 2015, the Perkins Small Cap Value Fund was
re-opened to new investors.
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TOP CONTRIBUTORS AND DETRACTORS FOR THE QUARTER ENDED 12/31/14
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Casey's General Stores, Inc.

3.65

0.85

Kirby Exploration Co.

0.93

-0.62

STERIS Corp.

2.61

0.43

QEP Midstream Partners L.P.

0.00

-0.54

Phibro Animal Health Corp.

1.08

0.37

Key Energy Services, Inc.

0.00

-0.29

Sovran Self Storage, Inc.

1.96

0.29

Plains All American Pipeline L.P.

0.00

-0.28

Covance, Inc.

0.00

0.29

SM Energy Co.

0.63

-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

Casey’s General Stores, Inc.: Casey’s General Stores
operates gas stations and convenience stores throughout
small towns in the Midwest, and is slowly expanding into the
Southeast. The steep decline in crude, and ultimately
gasoline prices, were the main driver behind the stock’s rally
in the quarter. Gasoline margins at Casey’s typically benefit
when wholesale gasoline prices decline as retail prices at
the pump are stickier on the way down. Casey’s has done a
solid job in executing its growth strategy – evidenced by
strength in same-store sales of grocery items and prepared
foods during the quarter. Over the past two years, other
publicly traded convenience store chains have been acquired
by MLPs, adopted MLP structures, or have been acquired by
parent companies that own MLPs, any of which could unlock
further value at Casey’s should management elect to go that
route. While we did trim some of our holdings on price
strength, Casey’s remains our largest holding in the Fund

Kirby Exploration Co.: Shares in barge operator Kirby
traded lower through the quarter following the rapid decline
in global oil prices. Approximately 20% of Kirby’s annual
revenues are directly tied to oil, with approximately $400
million of revenue related to diesel engines for well fracking
pumps and rigs, and $200 million to the transport of crude
oil in both inland river and coastal barge movements.
Management guided fourth quarter results below Street
estimates on weakness in both the diesel engine business
as well as the crude transport segment. We see frackingrelated revenue continuing to be negatively pressured by
weak oil prices and their negative impact on rig count in the
U.S. However, we believe the recent softness in the crude
transport business will ease as we move further into 2015.
The core chemical business remains solid, driven by revenue
gains, pricing, and strong margins. Although we like the longterm outlook for Kirby, we meaningfully trimmed our position
during the quarter on concerns about the depth and duration
of the weak oil prices and their impact on results for the
company.

STERIS Corp.: STERIS, a sterilization equipment provider,
outperformed as the company continued to report strong
results and raised full-year guidance driven by both organic
and acquisition growth. In October, the company announced
the strategic acquisition of Synergy Health, a sterilization
company based in the United Kingdom. The purchase
expands the company’s global footprint while adding breadth
and depth to their product offering, and has the potential to
significantly lower the effective tax rate in the future. The
transaction is expected to close in the first quarter of 2015,
and be accretive in fiscal 2016. We continue to hold our
position in STERIS.
Phibro Animal Health Corp.: Phibro Animal Health
outperformed again this quarter as the company continued
to report stronger than expected results, driven by strong
demand for the animal health products. Phibro is well

QEP Midstream Partners LP: QEP Midstream Partners LP
owns, operates, acquires and develops midstream gathering
systems and pipelines. The shares of the company fell
30.4% in the quarter as the company’s general partner, QEP
Resources, sold its field services midstream business and its
58% ownership in QEP Midstream Partners LP’s shares to
Tesoro Logistics LP for approximately $2.5 billion. QEP
Midstream Partners LP’s distribution growth outlook
effectively dissolved as its new general partner, Tesoro
Logistics LP, did not have the same incentive as QEP
Resources to drop down accretive assets and grow the
distribution at QEP Midstream. Furthermore, the steep
decline in global commodity prices led to a sell-off across
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TOP CONTRIBUTORS (continued)

TOP DETRACTORS (continued)

positioned to benefit from the growing global demand for
animal protein consumption. We trimmed our position into
strength but believe the risk-reward remains favorable
despite the recent stock outperformance and the valuation
discount that Phibro receives relative to its larger peer
Zoetis. Furthermore, we believe recent transactions in the
animal health industry support current valuation of the stock.

MLPs. We exited our position in QEP Midstream Partners
LP as we believed that QEP’s deal with Tesoro Logistics LP
was not in the best long-term interest of QEP shareholders.

Sovran Self Storage, Inc.: Sovran Self Storage is an REIT
that owns and operates self-storage properties in the U.S.
Shares were up 18% in the quarter as operating
fundamentals continued to improve for Sovran and for the
self-storage industry in general. With occupancy above 90%,
the growth rate of rent and same-store sales outpaced many
other REITs and led to strong relative stock price
performance. The company is committed to maintaining a
strong balance sheet and has been disciplined in its
approach to acquisitions, primarily focusing on smaller
metropolitan areas with less competition. In addition, we take
comfort in the fact that the self-storage space has proven to
be a very resilient property type in all market environments
including during the financial crisis when occupancy and
same-store net operating income outperformed many of the
alternative property types in the REIT space. When we
initiated our position in the company in May 2014, the stock
was trading at a discount to the peer group, and as a result
of strong fundamentals we continued to add to the name in
the most recent quarter.
Covance, Inc.: Covance outperformed as the company
agreed to be acquired by Laboratory Corporation of America
(LH) for a 31% premium at the time of announcement in
November 2014. The deal is expected to close during the
first quarter of 2015. We sold our position post the
announcement in order to place the proceeds into positions
that we believe offer more attractive reward-to-risk ratios.

Key Energy Services, Inc.: Key Energy Services Inc. is a
Houston, Texas-based oil and gas well services company
that provides rig services, coiled tubing and fishing and
rental services. Shares were negatively impacted as Key
reported lower than expected profit margins due to higher
operating costs and expenses related to a federal
investigation. While Key Energy is in the midst of
restructuring its North American operations, the collapse in
global crude oil prices also had a negative impact on the
shares as the entire oil services sector sold off. We initially
took our stake in Key earlier in the quarter when we believed
the metrics looked favorable. Given the precipitous fall in oil
prices during the second half of the quarter, concerns about
the longer term outlook for Key began to grow. With a more
levered balance sheet than our other oil service holdings and
continued weakness in oil prices which will very likely
significantly reduce activity levels in many of Key’s biggest
markets, we decided to realize our losses and exit the stock.
Plains All American Pipeline LP: Plains All American
Pipeline LP owns and operates a geographically diverse
collection of midstream assets that traverse some of the
most prolific oil and gas basins in North America. The shares
sold off with the entire energy complex given the precipitous
fall in global crude oil prices. Plains reported a very strong
third quarter earnings report but that was not enough to
offset its conservative 2015 distribution guidance. The
decline in oil prices will negatively impact some of the
company’s operations in 2015, but we feel confident that
the company’s 2015 distribution growth guidance is
achievable. However, we are worried that if crude oil prices
don’t move sharply higher relatively soon, drastic cuts to
energy capital expenditures, and therefore oil production
growth, will negatively impact the company’s future
distribution growth. Thus, we exited our position in shares of
Plains All American.
SM Energy Co.: SM Energy is a North American
independent exploration and production company with
assets concentrated in South Texas, Oklahoma and North
Dakota. Shares of SM declined sharply given the abrupt fall
in global crude oil prices to levels not seen since the
financial crisis in 2008-2009 that was accelerated by
OPEC’s decision to not cut production quotas and instead
defend market share even as global crude oil supply began
to outstrip demand. Although shares have bounced off their
recent lows, we believe SM’s current valuation reflects a
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TOP DETRACTORS (continued)
continued challenging commodity price environment over
the short term. We remain optimistic that SM Energy’s
improved operating performance in its core Eagle Ford and
Bakken shale plays will continue to drive higher well
productivity and increase value for shareholders. We initiated
our position on weakness as the valuation near the recent
low prices reflected near liquidation value of the company.

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 12/31/14 the top ten portfolio holdings of Perkins Small Cap Value Fund are: Casey's General Stores, Inc. (3.65%), CLARCOR, Inc. (2.67%), STERIS Corp.
(2.61%), Potlatch Corp. (2.41%), Owens & Minor, Inc. (2.41%), Jack Henry & Associates, Inc. (2.24%), Sonoco Products Co. (2.24%), Sovran Self Storage, Inc.
(1.96%), Bank of Hawaii Corp. (1.84%) and J&J Snack Foods Corp. (1.78%). There are no assurances that any Janus portfolio currently holds these securities or
other securities mentioned in this commentary.
The opinions are as of 12/31/14 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® Value Index measures the performance of those Russell 2000 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 an indirect subsidiary of Janus Capital Group Inc. and serves as the sub-adviser on certain products.
Janus and Perkins are registered trademarks of Janus Capital International Limited. © Janus Capital International Limited.
Funds distributed by Janus Distributors LLC
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