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PERFORMANCE REVIEW
The Fund outperformed the Russell 2000 Value Index for the quarter. Concerns
regarding Greece’s potential exit from the eurozone, a continued slowdown in China, and
rising rates in the U.S. pressured the index, which ended the quarter in negative territory.
Stock selection in financials was the main driver of our outperformance as our regional
banks benefited from the rising rate environment. Additionally, our underweight in real
estate investment trusts (REITs) and utilities was also beneficial to performance as ratesensitive stocks underperformed for the period. Health care was the best performing
sector in the index, driven by biotech stocks. We did not own any biotech stocks, but our
overweight allocation helped make the health care sector a relative contributor. While
overall stock selection was positive for the quarter, our industrial holdings
underperformed due in part to weakness in railroads as rail volumes came in below
expectations.
We continue to see elevated merger and acquisition (M&A) activity and benefited from
two takeouts announced during the quarter. Both plan to be purchased by private equity
firms in all cash deals. Our belief is that the portfolio could continue to benefit from M&A
as corporate balance sheets remain flush with cash and debt can be issued at very
attractive rates to finance accretive acquisitions. During the quarter, we reduced our
health care and consumer staples exposure on continued strength as many of our
stocks had unfavorable reward-to-risk ratios and the valuation of the sectors appears
stretched, in our view. We increased our energy exposure by adding to stocks that we
think are long-term winners in a continued uncertain commodity environment. Price
weakness in energy stocks allowed us to add to several positions where we believed the
shares were trading at a discount to liquidation value. 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.
The portfolio’s weighted average market cap range declined further as we continue to
find better values at the lower end of the market capitalization range. Cash ended the
quarter below 5%.
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EXECUTIVE SUMMARY
• The Fund outperformed its
benchmark, led by stock
selection in financials, which
benefited from rising
interest rates.

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

OUTLOOK AND POSITIONING
As we look ahead, the factors that led us here 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 with nascent signs of 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. Additionally the global economy remains in an uneven state,
with downside risks evident in China and Europe, large commodity and currency price
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• The weighted average
market cap declined further
as we continue to find better
values at the lower end of
the small-cap range.
• We reduced health care and
consumer staples on
strength and added to
energy and industrials on
weakness.
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fluctuations, and more volatile global interest rates. Oddly
enough, despite these pressing uncertainties, valuations remain
at the upper end of historical ranges. Given this backdrop, the
potential for increasing equity market volatility would seem to
be warranted. As such 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 over 1,350 days
without a 10% correction. 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 quarter is for a decline of 4.5%. Simply put, “bad news”
has been embraced by the equity market and this may continue
to be the case, until it isn’t. 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.

Treasury moved from a 1.92% yield to a 2.35% yield during the
quarter, interest rate sensitive sectors such as REITs and
utilities, as well as economically sensitive transportation stocks,
saw meaningful price declines.
The Fund’s sector positioning did not materially change during
the quarter. Staples, industrials, health care and materials
remain overweight on a relative basis. While our energy weight
is in line with the benchmark, this is a function of our exposure
to master limited partnerships (MLPs) where we feel there is
less commodity price risk and ultimately reduced downside in
the shares as most of the contracts are fee based and dividend
yields are healthy. Conversely, our underweight sectors remain
financials, consumer discretionary, and utilities. We initiated
positions in financials, industrials, materials, energy, and
technology; instances where we felt the stocks were cheap
enough to have attractive trade-offs between risk and reward.
Uncertainties over Greece, the slowdown 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 high-quality stocks will hold up better, as it did this
quarter, relative to the benchmark should volatility appear. We
believe we will also be presented 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 Small Cap Value Fund.

Recently, there have been bouts of volatility in currencies and
interest rates that have spread to stocks. As the 10-year

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

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Tidewater Inc

1.91

0.30

Potlatch Corp

2.13

-0.24

Phibro Animal Health Corp

1.97

0.19

NetScout Systems Inc

1.23

-0.24

Kraton Performance Polymers Inc

1.00

0.18

Standard Motor Products Inc

1.83

-0.23

Casey's General Stores Inc

2.90

0.18

Genesee & Wyoming Inc

1.30

-0.21

Bank of Hawaii Corp

1.90

0.17

Dillard's Inc

0.68

-0.20

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

Tidewater Inc.: Tidewater Inc. is a New Orleans, Louisianabased supplier of offshore supply and support vessels to the
oil andgas industry. Tidewater’s shares rebounded as crude
oil prices staged a rally off their mid-March lows.
Furthermore, its globally diverse vessel fleet may be better
positioned to reduce cost and navigate weak offshore supply
and demand fundamentals. While there is less clarity on the
recovery scope in offshore dayrates and utilization, we
added to our position during the quarter as we believed
shares were trading below liquidation level and the valuation
was not reflective of Tidewater’s sound balance sheet and
ability for strong free-cash-flow generation.

Potlatch Corp.: Potlatch Corp. is one of the largest owners
of timberland in the U.S. Shares of Potlatch have been weak
on lower lumber prices, weaker-than-expected demand for
sawlogs, and general weakness in interest-rate sensitive
shares. Overseas demand has been weak as the strong
dollar has hurt the competitive position of Potlatch and other
U.S.-based timber providers. Additionally, lumber prices have
been pressured as the gains in new construction have not
been strong enough to offset the slack in supply. Going
forward, we are comfortable with Potlatch as we believe
sawlog prices will rebound and the company has significant
leverage to firmer lumber prices. We also believe Potlatch
will benefit from the continued housing recovery.

Phibro Animal Health: Phibro Animal Health, an animal
health care company, outperformed as the company
continued to report stronger-than-expected financial results.
Phibro is well positioned to benefit from the overall global
growth of protein-rich diets and the need to maintain the
health and safety of production animals. Despite the stock’s
outperformance, we continue to hold our position primarily
due to the favorable industry fundamentals, the potential for
further industry consolidation, and the valuation discount
relative to its peers. We believe recent transactions in the
animal health industry support the current valuation of the
stock.
Casey’s General Stores: Casey’s General Stores operates
nearly 1,900 convenience store locations throughout smaller
towns in the Midwest U.S., and has begun expanding into
the Southeast, including Tennessee and Arkansas. The firm
has done a solid job in executing its growth strategy –
posting strong same store sales growth, expanding
distribution centers, allowing the company to decrease costs
going forward and serve broader geographic markets.
During the quarter, Casey’s reported much better-thanexpected earnings, driven by continued strength in both
gasoline demand and margins, leading to strong stock price
performance. We continue to like the execution of Casey’s
long-term strategy and thus the stock remains one of our
largest holdings in the portfolio.

NetScout Systems: NetScout Systems is a leader in
probes and other software to help enterprise and service
customers identify network problems. Shares
underperformed in the quarter as the company posted
slightly disappointing revenue growth. NetScout is preparing
to merge with the communications business of Danaher
(DHR). This is a large deal for NetScout and potential risks
associated with the merger have negatively impacted the
share price. That said, we believe the deal will allow for
better product and customer diversification, and the
company will still have a net cash balance post the deal and
generate strong free cash flow. We increased our position
during the quarter.
Standard Motor Products: Standard Motor Products is the
largest supplier of replacement auto aftermarket products
for the engine management and temperature control
segment. Standard Motor Products is very well positioned to
take advantage of the increasing number of miles being
driven in the U.S. Their largest division, temperature control,
however, had a weak first quarter as mild weather has not
driven short-term demand for replacement parts and
systems. Given the continued improvement in the
consumer’s financial situation and the decline in gasoline
prices year over year, we believe this under-followed stock is
well positioned to grow earnings as two years of delayed
purchasing should ultimately help the company’s earnings.
Given a favorable reward-to-risk ratio, we added to our
position on the weakness.

Page 3 of 4

PERKINS SMALL 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 Small Cap Value Fund are: Casey's General Stores Inc (2.75%), Sovran Self Storage Inc (2.30%),
CLARCOR Inc (2.23%), Jack Henry & Associates Inc (2.17%), Owens & Minor Inc (2.11%), UniFirst Corp/MA (2.08%), Sonoco Products Co (2.07%), Potlatch
Corp (2.02%), Phibro Animal Health Corp (1.87%) and Premier Inc (1.85%). 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.
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 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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