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Performance Discussion
The Portfolio underperformed its benchmark, the S&P 500 Index due in part to our
investment in United Continental Holdings. The stock sold off along with other airlines
following data that pointed to a softer-than-expected pricing environment. Over the last
year and a half, airline ticket pricing has softened along with declining fuel costs. Many
airlines responded to lower fuel costs by adding to their number of flights offered – a
move that has aided the industry’s record profitability.
We remain positive on United Continental as we believe it is well positioned to benefit
from the industry’s continued consolidation trend, which should lead to greater pricing
power. In addition, United’s earnings and cash flows have never been stronger. This
strong cash flow has been used to pay down debt, thereby strengthening the company’s
balance sheet. It has also been used to buy back shares, which should improve future
earnings per share.
Another of the Portfolio’s detractors was Lands’ End, a casual apparel and outerwear
maker. The company’s new CEO is in the beginning stages of executing a turnaround for
the firm’s product line, which has become outdated. We are confident about the stock
because the company has the leadership and commitment in place to make its
turnaround succeed, though that will take time. In addition, Lands’ End is 90% direct-toconsumer, making it better positioned for the new world of internet-based commerce.
The company has more than $1 billion in annual sales revenue that isn’t tied to shopping
malls. By comparison, its largest competitors, like Gap and J.Crew, are saddled with
bricks-and-mortar cost structures that are likely to weigh on profitability. We see Lands’
End as attractively valued on an enterprise value to sales basis, trading at a significant
discount to its peer group of direct-to-consumer brands.
Battery manufacturer Energizer Holdings was our top contributor to performance. We
initiated our position in Energizer in the second half of last year because it is attractively
valued based on its forward enterprise value to EBITDA (Earnings Before Interest,
Taxes, Depreciation and Amortization). In addition, Energizer plans to continue to
leverage its powerful battery distribution network to create value through strategic
mergers and acquisitions. With this strategy, Energizer has purchased complementary
brands that it then distributes to its core customers, which include Walmart, Target and
Home Depot.
Dollar Tree also contributed to returns. The company has benefited from synergies
following its 2015 purchase of competitor Family Dollar. Dollar Tree is now one of two
dominant companies in its space, the other being Dollar General. We expect Dollar
Tree’s profitability to continue to improve as management drives the newly merged
company toward greater levels of efficiency and profitability. We believe the stock is
attractively valued due to its future earnings growth prospects.
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Executive Summary
• The Portfolio underperformed
its benchmark during the
period.
• Our investments in major
airlines suffered from pricing
weakness, which overwhelmed
numerous positive factors.
• Stocks with volatile earnings
continue to be punished,
providing good buying
opportunities for the Portfolio,
especially in companies going
through turnarounds.
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Representative Account Top Contributors and Detractors for the Quarter Ended 6/30/16
Top Contributors

Ending
Weight (%)

Contribution (%) Top Detractors

Ending
Weight (%)

Contribution (%)

Energizer Holdings Inc

3.06

0.61

United Continental Holdings Inc

8.67

-3.30

Dollar Tree Inc

2.97

0.52

Lands' End Inc

2.17

-1.07

Vulcan Materials Co

0.11

0.22

Zebra Technologies Corp

3.49

-0.94

Knowles Corp

6.27

0.20

Norwegian Cruise Line Holdings Ltd

2.47

-0.89

St. Joe Corp.

5.70

0.17

American Airlines Group Inc

3.18

-0.88

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/separately-managed-accounts.

Past performance is no guarantee of future results.
Discussion is based on performance gross of fees and expenses.
Sector weightings, portfolio characteristics, market cap weightings and holdings are based on a representative account. Such data may vary for each client in the
strategy due to asset size, market conditions, client guidelines and diversity of portfolio holdings. The representative account is the account in the composite that
we believe most closely reflects the current portfolio management style for this strategy.
As of 6/30/16 the top ten portfolio holdings of the Representative Account are: United Continental Holdings Inc (8.00%), Knowles Corp (5.78%), St. Joe Corp.
(5.25%), Mattel Inc (5.12%), Ball Corp (4.61%), Crown Holdings Inc (3.53%), Motorola Solutions Inc (3.45%), Air Products & Chemicals Inc (3.30%), Zebra
Technologies Corp (3.22%) and Platform Specialty Products Corp (3.07%). There are no assurances that any Janus portfolio currently holds these securities or
other securities mentioned in this commentary.
Portfolio holdings are as of the date indicated, and are subject to change. This material should not be construed as recommendation to buy or sell any security.
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.
Investing involves risk, including the possible loss of principal and fluctuation of value.
Opportunistic Alpha managed accounts, benchmarked to the S&P 500 Index, seek to invest in under-valued companies with improving return on invested capital
and an asymmetrical risk/reward profile. The portfolios may have exposure to foreign securities through ADRs. A typical portfolio invests in 35 to 55 equity
securities. Prior to June 1, 2007 returns for the composite are for the Institutional Opportunistic Alpha Composite, which consisted of separately managed
institutional accounts as well as sub-advised pooled funds. The composite was created in June 2007.
S&P 500® Index measures broad U.S. equity performance.
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.
Janus is a registered trademark of Janus International Holding LLC. © Janus International Holding LLC.
Janus Capital Management LLC serves as investment adviser.
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