
Conference Call Highlights
In the second half of 2014, investors must navigate the twin possibililites of lower and higher interest 
rates as well as stretched valuations.

Janus Fixed Income CIO Gibson Smith shared his insights during a conference call on June 19, 2014. 
Following are the highlights:

THE MARKET IN 2014’S SECOND HALF 

The U.S. economy has rebounded from its first quarter stumble, but the economic recovery around the 
globe remains uneven. This has held sovereign yields at their historically low levels here and abroad, 
defying expectations for a 2014 rise.
• We expect central banks to keep monetary policy loose to support their economies, with a U.S. rate 

hike not expected until the second half of 2015. This should help cap yields and keep credit spreads 
tight through the summer and for an extended period thereafter. 

• U.S. Treasury yields could remain volatile as investors deal with eventual monetary tightening.

RISKS

Complacency about low interest rates has helped drive rich valuations throughout the global fixed 
income markets. Downside risk is real, as we expect this complacency to be punctuated by periods of 
anxiety about rates eventually heading higher.
• Interest-rate risk is the greatest risk facing bond portfolios. As of late, Treasurys have been at times 

even more volatile than equities and commodities due to rate-hike jitters. These concerns punctuate 
an otherwise general complacency about low yields that is containing the volatility within a range. 
Such an environment calls for defensive yield-curve positioning, which we continue to have.

• Valuations are high amid a stretch for yield. The riskiest segments within high yield and emerging 
markets may not offer appropriate risk-adjusted returns.

OPPORTUNITIES

While we believe that the market calls for us to be increasingly selective, we see significant investment 
opportunities in the second half of 2014. We intend to take advantage of them as we stick to our core 
tenets of risk-adjusted returns and capital preservation.
• Active management is crucial amid interest rate uncertainty. There are opportunities in both low- and 

rising-interest-rate markets, and we continue to position our portfolios along the yield curve to take 
advantage of both.

• There are fewer opportunities in credit than there were five years ago, and avoiding richly valued 
securities has become increasingly important. Still, we continue to identify promising opportunities, 
including those that buck the consensus – an area where we have expertise through our bottom-up 
fundamental approach.
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Please consider the charges, risks, expenses and investment objectives carefully before investing. Please 
see a prospectus or, if available, a summary prospectus containing this and other information. Read it 
carefully before you invest or send money.

Past performance is no guarantee of future results.

The opinions are those of Janus as of 06/19/14 and are subject to change at any time due to changes in market or economic 
conditions. The comments should not be construed as a recommendation of individual holdings or market sectors, but as an 
illustration of broader themes.

Investing involves risk, including the possible loss of principal and fluctuation of value.

Fixed income securities are subject to interest rate, inflation, credit and default risk. The bond market is volatile. As interest rates rise, 
bond prices usually fall, and vice versa. The return of principal is not guaranteed, and prices may decline if an issuer fails to make 
timely payments or its credit strength weakens.

Funds featured are for informational purposes only and should not be used or construed as financial advice or a recommendation. 
Investors must consider whether a Fund is appropriate based on the investor’s specific investment objectives, financial situation, time 
horizon and risk tolerance. Please refer to each Fund’s prospectus for the specific investment objective and strategies of each Fund.

High-yield/high-risk bonds, also known as “junk” bonds, involve a greater risk of default and price volatility than U.S. Government and 
other high quality bonds. High-yield/high-risk bonds can experience sudden and sharp price swings which will affect net asset value.

Credit risk refers to the possibility that the issuer of the bond will not be able to make principal and interest payments. The principal 
on mortgage- or asset-backed securities may normally be prepaid at any time, which will reduce the yield and market value of 
these securities. Investing in derivatives entails specific risks relating to liquidity, leverage and credit and may reduce returns and/or 
increase volatility.

When bond valuations fall it is possible for both actively and passively managed investments to lose value.

Diversification neither assures a profit nor eliminates the risk of experiencing investment losses. 

Alpha compares the risk-adjusted performance of a portfolio to a benchmark index. A positive alpha means the portfolio has 
outperformed the index on a risk-adjusted basis.

Basis point (bp) is a unit equal to 1/100 of a percentage point. 1 bp = 0.01%, 100 bps = 1%.

Correlation is a statistical measure of how two securities or groups of securities move in relation to each other.

Duration measures a bond price’s sensitivity to changes in interest rates. The longer a bond’s duration, the higher its sensitivity to 
changes in interest rates, all else being equal.

A 10-year Treasury yield is the market interest rate on U.S. Treasury bonds that will mature 10 years from the date of purchase.
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