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Five years on
Launched on 19 November 2012, the Janus Henderson Horizon Euro High Yield Bond
Fund has outperformed both its peer group and the benchmark over the five years to
31 January 2018. This document sets out what has driven the strong performance and
what the fund managers believe is in store for the European high yield bond market in
the near term.
Performance
Since inception to 31 January 2018, the fund returned 45.0% (A2 shares) against a peer group average of 29.7% and a benchmark return of
40.2%. Figure 1 charts the performance of the fund and the market drivers over the last five years.
Figure 1: percentage growth since inception
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Source: Janus Henderson Investors, Morningstar, 19 November 2012 to 31 January 2018. Daily performance for the A2 EUR share class, net of fees. Benchmark is the ICE BofA
Merrill Lynch European Currency Non-Financial High Yield 2% Constrained Index.

Past performance is not a guide to future performance.

Fund activity enhancing performance

2013

2014

2015

2016

2017

Good performance
from overweights in
autos, in particular
French carmakers
(Peugeot, Renault),
and a focus on
under-researched
smaller issuers (eg,
Astaldi, Snai)

Enhanced returns
through allocations to
selected financial bonds,
including subordinated
bonds (RBS, Lloyds),
and investment grade
bonds (eg, Verizon’s
jumbo issue). Negative
performance in the
second half due to
exposure to UK retail
and oil and gas
companies (Enquest
and Stork).

Overall strong
performance from
allocations to lower rated
securities. Overweights:
UK (Iceland and
ODEON), Germany
(Grand City, ratings
upgrade). Underweights:
emerging market issuers
(eg, Petrobras, Oi) and
Spanish renewable
energy company
Abengoa.

Underweights to Oi
(Brazil) and Abengoa
(Spain) — both filed for
bankruptcy.

Underweight to Croatian
food company Agrokor
(narrowly avoided
bankruptcy) and
overweights to
transportation company
WFS Global and UK
retailer Matalan.

Overweights to Italian
gaming company IGT,
German retailer
Douglas, and sterling
denominated bonds
including UK retailers
Iceland, Tesco and Pizza
Express.

Discrete annual performance %
01/01/2013
31/12/2013

01/01/2014
31/12/2014

01/01/2015
31/12/2015

01/01/2016
31/12/2016

01/01/2017
31/12/2017

Fund

11.67

3.63

4.63

9.53

5.11

Benchmark

9.05

5.04

1.26

9.96

6.08

Source: Janus Henderson Investors, Morningstar, as at 31 December 2017. Performance displayed bid-to-bid, midday pricing, net of fees, euro, A2 share class. Performance over
one year is annualised and gross income reinvested. The benchmark is the ICE BofA Merrill Lynch European Currency Non-Financial High Yield 2% Constrained (HPIC) index.

Past performance is not a guide to future performance.

Distinctive qualities

Strong risk-adjusted returns

Figure 2: making full use of the opportunity set

The fund has remained true to its investment process of creating a high
conviction, bottom-up portfolio through unconstrained idea generation
by our highly skilled credit analysts. This has been instrumental in
delivering a strong risk-adjusted performance since inception (the
European high yield strategy is ranked second in the Morningstar peer
group for European high yield since inception).*
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• Widely researched
• Broadly owned across the market
• Alpha opportunities still exist
through stock selection

• Under researched
• Higher risk and lower liquidity

Figure 3: superior risk-adjusted returns versus peer group
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• Pricing inefficiencies in crossover
credits, eg, rising stars
• Fallen angels are 24% of HY index*
• Senior vs subordinated debt with
split ratings
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• Capability to find value across the risk spectrum — the Janus
Henderson Global Credit Research team covers credits on a sector
by sector basis across the full ratings spectrum. Although this is a
high yield fund, we believe the structure of the credit research
platform allows us to exploit the universe of rising stars (companies/
credits that are on the cusp of being upgraded to investment grade)
as well as looking for under-researched and misvalued, lower rated
and less frequent issuers.
• A truly global credit research platform — although the fund is a
European currency high yield fund, issuers outside Europe and the
UK are taking on an increasing importance in euro and sterling high
yield issuance. Since inception, the weighting of US issuers in the
index has quadrupled from just over 3.0% to 12.0%, while emerging
market issuers have increased from around 5.5% to 9.0%.
• Tactical use of derivatives — we view the use of credit derivatives
as one of our three ‘key levers’ to generate returns in the fund (the
other two levers are active benchmark management and offbenchmark, ie, investment grade and US dollar-denominated high
yield bonds). We use credit default swaps (CDS) to take both long
and short positions. We take short positions via CDS on issuers
where we expect a deterioration in credit quality and long positions
should CDS offer the best relative value in an issuer. We also
periodically express directionality or hedge positions through the use
of CDS indices.
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*Market value of the ICE BofA Merrill Lynch Euro Fallen Angel High Yield Index
(HEFA) as a percentage of the ICE BofA Merrill Lynch Euro High Yield Index (HE00),
at 31 December 2017.
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Source: Morningstar Workstation, comparison with the Morningstar fixed income euro
high yield universe, updated quarterly, as at 31 December 2017. Total return is since
fund inception (net of AMC). Performance shown is for euro denominated funds only
(excludes USD denominated euro-hedged share classes). Performance based on
midday pricing, A2 accumulation share class, euro, returns net of fees.

Please note the fund invests in lower grade securities, which
have a higher risk of capital loss than investment grade
securities. The fund may use derivative instruments, which can
involve a higher level of risk.
Past performance is not a guide to future performance.
*As at 31 December 2017
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Outlook

Thomas Hanson and Tom Ross, portfolio managers of the fund, review
the lessons learned and outline their expectations for 2018.

The macroeconomic backdrop continues to be supportive for European
high yield, with growth positive across Europe and inflationary pressure
contained. Corporate fundamentals are also solid, with net leverage near
cycle lows in the non-financial space, strong earnings and robust balance
sheets. Defaults – the failure to meet bond repayment obligations – remain
extremely low in Europe and it is difficult to envisage this changing
significantly in the near term given the macroeconomic backdrop. The
potential for reversal of supportive monetary policy by the European
Central Bank and other central banks remains a medium term hurdle.

Thomas Hanson
Portfolio
Manager

Tom Ross
Portfolio
Manager

Lessons learned
We believe that idiosyncratic risk and bottom-up credit selection drives
returns in the high yield market. Seeking out alpha driven market
inefficiencies is the core of our investment philosophy.
However, there have been occasions over the last five years when
returns have been driven by beta rather than alpha. For example, over
the summer of 2014, following the bail-in of senior bondholders in
Banco Espirito Santo and the bankruptcy of Phones 4U, all European
high yield, in particular UK retail, suffered despite some names (in our
opinion) standing out from the crowd.
We saw similar market beta exert itself in September 2017, when out of
23 new issues all but two performed well. There were bonds that were
issued in September that we avoided due to concerns over credit
fundamentals and governance. A good example of this would be the
Greek gaming company Intralot. Although the new issue was priced to
look cheap compared to other single B-rated names, our credit analyst
had fundamental concerns relating to Intralot’s accounting, as well as the
company’s foreign exchange exposure and lack of free cash flow.

The technical (demand and supply) picture is more complicated. Retail
flows were negative for virtually all of 2017, and yet the asset class
posted a return of more than 6% for 2017*. Of concern is a potential shift
in the buyer base, with investment grade accounts having formed an
increasingly influential part of the BB-rated market. One of the chief risks
would be the repatriation of opportunist capital away from high yield back
to investment grade. There is also increasing evidence of late cycle
indicators, such as a higher proportion of lower rated bond issuance.
Risk was reduced in the fund towards the end of 2017 and early in 2018.
There has been a clear pick-up in idiosyncratic risk. Some of it is positive
as several credits attained investment grade status through upgrades by
the ratings agencies. These ‘rising stars’ included Italian aerospace
company Leonardo, Italian utility ENEL, and subordinated bonds from
German REIT Aroundtown. Conversely, pharmaceutical company Teva
was downgraded to high yield following a profits warning and retailer
Steinhoff saw its credit rating cut following an accounting scandal.
Against this backdrop, the portfolio managers continue to utilise the
bottom-up fundamental research of the global credit team and to focus
on idiosyncratic opportunities to help drive returns.
*Source: Bloomberg, ICE BofAML European Currency High Yield Index, total return
in euro. Past performance is not a guarantee of future performance.

Contact us
General enquiries: +44 (0)207 818 4411
Email: sales.support@janushenderson.com
Website: janushenderson.com
Important Information
This document is intended solely for the use of professionals and is not for general public distribution. Any investment application will be made solely on
the basis of the information contained in the Fund’s prospectus (including all relevant covering documents), which will contain investment restrictions. This
document is intended as a summary only and potential investors must read the Fund’s prospectus and key investor information document before investing.
A copy of the Fund’s prospectus and key investor information document can be obtained from Henderson Global Investors Limited in its capacity as
Investment Manager and Distributor. We may record telephone calls for our mutual protection, to improve customer service and for regulatory record
keeping purposes. Past performance is not a guide to future performance. The performance data does not take into account the commissions and costs
incurred on the issue and redemption of units. The value of an investment and the income from it can fall as well as rise and you may not get back the
amount originally invested. Tax assumptions and reliefs depend upon an investor’s particular circumstances and may change if those circumstances or the
law change. If you invest through a third party provider you are advised to consult them directly as charges, performance and terms and conditions may
differ materially. The securities included in this document are not registered in the Foreign Securities Registry of the Superintendencia de Valores y Seguros
for public offering and, therefore, the use of this document is only for general information purposes. Nothing in this document is intended to or should be
construed as advice. This document is not a recommendation to sell or purchase any investment. It does not form part of any contract for the sale or
purchase of any investment. The Fund is a recognised collective investment scheme for the purpose of promotion into the United Kingdom. Potential
investors in the United Kingdom are advised that all, or most, of the protections afforded by the United Kingdom regulatory system will not apply to an
investment in the Fund and that compensation will not be available under the United Kingdom Financial Services Compensation Scheme.
The Janus Henderson Horizon Fund (the “Fund”) is a Luxembourg SICAV incorporated on 30 May 1985, managed by Henderson Management S.A. Issued in the UK by Janus
Henderson Investors. Janus Henderson Investors is the name under which Henderson Global Investors Limited (reg. no. 906355) (incorporated and registered in England and Wales
with registered office at 201 Bishopsgate, London EC2M 3AE and authorised and regulated by the Financial Conduct Authority) provide investment products and services. A copy of
the Fund’s prospectus, key investor information document, articles of incorporation, annual and semi-annual reports can be obtained free of cost from the local offices of Janus
Henderson Investors: 201 Bishopsgate, London, EC2M 3AE for UK, Swedish and Scandinavian investors; Via Dante 14, 20121 Milan, Italy, for Italian investors and Roemer Visscherstraat
43-45, 1054 EW Amsterdam, the Netherlands. for Dutch investors; and the Fund’s: Austrian Paying Agent Raiffeisen Bank International AG, Am Stadtpark 9, A-1030 Vienna; French
Paying Agent BNP Paribas Securities Services, 3, rue d’Antin, F-75002 Paris; German Information Agent Marcard, Stein & Co, Ballindamm 36, 20095 Hamburg; Belgian Financial
Service Provider CACEIS Belgium S.A., Avenue du Port 86 C b320, B-1000 Brussels; Spanish Representative Allfunds Bank S.A. Estafeta, 6 Complejo Plaza de la Fuente, La
Moraleja, Alcobendas 28109 Madrid; Singapore Representative Henderson Global Investors (Singapore) Limited,138 Market Street, #34-03/04 CapitaGreen, Singapore 048946; or
Swiss Representative BNP Paribas Securities Services, Paris, succursale de Zurich, Selnaustrasse 16, 8002 Zurich who are also the Swiss Paying Agent. RBC Investor Services Trust
Hong Kong Limited, a subsidiary of the joint venture UK holding company RBC Investor Services Limited, 51/F Central Plaza, 18 Harbour Road, Wanchai, Hong Kong, Tel: +852 2978
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