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Macro backdrop
An exceptionally strong year for European stocks has ended. History suggests that it is likely to be
followed by another positive year, though with more volatility and overall much lower general stock market
returns. Often it is when things go from deterioration to 'less bad' and stabilisation that the greatest market
gains are realised, but when things go from stabilisation to 'better', equities have often already anticipated
part of the improvement.
This chimes with our top-down view of the world. We were proven right over the second half of 2019 in
our bullish and pro-cyclical view as the macro data stopped deteriorating and, over the last few months,
showed nascent signs of improvement. This coincided with bearish investor positioning in equity markets
and record valuation gaps between growth and value stocks. For the New Year though, global money
creation trends suggest economic momentum is likely to remain weak over the rst quarter, with a chance
to revive from the second quarter. Further monetary pick-up is needed, in particular from China, to con rm
the stronger recovery scenario which is now beginning to get priced into stocks. Inventory de-stocking
across many cyclical sectors - a point we belaboured regularly over the last year - has largely completed
and, eventually, the re-stocking eﬀects will kick in and contribute positively to GDP growth. However, the
longer lead time capital expenditure and employment cycles remain fragile. The politicisation of global
trade has impacted the psyche of management teams and it seems this may well remain an overhang,
reining in animal spirits apropos business investments. After all, a phase one trade deal between the US
and China is still not signed and phase two negotiations may very well get trapped in the run-up to the US
presidential election. Stocks are no longer as attractively valued as they were in 2019 when many cyclicals
were priced for recession. The fear of missing out has lately forced more investor participation in the stock
market rally.

Fund performance and activity
The fund rose by 6.5% over the quarter compared with a rise of 5.3% in the benchmark index, MSCI
Europe ex UK, bringing the overall 2019 return to 28.7% versus an index return of 27.1%. The standout
performer over the quarter was semiconductor holding STMicroelectronics as it continued its strong yearto-date run following sector optimism as well as the company's speci c 2020 growth prospects. Among
the positive contributors Kion, the largest manufacturer of industrial trucks in Europe and a global leader
in automation technology, reported solid results. Encouragingly, order strength was not just in warehouse
automation but forklift trucks on account of the company's often-ignored defensive nature. Almost half
of forklift truck segment sales are from services that have exhibited stable growth even in recessions.
Other strong performers in the fund included Finnish pulp and paper manufacturer UPM-Kymmene.
Pulp markets are in the process of working oﬀ excess inventories and UPM has the only sizeable new
pulp mill in the global capacity expansion pipeline. Entry barriers are very high, and this mill alone could
lead to greater than 30% earnings growth by 2023. German automotive, defence and electronics group
Rheinmetall lagged and we booked some pro t on the position.
Activity over the quarter included the introduction of French pharmaceutical rm Sano , where we are
encouraged by much-needed management change. Following a meeting with its management team
we established a holding in Swedish construction and mining machinery manufacturer Epiroc as we
believe its commodities exposure mix remains attractive and its exposure to underground has high growth
potential from automation and electri cation. In addition, internal eﬃciency measures should drive return to
peak margins.
In the Nordic region we disposed of Finnish engineer Wartsila due to poor prospects, switching the
proceeds into Swedish industrial Sandvik. The latter is trading at meaningful discount to the capital
goods sector despite continuing improved resilience to the cycle and we believe the stock should
re-rate to quality cap goods levels. We also booked pro t on German chemical name BASF due to
concerns over full-year 2020 guidance, returning to semiconductor name In neon Technologies for its
cyclical upside and clearer view on inventory cycle than exists at BASF. Due to lower conviction we
disposed of Finnish oil re ner Neste as we believe that raw material price increases are unlikely to be fully
passed on to customers. A consensual and richly valued long position, there are emerging questions on
earnings growth next year. On the sell side we also disposed of Pernod Ricard and Ericsson following
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disappointing performance.

Outlook/strategy
From the macro environment described above, the upcoming year may well lend itself to our strategy which remains focused on a
portfolio of bottom-up, well-researched stock ideas, reasonably balanced across sectors and factors, avoiding strong tilts, be they
factor or style.
Source: Janus Henderson Investors, as at 31 December 2019
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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.
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. 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 Fund is a recog nised 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. Please note that Isle of Man investors will not be protected by statutory compensation arrangements in respect of the
Janus Henderson Fund. We may record telephone calls for our mutual protection, to improve customer service and for regulatory record keeping purposes.
The Janus Henderson Fund (the “Fund”) is a Luxembourg SICAV incorporated on 26 September 2000, managed by Henderson Management S.A. 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. Issued in Europe by Janus Henderson Investors. Janus Henderson Investors is the name under which investment products
and services are provided by Janus Capital International Limited (reg no. 3594615), Henderson Global Investors Limited (reg. no. 906355), Henderson
Investment Funds Limited (reg. no. 2678531), AlphaGen Capital Limited (reg. no. 962757), Henderson Equity Partners Limited (reg. no.2606646), (each
registered in England and Wales at 201 Bishopsgate, London EC2M 3AE and regulated by the Financial Conduct Authority) and Henderson Management
S.A. (reg no. B22848 at 2 Rue de Bitbourg, L-1273, Luxembourg an dregulated by the Commission de Surveillance du Secteur Financier). 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 Fund's registered oﬃce in Luxembourg: 2 Rue de Bitbourg, L-1273 Luxembourg, in Germany: Janus Henderson Investors, Tower 185, Friedrich-EbertAnlage 35-37, 60327 Frankfurt am Main, in Austria: UniCredit Bank Austria, Schottengasse 6-8, 1010 Wien, in Spain: oﬃces of the Spanish distributors,
a list of which may be obtained at www.cnmv.es (Janus Henderson Fund is registered with the CNMV under number 259. The Custodian in Spain is
BNP PARIBAS SECURITIES SERVICES S.C.A.); in Belgium: Belgian Financial Service Provider CACEIS Belgium S.A., Avenue du Port 86 C b320,
B-1000 Brussels; in Singapore: Singapore Representative: Janus Henderson Investors (Singapore) Limited, 138 Market Street, #34-03/04 CapitaGreen,
Singapore 048946; and in Switzerland from the Swiss representative: BNP Paribas Securities Services, Paris, succursale de Zurich, Selnaustrasse 16,
CH-8002 Zurich who are also the Swiss Paying Agent. [Janus Henderson, Janus, Henderson, Perkins, Int ech, Alphagen, VelocityShares, Knowledge.
Shared and Knowledge Labs] are trademarks of Janus Henderson Group plc or one of its subsidiaries. © Janus Henderson Group plc.

