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Source: Bloomberg, as of 30 September 2016. 
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US earnings & valuation (S&P 500) 
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Europe earnings & valuation (STOXX Europe 600) 
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Central Bankers at work 
“… At this juncture, however, the impact on the broader economy and financial 
markets of the problems in the subprime market seems likely to be contained.”   

           ─ Ben Bernanke, March 2007 
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“ And this is where we adjust the interest rate.” 

Sources: Center for Economic Policy and Research, New Yorker.  5 



 
S&P 500: Growth vs Value 
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How do you define value? 

“...it seems to me, the choice isn’t really between value and growth, but 
between value today and value tomorrow.” – Howard Marks 

 

► Value Investors: buy stocks out of conviction that the current value is 
high relative to the  current price 

► Growth Investors: buy stocks because they believe the value will grow 
fast enough in the future to produce substantial appreciation 
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Not all value managers are created equal 

► Deep Value:  

Tends to buy the cheapest stocks on P/B and P/E metrics. This style 
tends to focus on stocks which are very out of favor, and relatively little 
attention is paid to balance sheet condition, competitive position or 
management.  

► Quality/Defensive Value: 

Tends to buy stocks which are out of favor, yet have quality aspects such 
as strong balance sheet, durable competitive advantage and capable 
management. Valuation considers both traditional metrics such as P/E 
and P/B, as well as the quality elements. 
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Dichotomy developing between stable and cyclical 
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3-year Annualized Returns for selected MSCI World Sectors 



5 types of Value Traps Lurking 
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The Cigar Butt Cheap On Peak Competition catches up 

The Melting Ice Cube Volatility Trap 

Sources:  Janus 



 
Five methods of avoidance 

 

► Competition  

 

► Balance Sheet 

 

► Valuation 

 

► Management 

 

► Portfolio Construction 

 

For Pacific Region Investment Conference use Only. Not for public viewing or distribution. 

11 



 
The importance of limiting losses 

► As an investment decreases in value, the gain needed to get back to even  
increases exponentially 
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The hypothetical example does not represent the returns of any particular investment. 12 



 
Perkins client promise 

► We seek to achieve excess returns over full market cycles, with significantly less 
risk than our benchmark and peers. Risk is measured as standard deviation, beta, 
and down market capture. 

► Over full market cycles, we anticipate three market scenarios. We aim to 
outperform in two out of the three. 

Scenario 1:  Large decline in equity market 

► Fear overwhelms greed, and risk-mitigating strategies perform best. Our more 
defensive oriented, higher quality portfolios tend to hold up better during these 
difficult times.   

Scenario 2:  Middling/sideways market 

► No clear direction in the market, with a mix of both positive and negative 
developments. Volatility increases and our well diversified portfolios are able to 
outperform. We aim to be above average.  

Scenario 3:  Strong equity market with positive double digit returns 

► Greed overwhelms fear, and the most aggressively positioned strategies perform 
best. Our more defensive oriented portfolios will participate but may lag. 
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Disclaimer 
This document does not constitute investment advice or an offer to sell, buy or a recommendation for securities, other than pursuant to an agreement in compliance with applicable 

laws, rules and regulations. Janus Capital Group and its subsidiaries are not responsible for any unlawful distribution of this document to any third parties, in whole or in part, or for 

information reconstructed from this document and do not guarantee that the information supplied is accurate, complete, or timely, or make any warranties with regards to the results 

obtained from its use. As with all investments, there are inherent risks that each individual should address. 

 

The distribution of this document or the information contained in it may be restricted by law and may not be used in any jurisdiction or any circumstances in which its use would be 

unlawful. Should the intermediary wish to pass on this document or the information contained in it to any third party, it is the responsibility of the intermediary to investigate the extent to 

which this is permissible under relevant law, and to comply with all such law.  

 

Janus makes no representation as to whether any illustration/example mentioned in this document is now or was ever held in any Janus portfolio. Illustrations are only for the limited 

purpose of analyzing general market or economic conditions. They are not recommendations to buy or sell a security, or an indication of the authors’ holdings. Statements in this piece 

that reflect projections or expectations of future financial or economic performance of the named security and of the markets in general, and statements of plans and objectives for 

future operations are forward-looking statements. Actual results or events may differ materially from those projected, estimated, assumed or anticipated in any such forward-looking 

statements. Important factors that could result in such differences, in addition to the other factors noted with such forward-looking statements, include general economic conditions 

such as inflation, recession and interest rates. The opinions are those of the authors as of July 2016 and are subject to change at any time due to changes in market or economic 

conditions. The comments should not be construed as investment advice or a recommendation of individual holdings or market sectors, but as an illustration of broader themes.  

 

The index returns are provided to represent the investment environment existing during the time periods shown. For comparison purposes, the index is fully invested, which includes 

the reinvestment of dividends and capital gains. The returns for the index do not include any transaction costs, management fees or other costs, and are gross of dividend tax 

withholdings unless otherwise noted. Composition of each individual portfolio may differ from securities in the corresponding benchmark index. The index is used as a performance 

benchmark only, as Janus does not attempt to replicate an index. Because sector weightings are a residual of portfolio construction, significant differences between sector weightings 

in client portfolios and the index are common. 

 

Past performance is not a guarantee of future results. There is no assurance that the investment process will consistently lead to successful investing. 

 

In preparing this document, Janus has reasonable belief to rely upon the accuracy and completeness of all information available from public sources. 

 

Janus and Perkins are registered trademarks of Janus International Holding LLC. © Janus International Holding LLC.   
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