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An asset class outlook based on potential tail gains and losses
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Inflation Appearing on the Red Carpet

The option markets continue to signal new life for inflation, reversing its benign outlook, and showing signs of moderate price pressures
going forward. Moderate is the operative word, as moderate inflation allows the Federal Reserve (Fed) to continue on its path of
gradual normalization.

Gradual policy normalization removes a significant source of left tail risk caused by central banks draining liquidity too aggressively.
Consistent with this, our option-implied signals do not show much concern about large downside risk brewing in the equity markets.

Nevertheless, we do see rates heading higher and bonds have become the most unattractive asset class. Longer maturity bonds look less
attractive than shorter maturity bonds from the perspective of their expected “tail-based” Sharpe ratios, which are defined as the expected
upside to expected downside. In other words, we see the interest rate curve steepening.
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Source: Janus Henderson Investors as at 31 October 2017.
Sharpe ratio: this measures risk-adjusted performance by qualifying excess return per unit of realised risk.
The historical tail-based Sharpe ratios utilise data sets for various asset classes, with each data set subject to historical availability and team adjustments.

Beginning in August 2016, the “tail-based Sharpe ratios” have been normalized to 1.00 to allow for easier comparison across the three macroeconomic asset categories.
*We define ETG and ETL as the 1-in-10 expected best and worst two-month return for an asset class.
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What could cause the curve to steepen? As rates have fallen and stayed low, investors have started to look for other ways to earn income,
such as selling volatility. This behavior has caused a compression in volatility or risk. When rates rise, investors may revert to holding
bonds for income, and normalization should unfold not just in the fixed income markets, but in the volatility markets as well, which will bring
volatility back to normal levels. And when this happens, the ever-elusive term “premia” of the last few years likely will show itself, leading to
curve steepening.

While the normalization process underway is progressing very smoothly, any time markets flirt with a transition to a new regime, we could
find ourselves accelerating very quickly to this new paradigm. This would naturally lead to a sharp repricing of assets and a possible tail
event. So again, selectivity, patience and watchfulness are key to help ensure that when opportunities arise investors are ready to capitalize
on them.

In addition to our outlook on broad asset classes, Janus Henderson's Adaptive Multi-Asset Solutions team relies on the option markets to
provide insights into specific equity, fixed income and commodity markets. The following caught our attention:

» Growth Assets: We see Japanese equities as a very attractive investment. As we learned since 2008, don't fight the central bank and
underestimate its power to inflate financial prices. Prime Minister Abe’s strong victory in last month’'s general election seals in a number
of years of aggressive monetary stimulus. In the U.S., we see clear signals favoring value over growth and small caps over large caps,
indicating the factor trends that have defined much of the last few years may be rotating. Additional highlights include attractive signals
for Spanish and UK equity indices.

* Bonds: As mentioned above, we see rates selling off and the curve steepening. We may very well be entering a bear
steepening environment.
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G12= Australia, Belgium, Canada, France, Germany, ltaly, Japan, Netherlands, Spain, Sweden, Switzerland, United Kingdom, United States.
TIPS= Treasury Inflation-Protected Securities.
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For more information, please visit janushenderson.com.

The views presented are as of the date published. They are for information
purposes only and should not be used or construed as investment, legal or tax
advice or as an offer to sell, a solicitation of an offer to buy, or a recommendation
to buy, sell or hold any security, investment strategy or market sector. Nothing

in this material shall be deemed to be a direct or indirect provision of investment
management services specific to any client requirements. Opinions and examples
are meant as an illustration of broader themes, are not an indication of trading
intent, and are subject to change at any time due to changes in market or
economic conditions. It is not intended to indicate or imply that any illustration/
example mentioned is now or was ever held in any portfolio. No forecasts can be
guaranteed and there is no guarantee that the information supplied is complete or
timely, nor are there any warranties with regard to the results obtained from its use.
In preparing this document, Janus Henderson Investors has reasonable belief to
rely upon the accuracy and completeness of all information available from public
sources. Past performance is no guarantee of future results. Investing involves risk,
including the possible loss of principal and fluctuation of value.

Not all products or services are available in all jurisdictions. The distribution of

this material 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. The contents of this material have not been approved or endorsed

by any regulatory agency. Janus Henderson is not responsible for any unlawful
distribution of this material to any third parties, in whole or in part, or for information
reconstructed from this material.

This material may not be reproduced in whole or in part in any form, or referred to
in any other publication, without express written permission.

Issued in Europe by Janus Henderson Investors. Janus Henderson Investors is
the name under which Janus Capital International Limited (reg no. 3594615),
Henderson Global Investors Limited (reg. no. 906355), Henderson Investment
Funds Limited (reg. no. 2678531), Henderson Investment Management Limited
(reg. no. 1795354?, AlphaGen Capital Limited (reg. no. 962757), Henderson
Equity Partners Limited (reg. no.2606646), Gartmore Investment Limited (reg.
no. 1508030), (each incorporated and registered in England and Wales with
registered office at 201 Bishopsgate, London EC2M 3AE) are authorised and
regulated by the Financial Conduct Authority to provide investment products and

C-1117-13776 11-15-18

Janus Henderson

INVESTORS

services. Advisory services in the U.S. are provided by SEC registered investment
advisers that are subsidiaries of Janus Henderson Group plc. In Canada,
products and services are offered through Janus Capital Management LLC only to
institutional investors in certain jurisdictions.

Issued in (a) Singapore by Henderson Global Investors (Singapore) Limited,
licensed and regulated by the Monetary Authority of Singapore. Henderson
Global Investors (Singapore) Limited Company Registration No. 199700782N,
(b) Hong Kong by Janus Capital Asia Limited and Henderson Global Investors
(Hong Kong) Limited, licensed and regulated by the Securities and Futures
Commission, (c) Taiwan R.O.C by Janus Capital Taiwan Limited, licensed and
regulated by the Financial Supervisory Commission R.O.C., (d) South Korea by
Janus Capital International Limited, (e) Australia and New Zealand by Henderson
Global Investors (Australia) Institutional Funds Management Limited (ABN 16 165
119 561, AFSL 444266) and (f) the Middle East by Janus Capital International
Limited, regulated by the Dubai Financial Services Authority as a Representative
Office. No transactions will be concluded in the Middle East and any enquiries
should be made to Janus Henderson.

Note to China (PRC), Africa and Colombia Readers: Janus Henderson is

(a) not licensed, authorised or registered with the China Securities Regulatory
Commission for investment management business or otherwise approved by any
PRC regulatory authorities to provide investment management services in the
PRC. Janus Henderson Investors makes no representation and warranties that it

is, and will be, in compliance with PRC laws. (b) not authorised in South Africa

for marketing and (c) not authorised to market its products and/or services in
Colombia or to Colombian residents unless such promotion and marketing is made
in compliance with applicable rules and regulations.

Outside of the U.S.: For use only by institutional and sophisticated investors,
qualified distributors, wholesale investors and wholesale clients as defined by the
applicable jurisdiction. Not for public viewing or distribution.

Janus Henderson, Janus and Henderson are trademarks of Janus Henderson
Investors. © Janus Henderson Investors. The name Janus Henderson Investors
includes HGI Group Limited, Henderson Global Investors (Brand Management)
Sarl and Janus International Holding LLC.

688-15-413776 11-17



