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Tail Risk Report

An outlook on asset classes based on potential tail gains and losses
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Not an Optimistic Picture, but Bright Spots are Identifiable

Options markets are not indicating the most optimistic picture, as our options-implied signals show all broad asset classes are
unattractive, with equities as mildly unattractive and bonds as very unattractive. Despite some classes being just mildly unattractive, the
lack of any meaningful appeal across all major asset classes cannot be ignored as it may point to a dangerous market environment where
diversification is void and all assets may sell off in a correlated fashion. Given the severity of such an impact, it is of utmost importance
that as investors we remain focused in managing such a risk.

A catalyst that could pressure all asset classes is a global rise in real rates stemming from inflationary pressures and stable, robust
growth, which could prompt central banks to rein in monetary stimulus sooner than what markets are currently anticipating. As we have
previously cautioned, real rates are the catalyst we must not ignore.
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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.
Data was not calculated for all months.
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Within the bond and equity market environments, we see the U.S. as most attractive. In the bond markets, those regions where real rates are
lowest, such as Europe and Japan, appear most susceptible to a sell-off, versus regions such as the U.S. where real rates are much higher.
Substitution flows from these lower yielding regions to higher yielding regions are potentially one source of stress on lower yielding bonds.

Options markets similarly suggest that the most attractive place to source equity exposure is in the U.S. This may be due to stimulative
fiscal policy, which gives U.S. growth an additional source of support that other regions do not have. Despite the heightened noise
plaguing American politics, the options market appears to be looking past this and identifies relative attractiveness of U.S. assets,
whether it is the higher real rates offered in U.S. bonds or pro-growth impact of fiscal stimulus on equities.

In addition to our outlook on broad asset classes, Janus Henderson’s Adaptive Multi-Asset Solutions Team relies on the options market to
provide insights into specific equity, fixed income and commaodity markets. The following caught our attention:

* Growth Assets: We see Canadian and U.S. equities as two of the more attractive global developed regions. Our signals also suggest
that within emerging markets, Mexico is one of the more attractive areas. This indicates to us that the risk of the Trump administration
rescinding NAFTA is quite low as a U.S. withdrawal from the trade pact would certainly put growth in these two countries at risk.

* Bonds: We see lower non-U.S. sovereign yields catching up to much higher U.S. government bond yields. This may be the start of
the “great global bond convergence,” as U.S. 10-year yields are more than 200 basis points above German 10-year Bunds.

* Currency & Commaodities: Our signals continue to see a weaker U.S. dollar ahead. As a result, gold has climbed to attractive levels.
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For more information, please visit janushenderson.com.
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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
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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
services. Advisory services in the U.S. are provided by SEC registered investment
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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 Henderson Investors Hong Kong Limited, licensed and
regulated by the Securities and Futures Commission, (c) Taiwan R.O.C by Janus
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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
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