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Franklin Templeton Investments
Gain From Our Perspective®

Franklin Templeton’s distinct multi-manager structure combines the
specialized expertise of three world-class investment management groups—
Franklin, Templeton and Mutual Series.

Each of our portfolio management groups operates autonomously, relying on 
its own research and staying true to the unique investment disciplines that 
underlie its success. 

Franklin. Founded in 1947, Franklin is a recognized leader in fixed income investing
and also brings expertise in growth- and value-style U.S. equity investing.

Templeton. Founded in 1940, Templeton pioneered international investing and, 
in 1954, launched what has become the industry’s oldest global fund. Today, with
offices in over 25 countries, Templeton offers investors a truly global perspective.

Mutual Series. Founded in 1949, Mutual Series is dedicated to a unique style 
of value investing, searching aggressively for opportunity among what it believes 
are undervalued stocks, as well as arbitrage situations and distressed securities.

Because our management groups work independently and adhere to different
investment approaches, Franklin, Templeton and Mutual Series funds typically
have distinct portfolios. That’s why our funds can be used to build truly
diversified allocation plans covering every major asset class.

At Franklin Templeton Investments, we seek to consistently provide investors 
with exceptional risk-adjusted returns over the long term, as well as the reliable,
accurate and personal service that has helped us become one of the most trusted
names in financial services.

TRUE DIVERSIFICATION

RELIABILITY YOU CAN TRUST

SPECIALIZED EXPERTISE

MUTUAL FUNDS   | RETIREMENT PLANS   | 529 COLLEGE SAVINGS PLANS   | SEPARATE ACCOUNTS 
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Semiannual Report

Dear Shareholder:

We are pleased to bring you Franklin Templeton Limited Duration Income
Trust’s semiannual report for the period ended September 30, 2009.

Performance Overview

For the six months under review, Franklin Templeton Limited Duration Income
Trust had cumulative total returns of +30.65% based on net asset value and
+37.49% based on market price. Net asset value increased from $10.15 per
share on March 31, 2009, to $12.76 at period-end, and the market price rose
from $8.92 to $11.76 over the same time. You can find the Fund’s performance
data in the Performance Summary on page 7.

Economic and Market Overview

During the six-month period ended September 30, 2009, the U.S. economy
began to show signs of recovery as many of the forces that had hindered the

Franklin Templeton 
Limited Duration Income Trust
Your Fund’s Goals and Main Investments: Franklin Templeton Limited Duration

Income Trust seeks to provide high, current income, with a secondary objective of capital appreciation to

the extent it is possible and consistent with the Fund’s primary objective, through a portfolio consisting

primarily of high yield corporate bonds, floating rate bank loans, and mortgage- and other asset-backed

securities.

The dollar value, number of shares or principal amount, and names of all portfolio holdings are listed in the Fund’s
Statement of Investments (SOI). The SOI begins on page 13.
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economy dissipated. Financial markets stabilized in response to the federal stim-
ulus package and the Federal Reserve Board’s (Fed’s) interventions, and investor
risk appetite improved. In March, many investors reentered the stock market
and started a rally that brought the major indexes off this cycle’s lows. In 2009’s
third quarter, a number of blue-chip companies released reports that showed
better-than-expected profits resulting from cost-cutting measures. Manufacturing
activity improved over the period. Consumer confidence rebounded in the 
second quarter of 2009 due to improved expectations. Economic activity as
measured by gross domestic product (GDP) improved from earlier in 2009.
GDP was an annualized -0.7% in 2009’s second quarter and an estimated annu-
alized 3.5% in the third quarter. These positive signs, however, were constrained
by a rising unemployment rate, which reached 9.8% by period-end, a 26-year
high.1 Despite improving economic data, most industries eliminated jobs.

As economic conditions improved, oil prices increased from $49 per barrel in
March to $70 in September, still well below 2008 highs. September’s inflation
rate was an annualized -1.3%.1 Core inflation, which excludes food and energy
costs, rose at a 1.5% annualized rate, which was within the Fed’s informal 
target range of 1.5% to 2.0%.1 The core personal consumption expenditures
price index reported a 12-month increase of 1.3%.2

During the period under review, an improving economy and decelerating infla-
tion prompted policymakers to maintain low interest rates and discontinue
certain stimulus plans. Noting it now believes the recession has ended, the Fed
left the federal funds target rate unchanged at a range of 0% to 0.25% for an
extended period and began to lay the groundwork for an eventual tightening of
monetary policy. Near period-end, the Fed assessed which support programs it
created or expanded could be phased out.

Most Treasury prices fell during the period, and fixed income spreads narrowed
relative to Treasury yields due to reduced market turbulence and increased risk
tolerance. The spread between two-year and 10-year Treasury yields rose to
236 basis points (100 basis points equal one percentage point) at the end of
September from 190 basis points at the beginning of the reporting period. The
two-year Treasury bill yield rose from 0.81% to 0.96% over the six-month
period, while the 10-year Treasury note yield rose from 2.71% to 3.31%.

1. Source: Bureau of Labor Statistics.

2. Source: Bureau of Economic Analysis.
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Investment Strategy

We invest in a diversified mix of fixed income securities, predominantly high
yield corporate bonds, senior secured floating rate bank loans, and mortgage-
and other asset-backed securities. Our top-down analysis of macroeconomic
trends combined with a bottom-up fundamental analysis of market sectors,
industries and issuers drives our investment process. We seek to maintain a
limited duration, or interest rate sensitivity, to moderate the impact that fluctu-
ating interest rates might have on the Fund’s fixed income portfolio. Within the
corporate bond and bank loan sectors, we seek securities trading at reasonable
valuations from issuers with characteristics such as strong market positions,
stable cash flows, reasonable capital structures, supportive asset values, strong
sponsorship and improving credit fundamentals. In the mortgage- and other
asset-backed securities sector, we look to capture an attractive income stream
and total return through our analysis of security prepayment assumptions, pric-
ing inefficiencies and underlying collateral characteristics.

Manager’s Discussion

The period under review was marked by a remarkable recovery in most financial
markets, including those that represent the majority of the Fund’s investments.
Buoyed by hopes that government stimulus plans would cause the desired effect,
the markets seized on an improvement in the rate of economic decline, if not on
economic growth itself, to propel securities prices higher. First and second fiscal
quarter corporate earnings also came in ahead of reduced expectations, as cost
cutting helped offset a decline in revenues. This positive earnings news, along
with the forward-looking nature of the stock market, helped to propel the
Standard & Poor’s 500 Index (S&P 500) up 34.02% for the six-month period.3

Conversely, U.S. Treasury returns were negative, as expectations for an improving
economy and the resulting fears of inflationary pressures drove up the 10-year
Treasury yield. Money market yields remained near zero as the government
kept short-term rates low to provide further economic stimulus. In this environ-
ment, investors moved into riskier asset classes in search of yield and returns.
Accordingly, high yield corporate bonds and leveraged loans generated impres-
sive returns. The more conservative mortgage-backed securities (MBS) market
generated positive, if more muted, returns. During the period under review, we
increased our holdings of high yield corporate bonds, partially offset by a reduc-
tion in holdings of investment grade corporate bonds. We reduced our exposure
to MBS, while our exposure to bank loans remained relatively unchanged.

3. Source: © 2009 Morningstar. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar
and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or
timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of
this information. Past performance is no guarantee of future results. The S&P 500 consists of 500 stocks chosen for
market size, liquidity and industry group representation. Each stock’s weight in the index is proportionate to its market
value. The S&P 500 is one of the most widely used benchmarks of U.S. equity performance.

*Total investments include long-term and short-term
investments and other net assets excluding preferred
stock issued by the Fund and other financial leverage.

Portfolio Breakdown
Based on Total Investments as of 9/30/09*

High Yield Corporate Bonds

Floating Rate Loans

Mortgage-Backed Securities

Other Asset-Backed Securities

Investment Grade Corporate Bonds

Foreign Government & Agency Securities

Preferred Stock

34.5%

32.7%

18.3%

7.3%

4.4%

2.2%

0.1%

Short-Term Investments & Other Net Assets
0.5%



High Yield Corporate Bonds

High yield corporate bonds enjoyed an explosive rebound, with the Credit Suisse
(CS) High Yield Index returning +37.20% as concerns about deteriorating fund-
amentals and a rise in default levels gave way to expectations of an economic
recovery.4 Actual defaults, while elevated from prerecession levels, proved to be
more benign than expected. In addition, capital markets reopened and allowed
companies to refinance debt to extend maturities or remove onerous covenants,
which reduced future default expectations. Highlighting the high yield sector’s
improvement was the fact that spreads over Treasuries fell by nearly half 
during the period, from 14.95 percentage points to 7.64 percentage points. At
period-end, the spread level was still higher than the historical average of approx-
imately six percentage points since 1990.5 Given what we believed were still
favorable valuations and attractive investment opportunities particularly in the
new-issue market, we increased the Fund’s exposure to high yield corporate
bonds during the period under review.

Floating Rate Bank Loans

For the six months ended September 30, 2009, the bank loan asset class rallied
strongly and returned +30.42%, as measured by the CS Leveraged Loan Index.6

The loan market’s strength was driven by loan repayments from net proceeds
raised from new high yield bond and equity issuance that gave investors more
cash. As liquidity and credit market conditions improved, investors saw value
in the lower-rated loans (rated CCC and below), and this category rallied the
most, including those loans closest to covenant or payment default. As a result,
secondary loan prices rebounded from 75.2 cents on the dollar at the beginning
of the period to 91.5 at period-end.7 The average discounted spread to maturity
narrowed from 991 basis points to 487 basis points.7
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4. Source: © 2009 Morningstar. The CS High Yield Index is designed to mirror the investible universe of the U.S. dollar-
denominated high yield debt market.

5. Source: Credit Suisse.

6. Source: © 2009 Morningstar. The CS Leveraged Loan Index is designed to mirror the investible universe of the U.S.
dollar-denominated leveraged loan market.

7. Source: Standard & Poor’s. The S&P/Leveraged Commentary & Data Flow Name Composite Index comprises the 15
most actively traded loan facilities, generally drawn from the S&P/LSTA (Loan Syndications and Trading Association)
Leveraged Loan Index (LLI).

Dividend Distributions*
4/1/09–9/30/09

Month Dividend per Common Share

April 7.6 cents

May 7.6 cents

June 7.6 cents

July 7.6 cents

August 7.6 cents

September 7.6 cents

Total 45.6 cents

*All Fund distributions will vary depending upon 
current market conditions, and past distributions are
not indicative of future trends.



Amendment activity continued to increase during the period, including tradi-
tional covenant-changing amendments and a new type of amendment known
as “amend and extend.” An “amend and extend” transaction allowed an issuer
to extend the maturity on existing term loans in exchange for higher fees and
pricing, thereby pushing out near-term maturities and paving the way for a com-
prehensive refinancing when better market conditions return. This exchange
improved the loan’s risk/reward profile, which often led to price increases in
the secondary market. The increased amendment activity also resulted in a
slower increase in the overall default rate.

Mortgage- and Other Asset-Backed Securities

During the six months under review, the overall MBS market delivered positive
results, but lagged the robust performance of the high yield corporate bond and
bank loan sectors. During the period, the Fed’s $1.25 trillion agency mortgage
purchase program provided support to the agency mortgage-backed securities
market. The Fed introduced the program, first announced in November 2008,
to facilitate mortgage credit availability during the financial downturn, and it is
expected to conclude by March 31, 2010. As the end of the program approaches,
the market has begun to focus on the Fed’s strategy to exit the program, which
created a less favorable technical environment.

The Fund’s coupon allocation remained relatively constant over the period.
The increase in Treasury and mortgage rates, along with declining home prices,
loss of home equity and tighter underwriting standards, reduced the prospect
for prepayment risk for higher coupon MBS. Our heaviest MBS allocation was
to coupons in the 5.0% through 6.5% range. We continued to invest in bonds
from higher quality securitized sectors as we found fundamentally sound bonds
at what we considered attractive yields in these markets, and we remained allo-
cated to higher quality asset-backed securities and commercial MBS.
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Thank you for your continued participation in Franklin Templeton Limited
Duration Income Trust. We look forward to serving your future investment
needs.

Sincerely,

Christopher J. Molumphy, CFA Richard S. Hsu, CFA

Eric G. Takaha, CFA Roger A. Bayston, CFA

Glenn I. Voyles, CFA

Portfolio Management Team
Franklin Templeton Limited Duration Income Trust

The foregoing information reflects our analysis, opinions and portfolio holdings as of September 30, 2009, the end
of the reporting period. The way we implement our main investment strategies and the resulting portfolio holdings
may change depending on factors such as market and economic conditions. These opinions may not be relied upon
as investment advice or an offer for a particular security. The information is not a complete analysis of every aspect
of any market, country, industry, security or the Fund. Statements of fact are from sources considered reliable,
but the investment manager makes no representation or warranty as to their completeness or accuracy. Although
historical performance is no guarantee of future results, these insights may help you understand our investment
management philosophy.



Performance Summary as of 9/30/09
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Price and Distribution Information

Symbol: FTF Change 9/30/09 3/31/09

Net Asset Value (NAV) +$2.61 $12.76 $10.15

Market Price (NYSE Amex) +$2.84 $11.76 $8.92

Distributions (4/1/09–9/30/09)

Dividend Income $0.4560

Your dividend income will vary depending on dividends or interest paid by securities in the Fund’s
portfolio, adjusted for operating expenses. Capital gain distributions are net profits realized from
the sale of portfolio securities. Total return reflects reinvestment of the Fund’s dividends and capital
gain distributions, if any, and any unrealized gains or losses. Total returns do not reflect any sales
charges paid at inception or brokerage commissions paid on secondary market purchases. The per-
formance table does not reflect any taxes that a shareholder would pay on Fund dividends, capital
gains distributions, if any, or any realized gains on the sale of Fund shares.

Performance1

Commencement of
6-Month 1-Year 5-Year Operations (8/27/03)

Cumulative Total Return2

Based on change in NAV3 +30.65% +17.73% +28.37% +41.80%

Based on change in market price4 +37.49% +54.75% +23.40% +29.79%

Average Annual Total Return2

Based on change in NAV3 +30.65% +17.73% +5.12% +5.90%

Based on change in market price4 +37.49% +54.75% +4.29% +4.37%

Distribution Rate5 7.76%

Performance data represent past performance, which does not guarantee future results. Investment return and principal
value will fluctuate, and you may have a gain or loss when you sell your shares. Current performance may differ from 
figures shown.

Endnotes

Interest rate movements and mortgage prepayments will affect the Fund’s share price and yield. The risks associated with higher yielding,
lower-rated securities include higher risk of default and loss of principal.

1. Figures are for common shares. As of 9/30/09, the Fund had leverage in the amount of 31.68% of the Fund’s total assets. The Fund employs lever-
age through the issuance of Auction Preferred Shares and purchase of Mortgage Dollar Rolls. The use of financial leverage creates an opportunity 
for increased income but, at the same time, creates special risks (including the likelihood of greater volatility of net asset value and market price of
common shares). The cost of leverage rises and falls with changes in short-term interest rates. Such increases/decreases in the cost of the Fund’s
leverage may be offset by increased/decreased income from the Fund’s floating rate investments.

2. Total return calculations represent the cumulative and average annual changes in value of an investment over the periods indicated. Six-month
return has not been annualized.

3. Assumes reinvestment of distributions at net asset value.

4. Assumes reinvestment of distributions based on the dividend reinvestment plan.

5. Distribution rate is based on an annualization of the Fund’s 7.6 cent per share September dividend and the NYSE Amex closing price of $11.76 
on 9/30/09.
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September 24, 2009

At an annual Meeting of Shareholders of Franklin Templeton Limited
Duration Income Trust (Fund) held on September 24, 2009, shareholders
approved the following:

Regarding the proposal to elect Trustees:

Common % of % of 
Shares Outstanding % of Withheld or Outstanding % of

Trustees For Shares Voted Abstain Shares Voted

Frank W.T. LaHaye 21,972,070.74 85.25% 97.53% 555,607.00 2.16% 2.47%

Frank A. Olson 21,972,070.74 85.25% 97.53% 555,607.00 2.16% 2.47%

Preferred % of % of 
Shares Outstanding % of Withheld or Outstanding % of

Trustees For Shares Voted Abstain Shares Voted

Frank W.T. LaHaye 2,742.00 76.17% 98.42% 44.00 1.22% 1.58%

Frank A. Olson 2,742.00 76.17% 98.42% 44.00 1.22% 1.58%

Charles B. Johnson 2,742.00 76.17% 98.42% 44.00 1.22% 1.58%

Annual Shareholders’ Meeting
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The Fund’s Dividend Reinvestment Plan (Plan) offers you a prompt and simple
way to reinvest dividends and capital gain distributions (Distributions) in shares
of the Fund. PNC Global Investment Servicing (Agent), P.O. Box 43027,
Providence, RI 02940-3027, will act as your Agent in administering the Plan. The
Agent will open an account for you under the Plan in the same name as your
outstanding shares are registered. The complete Terms and Conditions of the
Dividend Reinvestment Plan are contained in the Fund’s Dividend Reinvestment
Plan Brochure. A copy of that Brochure may be obtained from the Fund at the
address on the back cover of this report.

You are automatically enrolled in the Plan unless you elect to receive
Distributions in cash. If you own shares in your own name, you should notify
the Agent, in writing, if you wish to receive Distributions in cash.

If the Fund declares a Distribution, you, as a participant in the Plan, will auto-
matically receive an equivalent amount of shares of the Fund purchased on
your behalf by the Agent.

If on the payment date for a Distribution, the net asset value per share is equal
to or less than the market price per share plus estimated brokerage commissions,
the Agent shall receive newly issued shares, including fractions, from the Fund
for your account. The number of additional shares to be credited shall be deter-
mined by dividing the dollar amount of the Distribution by the greater of the net
asset value per share on the payment date, or 95% of the then current market
price per share.

If the net asset value per share exceeds the market price plus estimated broker-
age commissions on the payment date for a Distribution, the Agent (or a
broker-dealer selected by the Agent) shall try, for a purchase period of 30 days,
to apply the amount of such Distribution on your shares (less your pro rata
share of brokerage commissions incurred) to purchase shares on the open 
market. The weighted average price (including brokerage commissions) of all
shares it purchases shall be your allocated price per share. If, before the Agent
has completed its purchases, the market price plus estimated brokerage com-
missions exceeds the net asset value of the shares as of the payment date, the
purchase price the Agent paid may exceed the net asset value of the shares,
resulting in the acquisition of fewer shares than if such Distribution had been
paid in shares issued by the Fund. Participants should note that they will not be
able to instruct the Agent to purchase shares at a specific time or at a specific
price. The Agent may make open-market purchases on any securities exchange
where shares are traded, in the over-the-counter market or in negotiated trans-
actions, and may be on such terms as to price, delivery and otherwise as the
Agent shall determine.

Dividend Reinvestment Plan



The market price of shares on a particular date shall be the last sales price on
NYSE Amex, or, if there is no sale on the exchange on that date, then the
mean between the closing bid and asked quotations on the exchange on such
date. The net asset value per share on a particular date shall be the amount
most recently calculated by or on behalf of the Fund as required by law.

The Agent shall at all times act in good faith and agree to use its best efforts
within reasonable limits to ensure the accuracy of all services performed under
this agreement and to comply with applicable law, but assumes no responsibil-
ity and shall not be liable for loss or damage due to errors unless such error is
caused by the Agent’s negligence, bad faith, or willful misconduct or that of its
employees. Your uninvested funds held by the Agent will not bear interest. The
Agent shall have no responsibility for the value of shares acquired. For the
purpose of cash investments, the Agent may commingle your funds with those
of other participants in the same Fund.

There is no direct charge to participants for reinvesting Distributions, since the
Agent’s fees are paid by the Fund. However, when shares are purchased in the
open market, each participant will pay a pro rata portion of any brokerage
commissions incurred. If you elect by notice to the Agent to have it sell part or
all of your shares and remit the proceeds, the Agent will deduct brokerage com-
missions from the proceeds.

The automatic reinvestment of Distributions does not relieve you of any taxes
that may be payable on Distributions. In connection with the reinvestment 
of Distributions, shareholders generally will be treated as having received a
Distribution equal to the cash Distribution that would have been paid.

The Agent will forward to you any proxy solicitation material and will vote
any shares so held for you first in accordance with the instructions set forth on
proxies you return to the Fund, and then with respect to any proxies you do
not return to the Fund in the same portion as the Agent votes proxies the par-
ticipants return to the Fund.

As long as you participate in the Plan, the Agent will hold the shares it has
acquired for you in safekeeping, in its name or in the name of its nominee. This
convenience provides added protection against loss, theft or inadvertent destruc-
tion of certificates. However, you may request that a certificate representing
your Plan shares be issued to you. Upon your written request, the Agent will
deliver to you, without charge, a certificate or certificates for the full shares.
The Agent will send you a confirmation of each acquisition made for your
account as soon as practicable, but not later than 60 days after the acquisition
date. Although from time to time you may have an undivided fractional interest
in a share of the Fund, no certificates for a fractional share will be issued.

10 | Semiannual Report



Distributions on fractional shares will be credited to your account. If you 
terminate your account under the Plan, the Agent will adjust for any such
undivided fractional interest in cash at the market value of shares at the time 
of termination.

You may withdraw from the Plan at any time, without penalty, by notifying
the Agent in writing at the address above or by telephone at (800) 331-1710.
Such termination will be effective with respect to a Distribution if the Agent
receives your notice prior to the Distribution record date. The Agent or the Fund
may terminate the Plan upon notice to you in writing mailed at least 30 days
prior to any record date for the payment of any Distribution. Upon any termi-
nation, the Agent will issue, without charge, stock certificates for all full shares
you own and will convert any fractional shares you hold at the time of termi-
nation to cash at current market price and send you a check for the proceeds.

The Fund or the Agent may amend the Plan. You will receive written notice at
least 30 days before the effective date of any amendment.

Semiannual Report | 11
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Six Months Ended
September 30, 2009 Year Ended March 31,

(unaudited) 2009 2008 2007 2006 2005
Per common share operating performance
(for a common share outstanding throughout 

the period)

Net asset value, beginning of period  . . . . . . . . . $10.15 $12.85 $14.24 $14.14 $14.41 $14.75

Income from investment operations:

Net investment incomea  . . . . . . . . . . . . . . . . . 0.45 0.93 1.28 1.32 1.18 1.10

Net realized and unrealized gains (losses)  . . . . 2.65 (2.56) (1.29) 0.16 (0.10) (0.12)

Dividends to preferred shareholders from
net investment income  . . . . . . . . . . . . . . . . . (0.03) (0.14) (0.37) (0.35) (0.26) (0.13)

Total from investment operations  . . . . . . . . . . . . 3.07 (1.77) (0.38) 1.13 0.82 0.85

Less distributions to common shareholders from
net investment income  . . . . . . . . . . . . . . . . . . (0.46) (0.93) (1.01) (1.03) (1.09) (1.19)

Net asset value, end of period . . . . . . . . . . . . . . $12.76 $10.15 $12.85 $14.24 $14.14 $14.41

Market value, end of periodb  . . . . . . . . . . . . . . . $11.76 $8.92 $10.94 $14.27 $12.87 $13.89

Total return (based on market value per share)c . . . 37.49% (9.97)% (16.64)% 19.66% 0.60% 1.38%

Ratios to average net assets applicable to 
common sharesd

Expenses before expense reduction  . . . . . . . . . . 1.16% 1.33% 1.28% 1.27% 1.26% 1.21%

Expenses net of expense reduction  . . . . . . . . . . 1.16%e 1.33%e 1.28%e 1.26% 1.26%e 1.21%e

Net investment income . . . . . . . . . . . . . . . . . . . 7.56% 8.16% 9.38% 9.32% 8.24% 7.50%

Supplemental data

Net assets applicable to common shares, 
end of period (000’s)  . . . . . . . . . . . . . . . . . . . $341,732 $271,679 $344,010 $380,813 $378,080 $385,344

Portfolio turnover rate . . . . . . . . . . . . . . . . . . . . 103.07% 203.31% 47.48% 52.17% 46.55% 55.02%

Portfolio turnover rate excluding mortgage dollar 
rollsf  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25.88% 42.58% 47.48% 52.17% 46.55% 55.02%

Asset coverage per preferred share  . . . . . . . . . . $138,941 $115,173 $70,264 $75,107 $74,747 $75,703

Liquidation preference per preferred share  . . . . . $25,000 $25,000 $25,000 $25,000 $25,000 $25,000

aBased on average daily common shares outstanding.
bBased on the last sale on the NYSE Amex.
cTotal return is not annualized for periods less than one year.
dRatios are annualized for periods less than one year.
eBenefit of expense reduction rounds to less than 0.01%.
fSee Note 1(e) regarding mortgage dollar rolls.



Franklin Templeton
Limited Duration Income Trust
Statement of Investments, September 30, 2009 (unaudited)
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Country Shares Value

Preferred Stocks (Cost $237,850) 0.1%
Diversified Financials 0.1%

aPreferred Blocker Inc., 7.00%, pfd., 144A  . . . . . . . . . . . . . . . . . . . . . . United States 670 $ 389,668

Principal Amountb

Corporate Bonds 57.0%
Automobiles & Components 1.5%
Ford Motor Credit Co. LLC, senior note,

9.75%, 9/15/10  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 2,000,000 2,044,234
9.875%, 8/10/11  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 2,000,000 2,050,000

aTRW Automotive Inc., senior note, 144A, 7.25%, 3/15/17  . . . . . . . . . . . United States 1,000,000 885,000

4,979,234

Capital Goods 2.0%
aAllison Transmission Inc., senior note, 144A, 11.00%, 11/01/15  . . . . . . United States 1,000,000 985,000
Case New Holland Inc., senior note, 7.125%, 3/01/14  . . . . . . . . . . . . . . United States 2,000,000 1,970,000
RBS Global & Rexnord Corp., senior note, 9.50%, 8/01/14  . . . . . . . . . . . United States 2,000,000 1,950,000
RSC Equipment Rental Inc., senior note, 9.50%, 12/01/14  . . . . . . . . . . United States 2,000,000 1,940,000

6,845,000

Commercial & Professional Services 2.0%
aAcco Brands Corp., senior secured note, 144A, 10.625%, 3/15/15  . . . . . United States 700,000 735,000
cARAMARK Corp., senior note, FRN, 3.983%, 2/01/15  . . . . . . . . . . . . . . United States 2,500,000 2,181,250
aCasella Waste Systems Inc., senior secured note, 144A, 11.00%, 

7/15/14  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 900,000 959,625
aClean Harbors Inc., senior secured note, 144A, 7.625%, 8/15/16  . . . . . . United States 500,000 514,375
JohnsonDiversey Holdings Inc., senior disc. note, 10.67%, 5/15/13  . . . . . United States 2,500,000 2,412,500

6,802,750

Consumer Durables & Apparel 1.4%
Jarden Corp., senior sub. note, 7.50%, 5/01/17  . . . . . . . . . . . . . . . . . . . United States 2,500,000 2,443,750
Jostens IH Corp., senior sub. note, 7.625%, 10/01/12  . . . . . . . . . . . . . . United States 2,000,000 2,012,500
KB Home, senior note, 6.375%, 8/15/11  . . . . . . . . . . . . . . . . . . . . . . . United States 209,000 212,135

4,668,385

Consumer Services 4.2%
aHarrah’s Operating Co. Inc., senior secured note, 144A, 11.25%, 

6/01/17  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 500,000 507,500
aHarrah’s Operating Escrow, senior secured note, 144A, 11.25%, 

6/01/17  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 2,500,000 2,581,250
Host Hotels & Resorts LP, senior note, K, 7.125%, 11/01/13  . . . . . . . . . United States 1,500,000 1,488,750
MGM MIRAGE, senior note,

6.75%, 4/01/13  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 3,000,000 2,475,000
6.625%, 7/15/15  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 500,000 388,750

aPinnacle Entertainment Inc., senior note, 144A, 8.625%, 8/01/17  . . . . . United States 2,000,000 2,020,000
Royal Caribbean Cruises Ltd., senior note, 7.25%, 6/15/16  . . . . . . . . . . . United States 2,500,000 2,366,125
Starwood Hotels & Resorts Worldwide Inc., senior note, 6.75%, 
5/15/18  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 2,500,000 2,371,875

14,199,250
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Corporate Bonds (continued)
Diversified Financials 2.7%
Citigroup Inc., senior note, 6.375%, 8/12/14  . . . . . . . . . . . . . . . . . . . . . United States 2,000,000 $ 2,070,786

aGMAC LLC, senior note, 144A,
7.25%, 3/02/11  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,266,000 1,231,185
6.875%, 8/28/12  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,899,000 1,766,070

JPMorgan Chase & Co., sub. note, 5.75%, 1/02/13  . . . . . . . . . . . . . . . . United States 2,000,000 2,136,826
dLehman Brothers Holdings Inc., senior note, 6.20%, 9/26/14  . . . . . . . . . United States 3,000,000 525,000
Merrill Lynch & Co. Inc., 5.45%, 2/05/13  . . . . . . . . . . . . . . . . . . . . . . . United States 1,500,000 1,557,036

9,286,903

Energy 9.1%
aArch Coal Inc., senior note, 144A, 8.75%, 8/01/16  . . . . . . . . . . . . . . . . United States 400,000 414,000
Berry Petroleum Co., senior note, 10.25%, 6/01/14  . . . . . . . . . . . . . . . . United States 1,300,000 1,394,250
Bill Barrett Corp., senior note, 9.875%, 7/17/16  . . . . . . . . . . . . . . . . . . United States 400,000 423,000
Chesapeake Energy Corp., senior note, 7.50%, 6/15/14  . . . . . . . . . . . . . United States 4,000,000 3,975,000
Compagnie Generale de Geophysique-Veritas, senior note, 7.50%, 
5/15/15  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . France 2,500,000 2,500,000

Concho Resources Inc., senior note, 8.625%, 10/01/17  . . . . . . . . . . . . . United States 700,000 721,000
El Paso Corp., senior note, 12.00%, 12/12/13  . . . . . . . . . . . . . . . . . . . . United States 2,000,000 2,290,000
Mariner Energy Inc., senior note, 7.50%, 4/15/13  . . . . . . . . . . . . . . . . . United States 2,000,000 1,940,000

aMarkWest Energy Partners LP, senior note, 144A, 6.875%, 11/01/14  . . . United States 700,000 658,000
Peabody Energy Corp., senior note, B, 6.875%, 3/15/13  . . . . . . . . . . . . . United States 2,000,000 2,030,000

aPetrohawk Energy Corp., senior note, 144A, 10.50%, 8/01/14  . . . . . . . . United States 2,000,000 2,160,000
aPetroplus Finance Ltd., senior note, 144A, 6.75%, 5/01/14  . . . . . . . . . . Switzerland 2,000,000 1,855,000
Plains Exploration & Production Co., senior note, 10.00%, 3/01/16  . . . . . United States 2,000,000 2,165,000
Quicksilver Resources Inc., senior note, 9.125%, 8/15/19  . . . . . . . . . . . United States 2,000,000 1,997,500

aSandRidge Energy Inc., senior note, 144A, 8.00%, 6/01/18  . . . . . . . . . . United States 2,500,000 2,418,750
Tesoro Corp., senior note, 6.625%, 11/01/15  . . . . . . . . . . . . . . . . . . . . . United States 2,000,000 1,860,000
The Williams Co. Inc., 8.125%, 3/15/12  . . . . . . . . . . . . . . . . . . . . . . . . United States 2,000,000 2,175,444

30,976,944

Food & Staples Retailing 1.3%
aDuane Reade Inc., senior secured note, 144A, 11.75%, 8/01/15  . . . . . . United States 800,000 844,000
aRite Aid Corp., senior secured note, 144A, 9.75%, 6/12/16  . . . . . . . . . . United States 1,500,000 1,627,500
SUPERVALU Inc., senior note, 8.00%, 5/01/16  . . . . . . . . . . . . . . . . . . . United States 2,000,000 2,080,000

4,551,500

Food, Beverage & Tobacco 2.2%
aAlliance One International Inc., senior note, 144A, 10.00%, 7/15/16  . . . United States 300,000 311,250
aAnheuser-Busch InBev NV, senior note, 144A, 7.20%, 1/15/14  . . . . . . . . United States 2,000,000 2,254,626
aDole Food Co. Inc, senior note, 144A, 13.875%, 3/15/14  . . . . . . . . . . . . United States 1,500,000 1,766,250
aJBS USA LLC, senior note, 144A, 11.625%, 5/01/14  . . . . . . . . . . . . . . United States 2,000,000 2,160,000
Tyson Foods Inc., senior note, 10.50%, 3/01/14  . . . . . . . . . . . . . . . . . . United States 1,000,000 1,137,500

7,629,626

Health Care Equipment & Services 5.5%
Coventry Health Care Inc., senior note, 5.875%, 1/15/12  . . . . . . . . . . . . United States 2,000,000 1,980,752
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Health Care Equipment & Services (continued)
DaVita Inc.,

senior note, 6.625%, 3/15/13  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 900,000 $ 895,500
senior sub. note, 7.25%, 3/15/15  . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,000,000 995,000

FMC Finance III SA, senior note, 6.875%, 7/15/17  . . . . . . . . . . . . . . . . Germany 2,000,000 1,950,000
aFresenius US Finance II, senior note, 144A, 9.00%, 7/15/15  . . . . . . . . . Germany 1,000,000 1,095,000
HCA Inc., senior secured note, 9.125%, 11/15/14  . . . . . . . . . . . . . . . . . United States 3,000,000 3,105,000

aTenet Healthcare Corp., senior note, 144A,
9.00%, 05/01/15  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,250,000 1,312,500
10.00%, 5/01/18  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,250,000 1,384,375

eUnited Surgical Partners International Inc., senior sub. note, PIK, 
9.25%, 5/01/17  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 2,000,000 1,910,000

c,eUS Oncology Holdings Inc., senior note, PIK, FRN, 6.904%, 3/15/12  . . . United States 2,323,307 2,032,894
Vanguard Health Holding Co. II LLC, senior sub. note, 9.00%, 10/01/14  . . . United States 2,000,000 2,050,000

18,711,021

Insurance 0.5%
aMetropolitan Life Global Funding I, senior secured note, 144A, 5.125%, 

4/10/13  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,700,000 1,774,261

Materials 6.0%
aAnglo American Capital PLC, senior note, 144A, 9.375%, 4/08/14  . . . . . United Kingdom 1,500,000 1,749,138
ArcelorMittal, senior note, 9.00%, 2/15/15  . . . . . . . . . . . . . . . . . . . . . . Luxembourg 2,000,000 2,302,488
Ball Corp., senior note, 7.125%, 9/01/16  . . . . . . . . . . . . . . . . . . . . . . . United States 500,000 512,500

aClearwater Paper Corp., senior note, 144A, 10.625%, 6/15/16  . . . . . . . . United States 1,800,000 1,955,250
cFreeport-McMoRan Copper & Gold Inc., senior note, FRN, 4.995%, 

4/01/15  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,000,000 1,003,280
Huntsman International LLC, senior sub. note, 7.875%, 11/15/14  . . . . . United States 2,000,000 1,870,000

a Ineos Group Holdings PLC, senior secured note, 144A, 8.50%, 2/15/16  . . . . United Kingdom 1,500,000 720,000
aMacDermid Inc., senior sub. note, 144A, 9.50%, 4/15/17  . . . . . . . . . . . United States 2,000,000 1,850,000
Nalco Co., senior sub. note, 8.875%, 11/15/13  . . . . . . . . . . . . . . . . . . . United States 2,000,000 2,065,000

aNewPage Corp., senior secured note, 144A, 11.375%, 12/31/14  . . . . . . United States 800,000 790,000
Owens-Brockway Glass Container Inc., senior note, 7.375%, 5/15/16  . . . United States 700,000 714,000
Solo Cup Co.,

a senior secured note, 144A, 10.50%, 11/01/13  . . . . . . . . . . . . . . . . . United States 500,000 535,000
senior sub. note, 8.50%, 2/15/14  . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 900,000 864,000

Teck Resources Ltd., senior note, 9.75%, 5/15/14  . . . . . . . . . . . . . . . . . Canada 2,300,000 2,541,500
Weyerhaeuser Co., senior note, 7.375%, 10/01/19  . . . . . . . . . . . . . . . . . United States 1,200,000 1,199,145

20,671,301

Media 6.3%
aCablevision Systems Corp., senior note, 144A, 8.625%, 9/15/17  . . . . . . United States 1,000,000 1,037,500

d,fCanWest Media Inc., senior sub. note, 8.00%, 9/15/12  . . . . . . . . . . . . . Canada 2,000,000 1,580,000
d,fCCH II LLC, senior note, 10.25%, 9/15/10  . . . . . . . . . . . . . . . . . . . . . . United States 4,000,000 4,520,000

aCSC Holdings Inc., senior note, 144A, 8.50%, 4/15/14  . . . . . . . . . . . . . United States 1,000,000 1,055,000
d,fDex Media West Finance, senior sub. note, 9.875%, 8/15/13  . . . . . . . . . United States 4,000,000 730,000

EchoStar DBS Corp., senior note, 6.375%, 10/01/11  . . . . . . . . . . . . . . . United States 2,000,000 2,045,000
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Media (continued)
Lamar Media Corp., senior sub. note,

7.25%, 1/01/13  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,000,000 $ 988,750
C, 6.625%, 8/15/15  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 2,000,000 1,840,000

LIN Television Corp., senior sub. note, 6.50%, 5/15/13  . . . . . . . . . . . . . United States 2,000,000 1,820,000
Quebecor Media Inc., senior note, 7.75%, 3/15/16  . . . . . . . . . . . . . . . . Canada 2,500,000 2,487,500
Radio One Inc., senior sub. note, B, 8.875%, 7/01/11  . . . . . . . . . . . . . . United States 2,000,000 1,067,500

aUPC Holding BV, senior note, 144A, 9.875%, 4/15/18  . . . . . . . . . . . . . . Netherlands 400,000 422,000
aWMG Acquisition Corp., senior secured note, 144A, 9.50%, 6/15/16  . . . . United States 2,000,000 2,120,000

21,713,250

Real Estate 1.8%
Duke Realty LP, senior note, 7.375%, 2/15/15  . . . . . . . . . . . . . . . . . . . United States 1,600,000 1,652,418

a,gFelCor Lodging Trust Inc., senior secured note, 144A, 10.00%, 
10/01/14  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,700,000 1,653,250

fForest City Enterprises Inc., senior note, 7.625%, 6/01/15  . . . . . . . . . . . United States 1,000,000 815,000
Simon Property Group LP, senior note, 6.75%, 5/15/14  . . . . . . . . . . . . . United States 2,000,000 2,147,942

6,268,610

Retailing 0.6%
Michaels Stores Inc., senior note, 10.00%, 11/01/14  . . . . . . . . . . . . . . . United States 2,000,000 1,980,000

Software & Services 0.9%
SunGard Data Systems Inc., senior note, 9.125%, 8/15/13  . . . . . . . . . . . United States 3,000,000 3,045,000

Technology Hardware & Equipment 0.8%
Jabil Circuit Inc., senior note, 7.75%, 7/15/16  . . . . . . . . . . . . . . . . . . . United States 1,000,000 1,020,000
Sanmina-SCI Corp.,
a,c senior note, 144A, FRN, 3.049%, 6/15/14  . . . . . . . . . . . . . . . . . . . . United States 1,000,000 905,000

senior sub. note, 6.75%, 3/01/13  . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,000,000 955,000

2,880,000

Telecommunication Services 4.6%
aCC Holdings GS V LLC, senior secured note, 144A, 7.75%, 5/01/17  . . . . United States 400,000 416,000
Crown Castle International Corp., senior note, 9.00%, 1/15/15  . . . . . . . . United States 1,500,000 1,578,750

aDigicel Group Ltd., senior note, 144A, 8.875%, 1/15/15  . . . . . . . . . . . . Jamaica 2,000,000 1,870,000
Intelsat Subsidiary Holding Co. Ltd., senior note,

8.50%, 1/15/13  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Bermuda 2,500,000 2,543,750
a144A, 8.875%, 1/15/15  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Bermuda 500,000 508,750

MetroPCS Wireless Inc., senior note, 9.25%, 11/01/14  . . . . . . . . . . . . . . United States 2,000,000 2,055,000
Millicom International Cellular SA, senior note, 10.00%, 12/01/13  . . . . . Luxembourg 1,500,000 1,563,750
Qwest Communications International Inc., senior note, B, 7.50%, 
2/15/14  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 2,000,000 1,985,000

aQwest Corp., senior note, 144A, 8.375%, 5/01/16  . . . . . . . . . . . . . . . . . United States 400,000 416,000
aWind Acquisition Finance SA, senior note, 144A, 10.75%, 12/01/15  . . . Italy 2,500,000 2,762,500

15,699,500

Transportation 0.3%
aCeva Group PLC,

senior note, 144A, 10.00%, 9/01/14  . . . . . . . . . . . . . . . . . . . . . . . . United Kingdom 100,000 89,500
gsenior secured note, 144A, 11.625%, 10/01/16  . . . . . . . . . . . . . . . . United Kingdom 300,000 291,381
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Transportation (continued)

aDelta Air Lines Inc., senior secured note, 144A, 9.50%, 9/15/14  . . . . . . United States 600,000 $ 612,000

992,881

Utilities 3.3%
Ameren Corp., senior note, 8.875%, 5/15/14  . . . . . . . . . . . . . . . . . . . . . United States 2,000,000 2,250,673
Dynegy Holdings Inc., senior note, 7.50%, 6/01/15  . . . . . . . . . . . . . . . . United States 2,000,000 1,860,000
Mirant North America LLC, senior note, 7.375%, 12/31/13  . . . . . . . . . . United States 2,000,000 2,000,000
NRG Energy Inc., senior note, 7.25%, 2/01/14  . . . . . . . . . . . . . . . . . . . United States 3,000,000 2,955,000
Texas Competitive Electric Holdings Co. LLC, senior note, A, 10.25%, 
11/01/15  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 3,000,000 2,175,000

11,240,673

Total Corporate Bonds (Cost $193,524,208)  . . . . . . . . . . . . . . . 194,916,089

Mortgage-Backed Securities 26.8%
cFederal Home Loan Mortgage Corp. (FHLMC) Adjustable Rate 0.3%
FHLMC, 4.202%, 5/01/34  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,009,227 1,049,230

Federal Home Loan Mortgage Corp. (FHLMC) Fixed Rate 12.7%
gFHLMC Gold 15 Year, 4.50%, 6/01/23 - 10/01/24  . . . . . . . . . . . . . . . . . United States 2,180,668 2,259,273
gFHLMC Gold 15 Year, 5.00%, 10/01/24  . . . . . . . . . . . . . . . . . . . . . . . . United States 3,265,000 3,426,722
FHLMC Gold 15 Year, 5.50%, 7/01/19  . . . . . . . . . . . . . . . . . . . . . . . . . United States 177,090 189,168

gFHLMC Gold 15 Year, 6.00%, 10/01/24  . . . . . . . . . . . . . . . . . . . . . . . . United States 870,000 925,870
gFHLMC Gold 30 Year, 5.00%, 10/01/39  . . . . . . . . . . . . . . . . . . . . . . . . United States 5,025,000 5,192,237
FHLMC Gold 30 Year, 5.50%, 1/01/38 - 6/01/38  . . . . . . . . . . . . . . . . . . United States 1,626,726 1,706,582

gFHLMC Gold 30 Year, 5.50%, 10/01/39  . . . . . . . . . . . . . . . . . . . . . . . . United States 5,900,000 6,175,642
FHLMC Gold 30 Year, 6.00%, 7/01/28 - 11/01/33  . . . . . . . . . . . . . . . . . United States 2,756,694 2,937,207

gFHLMC Gold 30 Year, 6.00%, 10/01/39  . . . . . . . . . . . . . . . . . . . . . . . . United States 9,660,000 10,195,831
gFHLMC Gold 30 Year, 6.50%, 10/01/39  . . . . . . . . . . . . . . . . . . . . . . . . United States 7,211,000 7,685,354
FHLMC Gold 30 Year, 7.00%, 9/01/27  . . . . . . . . . . . . . . . . . . . . . . . . . United States 655,816 722,990
FHLMC Gold 30 Year, 8.00%, 1/01/31  . . . . . . . . . . . . . . . . . . . . . . . . . United States 126,557 143,627
FHLMC Gold 30 Year, 8.50%, 7/01/31  . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,437,154 1,652,199

43,212,702

cFederal National Mortgage Association (FNMA) Adjustable Rate 0.4%
FNMA, 3.213%, 7/01/34  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,416,669 1,455,750
FNMA, 5.942%, 6/01/32  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 50,054 53,206

1,508,956

Federal National Mortgage Association (FNMA) Fixed Rate 10.9%
gFNMA 15 Year, 5.00%, 10/01/24  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,170,000 1,226,855
FNMA 15 Year, 5.50%, 7/01/20 - 9/01/22  . . . . . . . . . . . . . . . . . . . . . . United States 2,839,915 3,038,839

gFNMA 15 Year, 6.00%, 10/01/24  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,650,000 1,757,507
FNMA 15 Year, 6.50%, 7/01/20  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 147,319 156,262
FNMA 20 Year, 7.00%, 9/01/18  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 221,093 245,526

gFNMA 30 Year, 4.50%, 10/01/39  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,540,000 1,560,213
gFNMA 30 Year, 5.00%, 10/01/39  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 10,105,000 10,438,152
gFNMA 30 Year, 5.50%, 10/01/39  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 4,798,000 5,019,159
FNMA 30 Year, 6.00%, 4/01/33  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 777,992 828,731
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Mortgage-Backed Securities (continued)
Federal National Mortgage Association (FNMA) Fixed Rate (continued)

gFNMA 30 Year, 6.00%, 10/01/39  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 3,860,000 $ 4,072,902
FNMA 30 Year, 6.50%, 8/01/32  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,041,411 1,124,572

gFNMA 30 Year, 6.50%, 10/01/39  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 6,623,000 7,079,364
FNMA 30 Year, 8.00%, 10/01/29  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 194,109 219,245
FNMA 30 Year, 8.50%, 8/01/26  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 392,690 449,361

37,216,688

Government National Mortgage Association (GNMA) Fixed Rate 2.5%
gGNMA I SF 30 Year, 5.50%, 10/01/39  . . . . . . . . . . . . . . . . . . . . . . . . . United States 5,910,000 6,200,884
GNMA I SF 30 Year, 6.50%, 6/15/31 - 12/15/33  . . . . . . . . . . . . . . . . . . United States 1,635,025 1,760,882
GNMA II SF 30 Year, 7.00%, 1/20/24 - 1/20/29  . . . . . . . . . . . . . . . . . . United States 180,265 197,322
GNMA II SF 30 Year, 8.00%, 1/20/28 - 2/20/32  . . . . . . . . . . . . . . . . . . United States 356,311 403,978

8,563,066

Total Mortgage-Backed Securities (Cost $90,375,806)  . . . . . . 91,550,642

Asset-Backed Securities and Commercial Mortgage-Backed 
Securities 10.6%

Banks 7.4%
Banc of America Commercial Mortgage Inc., 2005-3, A2, 4.501%, 
7/10/43  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 5,000,000 5,006,950

Citigroup Commercial Mortgage Trust,
c2007-C6, AM, FRN, 5.888%, 6/10/17  . . . . . . . . . . . . . . . . . . . . . . . United States 320,000 229,448
2008-C7, A4, 6.299%, 12/10/49  . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 700,000 632,083

cCitigroup/Deutsche Bank Commercial Mortgage Trust, 2005-CD1,
A3, FRN, 5.40%, 7/15/44  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 3,000,000 3,026,776
A4, FRN, 5.225%, 7/15/44  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 400,000 395,146

Greenwich Capital Commercial Funding Corp.,
2004-GG1, A7, 5.317%, 6/10/36  . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,605,000 1,626,252
2005-GG5, A5, 5.224%, 4/10/37  . . . . . . . . . . . . . . . . . . . . . . . . . . United States 500,000 471,361

GS Mortgage Securities Corp. II, 2003-C1, A3, 4.608%, 1/10/40  . . . . . . United States 400,000 398,421
LB-UBS Commercial Mortgage Trust,

c2002-C2, A4, FRN, 5.594%, 6/15/31  . . . . . . . . . . . . . . . . . . . . . . . United States 2,000,000 2,087,898
2005-C1, A2, 4.31%, 2/15/30  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,181,156 1,183,791
2005-C5, A4, 4.954%, 9/15/30  . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 6,000,000 5,828,078
2006-C1, A4, 5.156%, 2/15/31  . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 2,800,000 2,640,548

cMerrill Lynch Mortgage Investors Trust, 2003-OPT1, B2, FRN, 2.996%, 
7/25/34  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 153,707 12,172

cMorgan Stanley ABS Capital I Inc. Trust,
2003-HE3, B1, FRN, 3.546%, 10/25/33  . . . . . . . . . . . . . . . . . . . . . United States 715,618 145,534
2003-NC10, B1, FRN, 5.196%, 10/25/33  . . . . . . . . . . . . . . . . . . . . United States 593,237 71,468

a,cSchiller Park CLO Ltd., 2007-1A, A2, 144A, FRN, 0.744%, 4/25/21  . . . United States 1,700,000 1,422,016

25,177,942

Diversified Financials 3.2%
cAdvanta Business Card Master Trust, 2007-A4, A4, FRN, 0.276%, 

4/22/13  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 965,229 936,534
cArgent Securities Inc., 2003-W5, M4, FRN, 3.996%, 10/25/33  . . . . . . . United States 1,104,968 349,637
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Asset-Backed Securities and Commercial Mortgage-Backed 
Securities (continued)

Diversified Financials (continued)
cChase Funding Mortgage Loan Asset-Backed Certificates, 2004-2, 2A2, 

FRN, 0.746%, 2/25/35  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,405,211 $ 969,573
cGSAMP Trust, 2003-AHL, B1, FRN, 4.246%, 10/25/33  . . . . . . . . . . . . . United States 1,243,595 282,984
JPMorgan Chase Commercial Mortgage Securities Corp.,

2005-LDP2, AM, 4.78%, 7/15/42  . . . . . . . . . . . . . . . . . . . . . . . . . . United States 200,000 169,218
c2005-LDP5, A4, FRN, 5.179%, 12/15/44  . . . . . . . . . . . . . . . . . . . . United States 1,000,000 981,694

cMBNA Credit Card Master Note Trust, 2005-A11, A11, FRN, 0.283%, 
5/15/13  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 4,000,000 3,968,462

cMBNA Master Credit Card Trust II, 1997-B, A, FRN, 0.403%, 8/15/14  . . . . United States 3,000,000 2,936,906
cMorgan Stanley Dean Witter Capital I, 2003-NC3, B1, FRN, 4.746%, 

3/25/33  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 611,179 43,598
c,hNew Century Home Equity Loan Trust, 2003-2, M3, FRN, 5.796%, 

1/25/33  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 664,128 23,945
cOption One Mortgage Loan Trust, 2003-6, M5, FRN, 3.546%, 11/25/33  . . . United States 865,719 261,727
cSpecialty Underwriting & Residential Finance, 2003-BC4, B2, FRN, 

2.746%, 11/25/34  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 295,987 93,627
cStructured Asset Investment Loan Trust,

2003-BC2, M3, FRN, 5.121%, 4/25/33  . . . . . . . . . . . . . . . . . . . . . . United States 13,987 597
2003-BC13, M4, FRN, 4.371%, 11/25/33  . . . . . . . . . . . . . . . . . . . . United States 246,600 147,167

11,165,669

Total Asset-Backed Securities and Commercial 
Mortgage-Backed Securities (Cost $40,685,833)  . . . . . . . . . . 36,343,611

c,iSenior Floating Rate Interests 47.9%
Automobiles & Components 1.0%
Federal-Mogul Corp., Term Loan B, 2.178% - 2.198%, 12/27/14  . . . . . . United States 2,100,435 1,613,834
United Components Inc., Term Loan D, 2.72%, 6/29/12  . . . . . . . . . . . . . United States 2,000,000 1,855,000

3,468,834

Capital Goods 5.0%
Baldor Electric Co., Term Loan B, 5.25%, 1/31/14  . . . . . . . . . . . . . . . . . United States 575,300 575,480
BE Aerospace Inc., Term Loan B, 5.75%, 7/28/14  . . . . . . . . . . . . . . . . . United States 1,488,712 1,497,086
Goodman Global Holdings Co. Inc., Term Loan B, 6.25%, 2/13/14  . . . . . United States 2,084,500 2,084,500
Manitowoc Co. Inc., Term Loan B, 7.50%, 11/06/14  . . . . . . . . . . . . . . . United States 1,786,500 1,712,807
Oshkosh Truck Corp.,

Term Loan A, 6.60%, 12/06/11  . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 897,752 896,630
Term Loan B, 6.33% - 6.60%, 12/06/13  . . . . . . . . . . . . . . . . . . . . . . United States 1,484,198 1,485,946

RBS Global Inc. (Rexnord),
Incremental Tranche B-2, 2.50%, 7/22/13  . . . . . . . . . . . . . . . . . . . . United States 994,885 955,090
Tranche B-1 Term B Loan, 2.75% - 3.063%, 7/22/13  . . . . . . . . . . . . United States 3,000,000 2,898,750

Sensus Metering Systems Inc., Term Loan B-3, 7.00%, 6/17/13  . . . . . . . United States 1,061,555 1,065,535
Spirit Aerosystems Inc. (Onex Wind Finance LP), Term B-1 Loan, 
2.255%, 12/31/11  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,247,375 1,214,631
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c,iSenior Floating Rate Interests (continued)
Capital Goods (continued)
TriMas Co. LLC,

Term Loan B, 2.496% - 2.752%, 8/02/13  . . . . . . . . . . . . . . . . . . . . . United States 1,539,048 $ 1,379,372
Tranche B-1 L/C, 2.52%, 8/02/11  . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 366,149 328,161

URS Corp., Term Loan B, 2.533% - 2.845%, 5/15/13  . . . . . . . . . . . . . . United States 999,871 995,704

17,089,692

Commercial & Professional Services 2.4%
ARAMARK Corp.,

Synthetic L/C, 2.336%, 1/26/14  . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 271,357 253,591
Term Loan B, 2.121% - 2.158%, 1/26/14  . . . . . . . . . . . . . . . . . . . . . United States 4,135,666 3,864,896

JohnsonDiversey Inc.,
Delay Draw, 2.483%, 12/16/10  . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 256,631 251,498
Term Loan B, 2.483%, 12/16/11  . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 733,386 718,718

Nielsen Finance LLC (VNU Inc.), Class A Term Loan, 2.249%, 8/09/13  . . . United States 2,726,356 2,555,391
West Corp.,

Term Loan B-2, 2.621% - 2.624%, 10/24/13  . . . . . . . . . . . . . . . . . . United States 180,435 170,930
Term Loan B-4, 4.121% - 4.124%, 7/15/16  . . . . . . . . . . . . . . . . . . . United States 262,091 259,098

8,074,122

Consumer Durables & Apparel 1.1%
Jarden Corp.,

Term Loan B2, 2.033%, 1/24/12  . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,078,657 1,049,892
Term Loan B4, 3.533%, 1/26/15  . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,228,076 1,223,900

Jostens IH Corp. (Visant Holding Corp.), Term Loan C, 2.322%, 10/04/11  . . . United States 1,350,000 1,343,251

3,617,043

Consumer Services 4.8%
Affinion Group Inc., Term Loan B, 2.746%, 10/17/12  . . . . . . . . . . . . . . United States 2,970,687 2,859,286
Education Management LLC, Term Loan C, 2.063%, 6/01/13  . . . . . . . . . United States 2,421,048 2,309,411
Laureate Education Inc.,

Closing Date Term Loan, 3.754%, 8/18/14  . . . . . . . . . . . . . . . . . . . . United States 1,989,445 1,806,251
Delayed Draw Term Loan, 3.754%, 8/18/14  . . . . . . . . . . . . . . . . . . . . United States 297,751 270,333
Term Loan B, 7.25%, 9/25/14  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,100,000 1,097,602

Penn National Gaming Inc., Term Loan B, 2.00% - 2.21%, 10/03/12  . . . United States 2,574,499 2,501,287
VML U.S. Finance LLC (Venetian Macau),

Delayed Draw, 5.79%, 5/25/12  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Macau 1,160,833 1,112,405
New Project Term Loans, 5.79%, 5/25/13  . . . . . . . . . . . . . . . . . . . . . Macau 2,962,889 2,839,280
Term Loan B, 5.79%, 5/25/13  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Macau 1,695,185 1,624,464

16,420,319

Energy 0.4%
Dresser Inc., Term Loan B, 2.679%, 5/04/14  . . . . . . . . . . . . . . . . . . . . . United States 1,552,923 1,460,395

Food & Staples Retailing 0.6%
Rite Aid Corp., Tranche 3 Term Loan, 6.00%, 6/04/14  . . . . . . . . . . . . . . United States 1,994,604 1,903,850



Franklin Templeton
Limited Duration Income Trust
Statement of Investments, September 30, 2009 (unaudited) (continued)

Semiannual Report | 21

Country Principal Amountb Value

c,iSenior Floating Rate Interests (continued)
Food, Beverage & Tobacco 0.8%
Dean Foods Co., Term Loan B, 1.625% - 1.665%, 4/02/14  . . . . . . . . . . United States 1,739,457 $ 1,638,896
Wm. Wrigley Jr. Co., Term Loan B, 6.50%, 10/06/14  . . . . . . . . . . . . . . . United States 866,250 881,301

2,520,197

Health Care Equipment & Services 6.6%
Bausch and Lomb Inc.,

Delayed Draw Term Loan, 3.496% - 3.533%, 4/28/15  . . . . . . . . . . . . United States 323,150 309,370
Parent Term Loan, 3.533%, 4/28/15  . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,330,702 1,273,958

Community Health Systems Inc.,
Delayed Draw Term Loan, 2.496%, 7/25/14  . . . . . . . . . . . . . . . . . . . . United States 122,735 115,586
Term Loan, 2.496% - 2.622%, 7/25/14  . . . . . . . . . . . . . . . . . . . . . . United States 2,405,040 2,264,947

DaVita Inc., Term Loan B-1, 1.75% - 2.10%, 10/05/12  . . . . . . . . . . . . . United States 3,717,434 3,599,521
DJO Finance LLC, Term Loan B, 3.246% - 3.283%, 5/20/14  . . . . . . . . . United States 1,706,938 1,649,329
Fresenius Medical Care Holdings Inc., Term Loan B, 1.658% - 1.885%, 
3/31/13  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Germany 1,485,226 1,435,719

Fresenius SE (APP), Term Loan B2, 6.75%, 9/10/14  . . . . . . . . . . . . . . . Germany 277,984 281,667
Fresenius SE (New Finco1), Term Loan B, 6.75%, 9/10/14  . . . . . . . . . . . Germany 516,016 522,853
HCA Inc., Term Loan B-1, 2.533%, 11/18/13  . . . . . . . . . . . . . . . . . . . . United States 4,074,731 3,851,387
Iasis Healthcare LLC,

Delayed Draw Term Loan, 2.246%, 3/14/14  . . . . . . . . . . . . . . . . . . . . United States 474,174 448,391
Initial Term Loan, 2.246%, 3/14/14  . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,370,183 1,295,680
Synthetic L/C, 2.293%, 3/14/14  . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 128,047 121,085

LifePoint Hospitals Inc., Term Loan B, 2.015%, 4/15/12  . . . . . . . . . . . . United States 1,980,324 1,932,053
Psychiatric Solutions Inc., Term Loan, 1.996% - 2.073%, 7/01/12  . . . . . United States 917,242 887,718
Team Finance LLC, Term Loan B, 2.285% - 2.407%, 11/23/12  . . . . . . . United States 989,704 942,693
Vanguard Health Holding Co. II LLC, Replacement Term Loan, 2.496%, 
9/23/11  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,564,358 1,533,560

22,465,517

Insurance 0.5%
Conseco Inc., Term Loan, 6.50%, 10/10/13  . . . . . . . . . . . . . . . . . . . . . . United States 2,147,280 1,696,351

Materials 6.8%
Anchor Glass Container Corp., Term Loan, 6.75%, 6/20/14  . . . . . . . . . . . United States 1,429,201 1,425,032
Ashland Inc., Term Loan B, 7.65%, 5/13/14  . . . . . . . . . . . . . . . . . . . . . United States 326,607 334,432
Celanese U.S. Holdings LLC, Dollar Term Loan, 2.345%, 4/02/14  . . . . . . United States 2,947,161 2,799,434
Domtar Corp., Term Loan, 1.619%, 3/07/14  . . . . . . . . . . . . . . . . . . . . . United States 990,228 946,906
Georgia-Pacific LLC,

Additional Term Loan, 2.283% - 2.464%, 12/20/12  . . . . . . . . . . . . . United States 865,410 835,121
Term Loan B, 2.283% - 2.464%, 12/20/12  . . . . . . . . . . . . . . . . . . . . United States 828,787 799,779
Term Loan C, 3.533% - 3.714%, 12/23/14  . . . . . . . . . . . . . . . . . . . . United States 932,992 931,049

Graham Packaging Co. LP, Term Loan C, 6.75%, 4/05/14  . . . . . . . . . . . . United States 997,494 999,832
Hexion Specialty Chemicals BV, Term Loan C-2, 2.563%, 5/03/13  . . . . . Netherlands 692,542 580,251
Hexion Specialty Chemicals Inc., Term Loan C-1, 2.875%, 5/03/13  . . . . . United States 3,196,320 2,678,059
Huntsman International LLC, Term Loan B, 1.996%, 4/21/14  . . . . . . . . . United States 2,283,616 2,114,914
Nalco Co., Term Loan, 6.50%, 5/13/16  . . . . . . . . . . . . . . . . . . . . . . . . . United States 997,500 1,018,073
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c,iSenior Floating Rate Interests (continued)
Materials (continued)
Oxbow Carbon LLC,

Delayed Draw Term Loan, 2.283%, 5/08/14  . . . . . . . . . . . . . . . . . . . . United States 277,030 $ 260,986
Term Loan B, 2.246% - 3.75%, 5/08/14  . . . . . . . . . . . . . . . . . . . . . . United States 2,900,140 2,732,173

Rockwood Specialties Group Inc., Term Loan H, 6.00%, 5/15/14  . . . . . . United States 1,797,500 1,819,744
Univar Inc., Opco Tranche B Term Loan, 3.246%, 10/10/14  . . . . . . . . . . United States 3,206,817 3,012,805

23,288,590

Media 8.5%
CSC Holdings Inc.(Cablevision), Incremental Term Loan B-2, 2.049%, 
3/29/16  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 772,000 759,841

Dex Media West LLC, Term Loan B, 7.00%, 10/24/14  . . . . . . . . . . . . . . United States 3,891,620 3,346,793
DIRECTV Holdings LLC, Term Loan B, 1.746%, 4/13/13  . . . . . . . . . . . . United States 997,396 981,900
Discovery Communications Inc.,

Term Loan B, 2.283%, 5/14/14  . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 498,724 486,257
Term Loan C, 5.25%, 5/14/14  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 895,500 912,962

Entravision Communications Corp., Term Loan B, 5.85%, 3/29/13  . . . . . United States 1,249,383 1,176,763
Gray Television Inc., Term Loan B, 3.76%, 12/31/14  . . . . . . . . . . . . . . . United States 1,546,898 1,276,191
Insight Midwest Holdings, Term Loan B, 2.26%, 4/02/14  . . . . . . . . . . . . United States 2,160,000 2,063,571
MCC Iowa,

Term Loan E, 6.50%, 1/03/16  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 888,750 896,249
Tranche D-1 Term Loan, 2.00%, 1/31/15  . . . . . . . . . . . . . . . . . . . . . United States 493,446 460,549
Tranche D-2 Term Loan, 2.00%, 1/31/15  . . . . . . . . . . . . . . . . . . . . . United States 57,378 53,552

Mission Broadcasting Inc., Term Loan B, 2.033%, 10/01/12  . . . . . . . . . . United States 875,882 764,208
Newsday LLC, Floating Rate Term Loan, 6.009%, 8/01/13  . . . . . . . . . . . United States 2,400,000 2,370,000
Nexstar Broadcasting Inc., Term Loan B, 2.238%, 10/01/12  . . . . . . . . . . United States 828,208 722,612

gRegal Cinemas Corp., Term Loan, 4.033%, 10/27/13  . . . . . . . . . . . . . . . United States 2,586,668 2,581,616
dTribune Co.,

Term Loan B, 5.25%, 5/16/14  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 3,950,000 1,986,111
Term Loan X, 5.00%, 2/20/49  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,375,714 678,685

Tribune Receivables LLC, Term Loan (DIP), 9.00%, 4/10/10  . . . . . . . . . . United States 125,000 126,094
Univision Communications Inc., Initial Term Loan, 2.533%, 9/29/14  . . . . United States 3,000,000 2,548,125
UPC Financing Partnership,

Term Loan N, 2.011%, 12/31/14  . . . . . . . . . . . . . . . . . . . . . . . . . . . Netherlands 2,897,847 2,723,976
Term Loan T, 3.761%, 12/31/16  . . . . . . . . . . . . . . . . . . . . . . . . . . . Netherlands 2,272,153 2,194,900

29,110,955

Pharmaceuticals, Biotechnology & Life Sciences 0.2%
Life Technologies Corp., Term Loan B, 5.25%, 11/21/15  . . . . . . . . . . . . United States 634,000 639,278

Real Estate 0.2%
CB Richard Ellis Services Inc., Term Loan B, 6.00%, 12/20/13  . . . . . . . . United States 804,025 784,427

Retailing 0.3%
Dollar General Corp., Tranche B-1 Term Loan, 2.991% - 3.238%, 7/07/14  . . . United States 997,500 975,849

Software & Services 3.4%
Affiliated Computer Services Inc.,

Additional Term Loan, 2.246%, 3/20/13  . . . . . . . . . . . . . . . . . . . . . . United States 1,746,000 1,741,090
Term Loan B, 2.246%, 3/20/13  . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 482,500 481,143
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c,iSenior Floating Rate Interests (continued)
Software & Services (continued)
Emdeon Business Services LLC, First Lien Term Loan, 2.29%, 11/16/13  . . . United States 2,024,647 $ 1,951,254
First Data Corp., Term Loan B-2, 3.033% - 3.036%, 9/24/14  . . . . . . . . . United States 2,446,297 2,112,282
Metavante Corp., Term Loan B, 2.233%, 11/01/14  . . . . . . . . . . . . . . . . United States 1,480,504 1,478,641
Rovi Corp., Term Loan B, 6.00%, 5/02/13  . . . . . . . . . . . . . . . . . . . . . . . United States 584,655 586,116
SunGard Data Systems Inc.,

Tranche A U.S. Term Loan, 2.004%, 2/28/14  . . . . . . . . . . . . . . . . . . United States 119,241 112,385
Tranche B, U.S. TL, 3.948% - 4.089%, 2/28/16  . . . . . . . . . . . . . . . . United States 3,353,053 3,267,131

11,730,042

Technology Hardware & Equipment 1.3%
CommScope Inc., Term Loan B, 2.746% - 2.783%, 12/26/14  . . . . . . . . United States 982,849 963,806
Flextronics International USA Inc.,

Term Loan A, 2.499% - 2.847%, 10/01/14  . . . . . . . . . . . . . . . . . . . . United States 1,827,000 1,650,771
Term Loan A-1, 2.759%, 10/01/14  . . . . . . . . . . . . . . . . . . . . . . . . . . United States 525,000 474,360

Itron Inc., Dollar Term Loan, 4.00%, 4/18/14  . . . . . . . . . . . . . . . . . . . . United States 1,374,425 1,373,558

4,462,495

Telecommunication Services 2.3%
GCI Holdings Inc., Add-On Term Loan, 4.50%, 8/31/12  . . . . . . . . . . . . . United States 2,363,680 2,316,407
Intelsat Corp. (Panamsat),

Tranche B-2-A, 2.753%, 1/03/14  . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,274,963 1,215,797
Tranche B-2-B, 2.753%, 1/03/14  . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,274,575 1,215,427
Tranche B-2-C, 2.753%, 1/03/14  . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,274,575 1,215,427

Windstream Corp., Tranche B-1, 1.75% - 2.02%, 7/17/13  . . . . . . . . . . . United States 2,002,472 1,955,091

7,918,149

Utilities 1.7%
Dynegy Holdings Inc.,

Term L/C Facility, 4.00%, 4/02/13  . . . . . . . . . . . . . . . . . . . . . . . . . . United States 1,797,879 1,735,516
Term Loan B, 4.00%, 4/02/13  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 24,117 23,281

NRG Energy Inc.,
Credit Link, 0.183%, 2/01/13  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 819,782 780,160
Term Loan, 1.996% - 2.033%, 2/01/13  . . . . . . . . . . . . . . . . . . . . . . United States 1,524,429 1,450,748

Texas Competitive Electric Holdings Co. LLC, Term Loan B-2, 
3.754% - 3.783%, 10/10/14  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . United States 2,445,051 1,941,981

5,931,686

Total Senior Floating Rate Interests (Cost $165,692,576)  . . . 163,557,791

Foreign Government and Agency Securities 3.2%
c,jGovernment of Argentina, senior bond, FRN, 0.943%, 8/03/12  . . . . . . . . Argentina 3,950,000 1,200,800

Government of Malaysia,
3.756%, 4/28/11  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Malaysia 5,860,000 MYR 1,730,075
3.833%, 9/28/11  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . Malaysia 6,800,000 MYR 2,014,099

Government of Mexico, M 20, 10.00%, 12/05/24  . . . . . . . . . . . . . . . . . Mexico 341,000k MXN 2,920,652
Government of Sweden, 5.25%, 3/15/11  . . . . . . . . . . . . . . . . . . . . . . . . Sweden 19,400,000 SEK 2,959,622

Total Foreign Government and Agency Securities 
(Cost $10,956,249)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,825,248
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Total Investments before Short Term Investments 
(Cost $501,472,522) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $497,583,049

Short Term Investments (Cost $8,368,302) 2.4%
Money Market Funds 2.4%

l Institutional Fiduciary Trust Money Market Portfolio, 0.00%  . . . . . . . . . . United States 8,368,302 8,368,302

Total Investments (Cost $509,840,824) 148.0%  . . . . . . . . . . . 505,951,351

Preferred Shares (26.3)%  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (90,000,000)

Other Assets, less Liabilities (21.7)%  . . . . . . . . . . . . . . . . . . . . . (74,218,913)

Net Assets Applicable to Common Shares 100.0%  . . . . . . . . . . $341,732,438

aSecurity was purchased pursuant to Rule 144A under the Securities Act of 1933 and may be sold in transactions exempt from registration only to qualified institutional buyers or in
a public offering registered under the Securities Act of 1933. These securities have been deemed liquid under guidelines approved by the Fund’s Board of Trustees. At September 30,
2009, the aggregate value of these securities was $57,790,470, representing 16.91% of net assets.
bThe principal amount is stated in U.S. dollars unless otherwise indicated.
cThe coupon rate shown represents the rate at period end.
dSee Note 9 regarding defaulted securities.
eIncome may be received in additional securities and/or cash.
fSee Note 11 regarding other considerations.
gA portion or all of the security purchased on a when-issued, delayed delivery or TBA basis. See Note 1(c).
hThe bond pays interest and/or principal based upon the issuer’s ability to pay, which may be less than the stated interest rate or principal paydown.
iSee Note 1(f) regarding senior floating rate interests.
jThe principal amount is stated in original face, and scheduled paydowns are reflected in the market price on ex-date.
kPrincipal amount is stated in 100 Mexican Peso Units.
lSee Note 8 regarding investments in the Institutional Fiduciary Trust Money Market Portfolio. The rate shown is the annualized seven-day yield at period end.

At September 30, 2009, the Fund had the following forward exchange contracts outstanding. See Note 1(d).

Settlement Unrealized Unrealized
Currency Counterparty Type Quantity Contract Amount Date Appreciation Depreciation

Euro  . . . . . . . . . . . . . . . . . . . . DBAB Sell 2,080,000 $2,982,720 9/01/10 $ — $(58,810)
Mexican Peso . . . . . . . . . . . . . . DBAB Sell 19,690,812 1,412,439 9/01/10 23,251 —

Unrealized appreciation (depreciation) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,251 (58,810)

Net unrealized appreciation (depreciation) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $(35,559)

See Abbreviations on page 37.
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Statement of Assets and Liabilities
September 30, 2009 (unaudited)

Assets:
Investments in securities:

Cost - Unaffiliated issuers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $501,472,522
Cost - Sweep Money Fund (Note 8) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,368,302

Total cost of investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $509,840,824

Value - Unaffiliated issuers  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $497,583,049
Value - Sweep Money Fund (Note 8)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,368,302

Total value of investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 505,951,351
Cash  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,572,654
Receivables:

Investment securities sold  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,488,892
Interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,731,343

Unrealized appreciation on forward exchange contracts  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,251

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 519,767,491

Liabilities:
Payables:

Investment securities purchased  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 85,463,643
Affiliates  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 279,820
Distributions to common shareholders  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,034,807

Unrealized depreciation on forward exchange contracts  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58,810
Accrued expenses and other liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 197,973

Total liabilities  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 88,035,053

Preferred shares at redemption value [$25,000 liquidation preference per share (3,600 shares outstanding)]  . . . . . . . 90,000,000

Net assets applicable to common shares  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $341,732,438

Net assets applicable to common shares consist of:
Paid-in capital  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $380,500,793
Distributions in excess of net investment income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,738,914)
Net unrealized appreciation (depreciation)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,924,418)
Accumulated net realized gain (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (31,105,023)

Net assets applicable to common shares  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $341,732,438

Common shares outstanding  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,773,772

Net asset value per common share  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $12.76
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Statement of Operations
for the six months ended September 30, 2009 (unaudited)

Investment income:
Dividends—Sweep Money Fund (Note 8)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 392
Interest  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,779,336

Total investment income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,779,728

Expenses:
Management fees (Note 4)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,148,513
Administrative fees (Note 4)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 462,345
Transfer agent fees  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 16,817
Custodian fees (Note 5) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,862
Reports to shareholders  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27,139
Professional fees  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41,952
Trustees’ fees and expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,987
Auction agent fees and expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 88,353
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36,930

Total expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,837,898
Expense reductions (Note 5)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (267)

Net expenses  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,837,631

Net investment income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,942,097

Realized and unrealized gains (losses):
Net realized gain (loss) from:

Investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,040,401)
Foreign currency transactions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,171,413

Net realized gain (loss)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 131,012

Net change in unrealized appreciation (depreciation) on:
Investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 72,077,920
Translation of other assets and liabilities denominated in foreign currencies  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,185,450)

Net change in unrealized appreciation (depreciation)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70,892,470

Net realized and unrealized gain (loss)  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 71,023,482

Net increase (decrease) in net assets resulting from operations  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 82,965,579
Distributions to preferred shareholders from net investment income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (702,804)

Net increase (decrease) in net assets applicable to common shares resulting from operations  . . . . . . . . . . . . . . . . . . . $82,262,775
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Statements of Changes in Net Assets

Six Months Ended
September 30, 2009 Year Ended

(unaudited) March 31, 2009
Increase (decrease) in net assets:

Operations:
Net investment income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 11,942,097 $ 24,951,361
Net realized gain (loss) from investments and foreign currency transactions . . . . . . . . . . 131,012 (21,083,127)
Net change in unrealized appreciation (depreciation) on investments and translation of 

other assets and liabilities denominated in foreign currencies . . . . . . . . . . . . . . . . . . . 70,892,470 (47,704,440)
Distributions to preferred shareholders from net investment income  . . . . . . . . . . . . . . . (702,804) (3,649,273)

Net increase (decrease) in net assets applicable to common shares resulting from 
operations  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 82,262,775 (47,485,479)

Distributions to common shareholders from net investment income . . . . . . . . . . . . . . . . . (12,208,840) (24,846,060)

Net increase (decrease) in net assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70,053,935 (72,331,539)
Net assets applicable to common shares:

Beginning of period  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 271,678,503 344,010,042

End of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $341,732,438 $271,678,503

Distributions in excess of net investment income included in net assets:
End of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ (3,738,914) $ (2,769,367)
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1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Franklin Templeton Limited Duration Income Trust (Fund) is registered under the Investment
Company Act of 1940, as amended, (1940 Act) as a closed-end investment company. 

The following summarizes the Fund’s significant accounting policies.

a. Security Valuation

Equity and other securities listed on a securities exchange or on the NASDAQ National Market
System are valued at the last quoted sale price or the official closing price of the day, respectively.
Over-the-counter securities and listed securities for which there is no reported sale are valued
within the range of the most recent quoted bid and ask prices. Securities that trade in multiple
markets or on multiple exchanges are valued according to the broadest and most representative
market. Certain equity securities are valued based upon fundamental characteristics or relation-
ships to similar securities. Investments in open-end mutual funds are valued at the closing net
asset value. 

Corporate debt securities, government securities, mortgage backed securities, asset-backed 
securities, collateralized debt obligations and other debt securities generally trade in the over-
the-counter market rather than on a securities exchange. The Fund may utilize independent
pricing services, quotations from bond dealers, and information with respect to bond and note
transactions, to assist in determining a current market value for each security. The Fund’s pricing
services may use valuation models or matrix pricing which considers information with respect 
to comparable bond and note transactions, quotations from bond dealers, or by reference to
other securities that are considered comparable in such characteristics as rating, interest rate and
maturity date, option adjusted spread models, prepayment projections, interest rate spreads and
yield curves, to determine current value. Debt securities denominated in a foreign currency are
converted into their U.S. dollar equivalent at the foreign exchange rate in effect at the close of
the NYSE on the date that the values of the foreign debt securities are determined.

Senior secured corporate loans with floating or variable interest rates generally trade in the over-
the-counter market rather than on a securities exchange. The Fund may utilize independent
pricing services, quotations from loan dealers and other financial institutions, and information
with respect to bond and note transactions, to assist in determining a current market value for
each security. The Fund’s pricing services use independent market quotations from loan dealers
or financial institutions and may incorporate valuation methodologies that consider multiple
bond characteristics such as dealer quotes, issuer type, coupon, maturity, weighted average
maturity, interest rate spreads and yield curves, cash flow and credit risk/quality analysis, to
determine current value.
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1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)

a. Security Valuation (continued)

The Fund has procedures to determine the fair value of individual securities and other assets for
which market prices are not readily available or which may not be reliably priced. Methods for
valuing these securities may include: fundamental analysis based upon the underlying investment
book value, anticipated future cash flows, market changes in comparable or similar securities,
matrix pricing, discounts from market prices of similar securities, or discounts applied due to
the nature and duration of restrictions on the disposition of the securities. Due to the inherent
uncertainty of valuations of such securities, the fair values may differ significantly from the val-
ues that would have been used had a ready market for such investments existed. Occasionally,
events occur between the time at which trading in a security is completed and the close of the
NYSE that might call into question the availability (including the reliability) of the value of a
portfolio security held by the Fund. If such an event occurs, the securities may be valued using
fair value procedures, which may include the use of independent pricing services. All security
valuation procedures are approved by the Fund’s Board of Trustees.

b. Foreign Currency Translation

Portfolio securities and other assets and liabilities denominated in foreign currencies are trans-
lated into U.S. dollars based on the exchange rate of such currencies against U.S. dollars on the
date of valuation. Purchases and sales of securities, income and expense items denominated in
foreign currencies are translated into U.S. dollars at the exchange rate in effect on the transac-
tion date. Occasionally, events may impact the availability or reliability of foreign exchange
rates used to convert the U.S. dollar equivalent value. If such an event occurs, the foreign
exchange rate will be valued at fair value using procedures established and approved by the
Fund’s Board of Trustees.

The Fund does not separately report the effect of changes in foreign exchange rates from changes
in market prices on securities held. Such changes are included in net realized and unrealized gain
or loss from investments on the Statement of Operations.

Realized foreign exchange gains or losses arise from sales of foreign currencies, currency gains or
losses realized between the trade and settlement dates on securities transactions and the difference
between the recorded amounts of dividends, interest, and foreign withholding taxes and the U.S.
dollar equivalent of the amounts actually received or paid. Net unrealized foreign exchange gains
and losses arise from changes in foreign exchange rates on foreign denominated assets and liabili-
ties other than investments in securities held at the end of the reporting period.
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1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)

c. Securities Purchased on a When-Issued, Delayed Delivery and TBA Basis

The Fund may purchase securities on a when-issued, delayed delivery and to-be-announced
(TBA) basis, with payment and delivery scheduled for a future date. These transactions are sub-
ject to market fluctuations and are subject to the risk that the value at delivery may be more or
less than the trade date purchase price. Although the Fund will generally purchase these securi-
ties with the intention of holding the securities, it may sell the securities before the settlement
date. Sufficient assets have been segregated for these securities.

d. Derivative Financial Instruments

The Fund may invest in derivative financial instruments (derivatives) in order to manage risk or
gain exposure to various other investments or markets. Derivatives are financial contracts based
on an underlying or notional amount, require no initial investment or an initial net investment
that is smaller than would normally be required to have a similar response to changes in market
factors, and require or permit net settlement. Derivatives may contain various risks including the
potential inability of the counterparty to fulfill their obligations under the terms of the contract,
the potential for an illiquid secondary market, and the potential for market movements which
may expose the Fund to gains or losses in excess of the amounts shown on the Statement of
Assets and Liabilities. 

Derivatives are marked to market daily based upon quotations from market makers or the
Fund’s independent pricing services and the Fund’s net benefit or obligation under the contract,
as measured by the fair market value of the contract, is included in net assets. Realized gain and
loss and unrealized appreciation and depreciation on these contracts for the period are included
in the Statement of Operations.

The Fund enters into forward exchange contracts in order to hedge against fluctuations in for-
eign exchange rates or to gain exposure to certain foreign currencies. A forward exchange
contract is an agreement between the Fund and a counterparty to buy or sell a foreign currency
for a specific exchange rate on a future date. 

See Note 10 regarding other derivative information.

e. Mortgage Dollar Rolls

The Fund may enter into mortgage dollar rolls, typically on a TBA basis. Mortgage dollar rolls
are agreements between the Fund and a financial institution to simultaneously sell and repur-
chase mortgage-backed securities at a future date. Gains or losses are realized on the initial sale,
and the difference between the repurchase price and the sale price is recorded as an unrealized
gain or loss to the fund upon entering into the mortgage dollar roll. In addition, the Fund may
invest the cash proceeds that are received from the initial sale. During the period between the 
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1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)

e. Mortgage Dollar Rolls (continued)

sale and repurchase, the Fund is not entitled to principal and interest paid on the mortgage
backed securities. The risks of mortgage dollar roll transactions include the potential inability of
the counterparty to fulfill its obligations.

The Fund is investing in mortgage dollar rolls as an alternate form of leverage. As a result, the
mortgage dollar rolls are considered indebtedness or a “senior security” for purposes of the
asset coverage requirements under the 1940 Act.

f. Senior Floating Rate Interests

Senior secured corporate loans pay interest at rates which are periodically reset by reference to a
base lending rate plus a spread. These base lending rates are generally the prime rate offered by
a designated U.S. bank or the London InterBank Offered Rate (LIBOR). Senior secured corpo-
rate loans often require prepayment of principal from excess cash flows or at the discretion of
the borrower. As a result, actual maturity may be substantially less than the stated maturity.

Senior secured corporate loans in which the Fund invests are generally readily marketable, but
may be subject to some restrictions on resale.

g. Income Taxes

No provision has been made for U.S. income taxes because it is the Fund’s policy to qualify as a
regulated investment company under the Internal Revenue Code and to distribute to sharehold-
ers substantially all of its taxable income and net realized gains.

The Fund has reviewed the tax positions, taken on federal income tax returns, for each of the
three open tax years and as of September 30, 2009, and has determined that no provision for
income tax is required in the Fund’s financial statements.

h. Security Transactions, Investment Income, Expenses and Distributions

Security transactions are accounted for on trade date. Realized gains and losses on security
transactions are determined on a specific identification basis. Interest income and estimated
expenses are accrued daily. Amortization of premium and accretion of discount on debt securi-
ties are included in interest income. Facility fees are recognized as income over the expected
term of the loan. Dividend income is recorded on the ex-dividend date. Distributions to share-
holders are recorded on the ex-dividend date and are determined according to income tax
regulations (tax basis). Distributable earnings determined on a tax basis may differ from earn-
ings recorded in accordance with accounting principles generally accepted in the United States of
America. These differences may be permanent or temporary. Permanent differences are reclassi-
fied among capital accounts to reflect their tax character. These reclassifications have no impact 
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1. ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (continued)

h. Security Transactions, Investment Income, Expenses and Distributions (continued)

on net assets or the results of operations. Temporary differences are not reclassified, as they may
reverse in subsequent periods.

i. Accounting Estimates

The preparation of financial statements in accordance with accounting principles generally
accepted in the United States of America requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities at the date of the financial statements and
the amounts of income and expenses during the reporting period. Actual results could differ from
those estimates.

j. Guarantees and Indemnifications

Under the Fund’s organizational documents, its officers and trustees are indemnified by the
Fund against certain liabilities arising out of the performance of their duties to the Fund.
Additionally, in the normal course of business, the Fund enters into contracts with service
providers that contain general indemnification clauses. The Fund’s maximum exposure under
these arrangements is unknown as this would involve future claims that may be made against
the Fund that have not yet occurred. Currently, the Fund expects the risk of loss to be remote.

2. SHARES OF BENEFICIAL INTEREST

At September 30, 2009, there were 28,290,000 common shares authorized (without par value).
During the period ended September 30, 2009 and the year ended March 31, 2009 there were no
shares issued; all reinvested distributions were satisfied with previously issued shares purchased
in the open market.

3. AUCTION RATE PREFERRED SHARES

On November 7, 2003 the Fund issued 2,534 Preferred Shares Series M, 2,533 Preferred Shares
Series W and 2,533 Preferred Shares Series F, each with a $25,000 liquidation preference per
share totaling $190,000,000. During the year ended March 31, 2009, there was a pro rata pre-
ferred redemption of each series totaling 4,000 shares and $100,000,000 leaving 1,200 Preferred
Shares Series M, 1,200 Preferred Shares Series W and 1,200 Preferred Shares Series F, each with a
$25,000 liquidation preference totaling $90,000,000. Dividends to preferred shareholders are
cumulative and are declared weekly, at rates established through an auction process. The weekly
auctions for Series M, W and F have all failed during the period ended September 30, 2009; 
consequently, the dividend rate paid on the Preferred Shares has moved to the maximum rate as 



Franklin Templeton 
Limited Duration Income Trust
Notes to Financial Statements (unaudited) (continued)

Semiannual Report | 33

3. AUCTION RATE PREFERRED SHARES (continued)

defined in the prospectus. During the period ended September 30, 2009, the dividends on
Preferred Shares ranged from 1.49% to 1.66%.

The Fund is required to maintain, on a weekly basis, a specified discounted value of its portfolio
in compliance with guidelines established by Fitch Ratings and Moody’s Investor Services Inc.,
and is required to maintain asset coverage for the Preferred Shares of at least 200%.

The Preferred Shares are redeemable by the Fund at any time and are subject to mandatory
redemption if the asset coverage or discounted value requirements are not met. During the
period ended September 30, 2009, all requirements were met.

4. TRANSACTIONS WITH AFFILIATES

Franklin Resources, Inc. is the holding company for various subsidiaries that together are
referred to as Franklin Templeton Investments. Certain officers and trustees of the Fund are also
officers and/or directors of the following subsidiaries:

Subsidiary Affiliation

Franklin Advisers, Inc. (Advisers) Investment manager
Franklin Templeton Services, LLC (FT Services) Administrative manager

The Fund pays an investment management fee and administrative fee to Advisers and FT
Services of 0.50% and 0.20%, respectively, per year of the average daily managed assets.
Managed assets are defined as the Fund’s gross asset value minus the sum of accrued liabilities,
other than the liquidation value of the Preferred Shares and other financial leverage.

5. EXPENSE OFFSET ARRANGEMENT

The Fund has entered into an arrangement with its custodian whereby credits realized as a result
of uninvested cash balances are used to reduce a portion of the Fund’s custodian expenses.
During the period ended September 30, 2009, the custodian fees were reduced as noted in the
Statement of Operations. 
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6. INCOME TAXES

For tax purposes, capital losses may be carried over to offset future capital gains, if any. At
March 31, 2009, the capital loss carryforwards were as follows:

Capital loss carryforwards expiring in:
2014  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 682,502
2015  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 895,575
2016  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 726,440
2017  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,687,026

$13,991,543

For tax purposes, realized capital losses occurring subsequent to October 31, may be deferred
and treated as occurring on the first day of the following fiscal year. At March 31, 2009, the
Fund deferred realized capital losses of $17,185,747.

At September 30, 2009, the cost of investments and net unrealized appreciation (depreciation)
for income tax purposes were as follows: 

Cost of investments  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $510,937,478

Unrealized appreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 19,936,569 
Unrealized depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . (24,922,696)

Net unrealized appreciation (depreciation)  . . . . . . . . . . . . . . $ (4,986,127)

Net investment income differs for financial statement and tax purposes primarily due to differ-
ing treatments of defaulted securities, foreign currency transactions, mortgage dollar rolls,
paydown losses, payments-in-kind, and bond discounts and premiums.

Net realized gains (losses) differ for financial statement and tax purposes primarily due to differ-
ing treatments of wash sales, foreign currency transactions, mortgage dollar rolls, paydown
losses, payments-in-kind, and bond discounts and premiums.

7. INVESTMENT TRANSACTIONS

Purchases and sales of investments (excluding short term securities) for the period ended
September 30, 2009, aggregated $489,900,898 and $471,222,562, respectively. 

8. INVESTMENTS IN INSTITUTIONAL FIDUCIARY TRUST MONEY MARKET PORTFOLIO

The Fund may invest in the Institutional Fiduciary Trust Money Market Portfolio (Sweep
Money Fund), an open-end investment company managed by Advisers. Management fees paid
by the Fund are reduced on assets invested in the Sweep Money Fund, in an amount not to
exceed the management and administrative fees paid by the Sweep Money Fund.
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9. CREDIT RISK AND DEFAULTED SECURITIES

At September 30, 2009, the Fund had 64.72% of its portfolio invested in high yield, senior
secured floating rate notes, or other securities rated below investment grade. These securities
may be more sensitive to economic conditions causing greater price volatility and are potentially
subject to a greater risk of loss due to default than higher rated securities. 

The Fund held defaulted securities and/or other securities for which the income has been deemed
uncollectible. At September 30, 2009, the aggregate value of these securities was $10,019,796,
representing 1.98% of the Fund’s portfolio. The Fund discontinues accruing income on securities
for which income has been deemed uncollectible and provides an estimate for losses on interest
receivable. The securities have been identified on the accompanying Statement of Investments.

10. OTHER DERIVATIVE INFORMATION

At September 30, 2009, the Fund has invested in derivative contracts which are reflected on the
Statement of Assets and Liabilities as follows:

Asset Derivatives Liability Derivatives

Statement of Statement of 
Derivative Contracts Assets and Assets and
Not Accounted for as Liabilities Fair Value Liabilities Fair Value
Hedging Instruments Location Amount Location Amount

Unrealized Unrealized
appreciation depreciation

Foreign exchange on forward on forward 
contracts exchange contracts $23,251 exchange contracts $58,810

For the period ended September 30, 2009, the effect of derivative contracts on the Fund’s
Statement of Operations was as follows:

Realized Gain Unrealized Average
(Loss) Appreciation Notional 

for the Period (Depreciation) Amount
Derivative Contracts Statement of Ended for the Period Ended Outstanding
Not Accounted for as Operations September 30, September 30, During the
Hedging Instruments Locations 2009 2009 Perioda

Net realized gain (loss)
from foreign currency
transactions / Net
change in unrealized
appreciation 

Foreign exchange (depreciation) on
contracts investments $1,159,980 $(1,185,216) $8,699,625

aNotional amount represents the U.S. dollar equivalent based on the foreign exchange rate at the time of contract entry.

See Note 1(d) regarding derivative financial instruments.
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11. OTHER CONSIDERATIONS

From time to time, officers, directors or employees of the Fund’s Investment Manager may have
discussions or enter into agreements with issuers, underwriters or creditors’ committees which,
pursuant to the Fund’s policies and requirements of applicable securities laws, could prevent the
Fund from trading in the securities of such company for limited or extended periods of time.

12. FAIR VALUE MEASUREMENTS

The Fund follows a fair value hierarchy that distinguishes between market data obtained from
independent sources (observable inputs) and the Fund’s own market assumptions (unobservable
inputs). These inputs are used in determining the value of the Fund’s investments and are sum-
marized in the following fair value hierarchy:

• Level 1 – quoted prices in active markets for identical securities

• Level 2 – other significant observable inputs (including quoted prices for similar securities,
interest rates, prepayment speed, credit risk, etc.)

• Level 3 – significant unobservable inputs (including the Fund’s own assumptions in 
determining the fair value of investments)

The inputs or methodology used for valuing securities are not an indication of the risk associated
with investing in those securities. 

The following is a summary of the inputs used as of September 30, 2009, in valuing the Fund’s
assets and liabilities carried at fair value:

Level 1 Level 2 Level 3 Total

Assets:
Investments in Securities:

Equity Investments $ — $ 389,668 $— $ 389,668 
Corporate Bonds — 194,916,089 — 194,916,089 
Mortgage-Backed Securities — 91,550,642 — 91,550,642 
Asset-Backed Securities and 

Commercial Mortgage-Backed Securities — 36,343,611 — 36,343,611 
Senior Floating Rate Interests — 163,557,791 — 163,557,791 
Foreign Government and Agency 

Securities — 10,825,248 — 10,825,248 
Short Term Investments 8,368,302 — — 8,368,302 

Total Investments in Securitiesa $8,368,302 $497,583,049 $— $505,951,351 
Forward Exchange Contracts — 23,251 — 23,251 

Liabilities:
Forward Exchange Contracts — 58,810 — 58,810 

aFor detailed industry descriptions, see the accompanying Statement of Investments.
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13. SUBSEQUENT EVENTS

The Fund has evaluated subsequent events through November 17, 2009, the issuance date of the
financial statements and determined that no events have occurred that require disclosure.

ABBREVIATIONS

Counterparty Currency Selected Portfolio

DBAB - Deutsche Bank AG MXN - Mexican Peso CLO - Collateralized Loan Obligation
MYR - Malaysian Ringgit DIP - Debtor-In-Possession
SEK - Swedish Krona FHLMC - Federal Home Loan Mortgage Corp.

FNMA - Federal National Mortgage
Association

FRN - Floating Rate Note
GNMA - Government National Mortgage

Association
L/C - Letter of Credit
PIK - Payment-In-Kind
SF - Single Family
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Proxy Voting Policies and Procedures

The Fund’s investment manager has established Proxy Voting Policies and Procedures (Policies) that
the Fund uses to determine how to vote proxies relating to portfolio securities. Shareholders may
view the Fund’s complete Policies online at franklintempleton.com. Alternatively, shareholders may
request copies of the Policies free of charge by calling the Proxy Group collect at (954) 527-7678
or by sending a written request to: Franklin Templeton Companies, LLC, 500 East Broward
Boulevard, Suite 1500, Fort Lauderdale, FL 33394, Attention: Proxy Group. Copies of the Fund’s
proxy voting records are also made available online at franklintempleton.com and posted on the
U.S. Securities and Exchange Commission’s website at sec.gov and reflect the most recent 12-month
period ended June 30.

Quarterly Statement of Investments

The Fund files a complete statement of investments with the U.S. Securities and Exchange Commission
for the first and third quarters for each fiscal year on Form N-Q. Shareholders may view the filed
Form N-Q by visiting the Commission’s website at sec.gov. The filed form may also be viewed and
copied at the Commission’s Public Reference Room in Washington, DC. Information regarding the
operations of the Public Reference Room may be obtained by calling (800) SEC-0330.

Certifications

The Fund’s Chief Executive Officer – Finance and Administration is required by NYSE Amex’s
Listing Standards to file annually with the Exchange a certification that she is not aware of any
violation by the Fund of the Exchange’s Corporate Governance Standards applicable to the Fund.
The Fund has filed such certification.

In addition, the Fund’s Chief Executive Officer – Finance and Administration and Chief Financial
Officer and Chief Accounting Officer are required by the rules of the U.S. Securities and Exchange
Commission to provide certain certifications with respect to the Fund’s Form N-CSR and Form 
N-CSRS (which include the Fund’s annual and semiannual reports to shareholders) that are filed
semiannually with the Commission. The Fund has filed such certifications with its Form N-CSR for
the year ended March 31, 2009. Additionally, the Fund expects to file, on or about November 30,
2009, such certifications with its Form N-CSRS for the six months ended September 30, 2009.
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Franklin Templeton Funds
Literature Request. To receive a prospectus, please call us at (800) DIAL BEN/(800) 342-5236 or visit franklintempleton.com.
Investors should carefully consider a fund’s investment goals, risks, charges and expenses before investing. The prospectus 
contains this and other information. Please carefully read the prospectus before investing. To ensure the highest quality of 
service, we may monitor, record and access telephone calls to or from our service departments. These calls can be identified 
by the presence of a regular beeping tone.

VALUE
Franklin All Cap Value Fund
Franklin Balance Sheet Investment Fund
Franklin Large Cap Value Fund
Franklin MicroCap Value Fund1

Franklin MidCap Value Fund
Franklin Small Cap Value Fund
Mutual Beacon Fund
Mutual Quest Fund
Mutual Recovery Fund2

Mutual Shares Fund

BLEND
Franklin Focused Core Equity Fund
Franklin Large Cap Equity Fund
Franklin Rising Dividends Fund

GROWTH
Franklin Flex Cap Growth Fund
Franklin Growth Fund
Franklin Growth Opportunities Fund
Franklin Small Cap Growth Fund
Franklin Small-Mid Cap Growth Fund

SECTOR
Franklin Biotechnology Discovery Fund
Franklin DynaTech Fund
Franklin Global Real Estate Fund
Franklin Gold & Precious Metals Fund
Franklin Natural Resources Fund
Franklin Real Estate Securities Fund
Franklin Utilities Fund
Mutual Financial Services Fund

GLOBAL
Mutual Global Discovery Fund
Templeton Global Long-Short Fund
Templeton Global Opportunities Trust
Templeton Global Smaller Companies Fund
Templeton Growth Fund
Templeton World Fund

1. The fund is closed to new investors. Existing shareholders and select retirement plans can
continue adding to their accounts.
2. The fund is a continuously offered, closed-end fund. Shares may be purchased daily; there
is no daily redemption. However, each quarter, pending board approval, the fund will authorize
the repurchase of 5%–25% of the outstanding number of shares. Investors may tender all or
a portion of their shares during the tender period.
3. An investment in the fund is neither insured nor guaranteed by the U.S. government or by
any other entity or institution.
4. For investors subject to the alternative minimum tax, a small portion of fund dividends may
be taxable. Distributions of capital gains are generally taxable.

5. The fund invests primarily in insured municipal securities.
6. These funds are available in four or more variations, including long-term portfolios,
intermediate-term portfolios, portfolios of insured securities, a high-yield portfolio (CA only)
and money market portfolios.
7. The Board of Trustees approved the elimination of the non-fundamental policy requiring the
fund to invest at least 80% of net assets in insured municipal securities and the removal 
of the word “Insured” from the fund name. The changes became effective 2/17/09.
8. The funds of the Franklin Templeton Variable Insurance Products Trust are generally available
only through insurance company variable contracts.

Alabama
Arizona
California6

Colorado
Connecticut
Florida
Georgia
Kentucky
Louisiana
Maryland
Massachusetts7

Michigan7

Minnesota7

Missouri
New Jersey
New York6

North Carolina
Ohio7

Oregon
Pennsylvania
Tennessee
Virginia

INSURANCE FUNDS
Franklin Templeton Variable Insurance 
Products Trust8

04/09 Not part of the semiannual report

INTERNATIONAL
Franklin India Growth Fund
Franklin International Growth Fund
Franklin International Small Cap Growth Fund
Mutual European Fund
Mutual International Fund
Templeton BRIC Fund
Templeton China World Fund
Templeton Developing Markets Trust
Templeton Emerging Markets Small Cap Fund
Templeton Foreign Fund
Templeton Foreign Smaller Companies Fund
Templeton Frontier Markets Fund

HYBRID
Franklin Balanced Fund
Franklin Convertible Securities Fund
Franklin Equity Income Fund
Franklin Income Fund
Templeton Income Fund

ASSET ALLOCATION
Franklin Templeton Corefolio® Allocation Fund
Franklin Templeton Founding Funds Allocation Fund
Franklin Templeton Perspectives Allocation Fund
Franklin Templeton Conservative Target Fund
Franklin Templeton Growth Target Fund
Franklin Templeton Moderate Target Fund
Franklin Templeton 2015 Retirement Target Fund
Franklin Templeton 2025 Retirement Target Fund
Franklin Templeton 2035 Retirement Target Fund
Franklin Templeton 2045 Retirement Target Fund

FIXED INCOME
Franklin Adjustable U.S. Government Securities Fund3

Franklin Floating Rate Daily Access Fund
Franklin High Income Fund
Franklin Limited Maturity U.S. Government
Securities Fund3

Franklin Low Duration Total Return Fund
Franklin Real Return Fund
Franklin Strategic Income Fund
Franklin Strategic Mortgage Portfolio
Franklin Templeton Hard Currency Fund
Franklin Total Return Fund
Franklin U.S. Government Securities Fund3

Templeton Global Bond Fund
Templeton Global Total Return Fund
Templeton International Bond Fund

TAX-FREE INCOME4

National
Double Tax-Free Income Fund
Federal Tax-Free Income Fund
High Yield Tax-Free Income Fund
Insured Tax-Free Income Fund5

Limited-/Intermediate-Term
California Intermediate-Term Tax-Free Income Fund
Federal Intermediate-Term Tax-Free Income Fund
Federal Limited-Term Tax-Free Income Fund
New York Intermediate-Term Tax-Free Income Fund

State-Specific
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