FRANKLIN K2 ALTERNATIVE
STRATEGIES FUND
AS OF 12/31/13

FUND DESCRIPTION
The fund’s principal investment objective is capital
appreciation with lower volatility relative to the broad
equity markets. The fund seeks to achieve its
investment goal by allocating its assets across multiple
alternative strategies.

STRATEGY

FUND DATA

Strategy Examples:
Growth • Value • Market Neutral
• Sector • Region

Total Net Assets-All Share Classes: $106.5 million
Inception: October 11, 2013

ALTERNATIVE

The fund seeks to add value through active portfolio management, tactical allocation and diversification across four
main alternative strategies in a multi-manager fund structure.
LONG SHORT EQUITY Makes long and
short investments in common stocks and
stock indices

RELATIVE VALUE Encompasses a
wide range of investment techniques
that are intended to profit from pricing
inefficiencies
Strategy Examples:
Credit Long Short • Credit Arbitrage
• Convertible Arbitrage • Volatility Arbitrage

Dividends: Annually
Symbol by Class:
A

C

R

R6

Advisor

FAAAX

FASCX

FSKKX

FASRX

FABZX

MAXIMUM SALES CHARGES
Class A: 5.75% initial sales charge
Class C: 1% contingent deferred sales charge
(CDSC) in the first year only
Advisor Class: None
TOTAL ANNUAL OPERATING EXPENSES
Without Waiver¹: Class A: 3.54%; Class C: 4.24%;
Advisor Class: 3.24%
With Waiver: Class A: 2.75%; Class C: 3.45%;
Advisor Class: 2.45%
Advisor Class shares offered only to certain eligible
investors as stated in the prospectus. They are offered
without sales charges or Rule 12b-1 fees.

GLOBAL MACRO Focuses on
macroeconomic opportunities across
numerous markets and investments

EVENT DRIVEN Generally invests in
securities of companies undergoing
corporate events

Strategy Examples:
Discretionary • Systematic

Strategy Examples:
Merger Arbitrage • Special Situations
(spin-offs, recapitalizations, exchange
offers, liquidations)

REASONS TO INVEST
Portfolio Complement. An allocation to hedge strategies provides an alternative source of returns while seeking to
reduce risk.
Diversified Alternative Solution. The fund provides one-stop access to a diversified selection of institutional
hedge fund managers and strategies.
A Combination of Disciplined Capabilities. The investment process combines manager research with asset
allocation analysis to construct a multi-manager, multi-strategy fund seeking to participate on the upside and reduce
the downside.
Risk Management. The fund’s managers apply extensive risk processes, systems and data to help ensure all risks
can be continuously measured, monitored and managed.
Alternatives Expertise. K2 Advisors has nearly 20 years of hedge fund experience and a deep understanding of the
hedge strategies they cover.
STRATEGY BREAKDOWN2
As of December 31, 2013

Relative Value ................................................................ 34.88%
Long Short Equity .......................................................... 30.42%
Event Driven .................................................................. 24.88%
Global Macro.................................................................... 9.82%

1. The fund’s expense ratio, without waiver, does not include 2. As of 12/31/13. Weightings as percentage of invested
an expense reduction contractually guaranteed through at least capital. Holdings are subject to change. Due to rounding, the
9/30/14. Please see the prospectus for additional information.
strategy breakdown may not equal 100%.

NOT FDIC INSURED MAY LOSE VALUE NO BANK GUARANTEE

ALTERNATIVE

FRANKLIN K2 ALTERNATIVE STRATEGIES FUND
PORTFOLIO MANAGERS
William A. Douglass III
Founding Managing Director,
Portfolio Manager
K2 Advisors
David C. Saunders
Founding Managing Director,
Portfolio Manager
K2 Advisors
WHAT ARE THE RISKS?
All investments involve risks, including possible loss of
principal. The market values of securities owned by the
fund will go up or down, sometimes rapidly or
unpredictably. The fund’s performance depends on the
manager’s skill in selecting, overseeing, and allocating
fund assets. The fund is actively managed and could
experience losses if the Investment Manager’s and
Sub-Advisors’ judgment about particular investments
made for the fund’s portfolio prove to be incorrect.
Some Sub-Advisors may have little or no experience
managing registered investment companies. Foreign
investments are subject to greater investment risk such
as political, economic, credit and information risks as
well as risk of currency fluctuations. Investments in
derivatives involve costs and create economic leverage,
which may result in significant volatility and cause the
fund to participate in losses that significantly exceed the
fund’s initial investment. Lower-rated or high yield debt
securities involve greater credit risk, including the
possibility of default or bankruptcy. The fund may make
short sales of securities, which involves the risk that
losses may exceed the original amount invested.
Merger arbitrage investments risk loss if a proposed
reorganization in which the fund invests is renegotiated
or terminated. Liquidity risk exists when securities have
become more difficult to sell at the price they have been
valued. The fund may invest in investment funds, which
may be more costly than investing in the underlying
securities directly. Please see the prospectus and
summary prospectus for information on these as well as
other risk considerations.
Investors should carefully consider a fund’s investment
goals, risks, charges and expenses before investing. To
obtain a summary prospectus and/or prospectus, which
contains this and other information, talk to your financial
advisor, call us at (800) DIAL BEN/342-5236 or visit
franklintempleton.com. Please carefully read a
prospectus before you invest or send money.

MANAGERS’ PERSPECTIVE
“By dynamically allocating among strategies and institutional alternative managers, we aim to maximize
participation in up markets while seeking to reduce risks in down markets. We believe holdings-level transparency
is critical in identifying managers that are skilled in providing value-added performance and in managing market
risks.”
—David C. Saunders, Founding Managing Director
MANAGER ROSTER*
As of December 31, 2013
Strategy

Target Allocation

Manager
Chilton Investment Company, LLC

Long Short Equity

25%–40%

Impala Asset Management, LLC
Jennison Associates, LLC

Event Driven

20%–35%

P. Schoenfeld Asset Management, L.P.
York Registered Holdings, L.P.
Basso Capital Management, L.P.

Relative Value

30%–45%

Chatham Asset Management, LLC
Lazard Asset Management, LLC
Loomis Sayles & Company, L.P.

Global Macro

0%–20%

Graham Capital Management, L.P.

*The target allocations reflect end of period target allocations. The fund may shift allocations among managers
and/or strategies at any time. Further, K2 may determine in its sole discretion to not allocate to one or more of the
above‐referenced strategies or managers or to add new managers and strategies. Accordingly the above target
allocations are presented for illustrative purposes only, and should not be viewed as predictive of the ongoing
composition of the fund’s portfolio (and its managers), which may change at any time.
K2 ADVISORS
Founded in 1994, K2 Advisors provides integrated hedge fund product solutions covering multiple strategies and
ranges of volatility to sophisticated institutional and high net worth investors across the globe. By joining Franklin
Templeton, K2 now brings their alternatives expertise to mutual fund investors.
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.
Specialized Expertise
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.
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