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Key Takeaways 
Markets: US stocks, as measured by the Russell 1000 Index, rose strongly in the second quarter of 2026. The artificial •
intelligence (AI) trade was partly behind the gains, with companies that benefit from higher capital spending helping to 
lead the advance. Earnings have also been strong for many companies. Additionally, easing tensions in the Middle East 
sent oil prices falling, easing concerns about rising inflationary pressures and the potential for much higher US interest 
rates.  
Contributors: Stock selection in communication services, materials and consumer staples contributed to relative •
results.  
Detractors: Security selection and an underweight in information technology and stock selection in health care and •
industrials weighed on relative results.  
Outlook: We remain focused on identifying opportunities to acquire stocks at attractive valuations based upon our •
assessment of fundamental value. Our process of finding underappreciated and misunderstood companies with 
identifiable catalysts to unlock shareholder value may provide meaningful upside potential and possible downside risk 
management during turbulent periods. 

Performance Review 
The Fund (Class Z without sales charges) underperformed its benchmark, the Russell 1000 Value Index, for the quarter ended •
June 30, 2026.  
Being underweight some of the strong performing semiconductor stocks, including memory chip maker Micron •
Technologies, detracted from relative results. Strong AI demand for memory chips has led to tight marketing conditions, 
boosting shares of memory chip stocks like Micron. 
Consumer health company Haleon hampered relative performance, as its organic sales growth for the latest quarter was •
below its medium-term growth algorithm. The company reiterated its full-year guidance and was cautious about faltering 
consumer confidence. Still, Haleon expects an operational rebound in the United States, leadership changes in Brazil and 
easier respiratory comparable results in the back half of the year to help boost financial performance.   
Flex, a manufacturing services company, boosted relative returns. The company reported fine full-year 2026 financial results, •
but more importantly announced their intention to spin out their data center-related businesses in power and thermal 
management into a new company. 
Shares of NXP Semiconductors contributed to relative results, on solid financial results and better-than-expected second-•
quarter guidance. In the first quarter, the company saw strong demand for its auto and industrial chips and highlighted its 
fast-growing data center revenue. Additionally, NXP forecast revenues to rise double-digits in 2026 and 2027.     

Outlook 
The overall US economy is on solid footing. Tax cuts and accelerated depreciation, which frees up corporate •
cash flow, have taken effect and are providing stimulus. In addition, ongoing artificial intelligence (AI) investment has 
underpinned strength in US corporate earnings and stock prices. So long as the capital investment in data centers 
and AI tools continues, earnings have further room to expand, in our view.   
However, the disparity between low- and high-end consumers continues to grow. Rising fuel and fertilizer prices have •
adversely impacted lower-end consumers at the gas pump and grocery store. With lower-end consumers still struggling, 
higher-end consumer and business spending have supported overall economic growth. If we were to see a pullback, 
economic growth may stall. For now, the job market is stagnant but stable and energy prices are declining, which helps 
support confidence and reduces the likelihood of dramatic cuts to household spending.  
AI remains a significant economic growth engine. AI spending has bolstered earnings at semiconductor and other •
technology companies as well as a host of industrial, materials and utilities firms that are helping to build and equip data 
centers. But how long the spending cycle lasts and the uncertainty surrounding when this investment will generate 
significant investment returns remain issues. We expect AI spending to eventually slow. When this slowdown happens, it is 
possible the areas of the market that have benefited most from AI spending may be impacted and other industries and 
sectors may return to the fore.   
With an interim agreement in the Middle East that should open the Strait of Hormuz to oil and gas shipments again, the •
inflationary pressures that have dogged the markets and raised the prospects of higher US interest rates may ease in late 
2026. Lower oil prices can give consumers more spending power and further boost economic activity outside the AI capital 
spending boom.  

Top Holdings (% of Total) 
Holding Fund
AMAZON.COM INC 7.18
MICROSOFT CORP 5.20
APPLE INC 3.75
JPMORGAN CHASE & CO 3.39
JOHNSON CONTROLS INTERNATIONAL PLC 2.44
DOVER CORP 2.43
FERGUSON ENTERPRISES INC 2.42
PPG INDUSTRIES INC 2.33
COLGATE-PALMOLIVE CO 2.30
HALEON PLC 2.27
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Average annual total returns and fund expenses (%) - as of June 30, 2026 

 

Benchmark(s) 
Benchmark =Linked Russell 1000 Value Index 
Performance data quoted represents past performance, which does not guarantee future results. Current performance may be lower or higher than the figures shown. Principal value 
and investment returns will fluctuate, and investors’ shares, when redeemed, may be worth more or less than the original cost. Performance would have been lower if fees had not been waived 
in various periods. Total returns assume the reinvestment of all distributions and the deduction of all fund expenses. Returns with sales charge reflect a deduction of the stated maximum sales 
charge. An investor cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses or sales charges. Returns for periods of less than one year are not 
annualized. All classes of shares may not be available to all investors or through all distribution channels. For current month-end performance, please visit franklintempleton.com. 
The total annual operating expenses are as of the fund’s prospectus available at the time of publication. Actual expenses may be higher and may impact portfolio returns. 

What are the Risks? 
All investments involve risks, including possible loss of principal. The investment style may become out of favor, which may have a negative impact on performance. International 
investments are subject to special risks, including currency fluctuations and social, economic and political uncertainties, which could increase volatility. These risks are magnified in emerging 
markets. Investments in companies engaged in mergers, reorganizations or liquidations also involve special risks as pending deals may not be completed on time or on favorable terms. 
Low-rated, high-yield bonds are subject to greater price volatility, illiquidity and possibility of default. The manager may consider environmental, social and governance (ESG) criteria in 
the research or investment process; however, ESG considerations may not be a determinative factor in security selection. In addition, the manager may not assess every investment for ESG 
criteria, and not every ESG factor may be identified or evaluated. These and other risks are discussed in the fund’s prospectus. 

Glossary 
The Russell 1000 Index measures the performance of the large-cap segment of the U.S. equity universe. Source: FTSE. 

Important Information 
The information provided is not a complete analysis of every material fact regarding any country, market, industry, security or fund. Because market and economic conditions are subject to 
change, comments, opinions and analyses are rendered as of the date of this material and may change without notice. A portfolio manager’s assessment of a particular security, investment or 
strategy is not intended as individual investment advice or a recommendation or solicitation to buy, sell or hold any security or to adopt any investment strategy; it is intended only to provide 
insight into the fund’s portfolio selection process. Holdings are subject to change. 
The Linked Russell 1000 Value Index reflects the performance of S&P 500 Index from fund inception through 12/31/1978 and Russell 1000 Value Index thereafter.  The Russell 1000 Value 
Index measures the performance of the large-cap value segment of the U.S. equity universe. 
Source: FTSE. 
Important data provider notices and terms available at www.franklintempletondatasources.com. All data is subject to change.  
Holdings are provided for informational purposes only and should not be construed as a recommendation to purchase or sell any security. 
Franklin Distributors, LLC. Member FINRA/SIPC. 
© Franklin Templeton. All rights reserved.

 Without Sales Charge With Maximum Sales Charge Expenses Sales Charges Inception
Class CUSIP Ticker 3-Mo YTD 1-Yr 3-Yr 5-Yr 10-Yr Inception 3-Mo YTD 1-Yr 3-Yr 5-Yr 10-Yr Inception Gross Net Initial Charge CDSC Date
Class Z 628380107 MUTHX 6.95 4.56 10.10 12.07 7.07 7.85 12.11 6.95 4.56 10.10 12.07 7.07 7.85 12.11 0.74 0.74 — — 7/1/1949
Class A 628380602 TESIX 6.88 4.45 9.83 11.79 6.80 7.58 11.28 0.99 -1.30 3.80 9.71 5.60 6.98 11.20 0.99 0.99 5.50 — 7/1/1949
Benchmark — — 13.87 16.26 27.12 17.78 11.18 11.53 — 13.87 16.26 27.12 17.78 11.18 11.53 — — — — — —

Before investing, carefully consider a fund’s investment objectives, risks, charges and expenses. You can find this and other information in each prospectus, or summary 
prospectus, if available, at www.franklintempleton.com. Please read it carefully.
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