Franklin Income Fund—Class A
Product Profile

FUND CHARACTERISTICS
(AS OF 3/31/15)
NASDAQ Symbol
FKINX
Fund Inception Date
8/31/48
Dividends
Monthly on the 3rd
business day
Investment Style
Hybrid
Benchmarks
S&P 500 Index
Barclays U.S.
Aggregate Index
Lipper Classification
Mixed-Asset Target
Alloc Moderate Funds
Morningstar Category™
Conservative
Allocation
Total Net Assets—All Share
92,430 million
Classes
Number of Holdings
684
Maximum Initial Sales Charge
4.25%

First Quarter 2015

FUND DESCRIPTION
The fund seeks to maximize income, while maintaining prospects for capital appreciation, by investing in a
diversified portfolio of stocks and bonds.

PERFORMANCE DATA
Average Annual Total Returns for Periods Ended March 31, 2015 (%)

With Sales Charge
Without Sales Charge
S&P 500 Index
Barclays U.S. Aggregate
Index

3 Mths*

YTD*

1 Yr

3 Yrs

5 Yrs

10 Yrs

Since Incept
(8/31/48)

-3.58
0.84
0.95
1.61

-3.58
0.84
0.95
1.61

-3.51
0.75
12.73
5.71

7.31
8.93
16.13
3.10

8.01
8.92
14.47
4.41

6.28
6.75
8.01
4.93

10.34
10.42
N/A
N/A

Total Annual Operating Expenses—0.61%
30-Day Standardized Yield (As of 3/31/15)—3.95%

Performance data represents past performance, which does not guarantee future results. Current performance may
differ from figures shown. The fund's investment return and principal value will change with market conditions, and you
may have a gain or a loss when you sell your shares. Please call Franklin Templeton Investments at (800) DIAL
BEN/(800) 342-5236 or visit franklintempleton.com for the most recent month-end performance.
Average Annual Total Returns for Periods Ended March 31, 2015 (%)

THIRD-PARTY FUND DATA
Overall Morningstar Rating™
Traditional

««««

20
16.13
14.47
12.73
10.42
8.93

10

Load Waived

«««««

8.92
6.75

5.71
3.10
0.84

0.95

1.61

0.84

0.95

1.61

8.01
4.93

4.41

0.75

0.00

0.00

0

As of March 31, 2015 the fund’s Class A shares
3 Mths*
YTD*
1 Yr
3 Yrs
5 Yrs
received a traditional 4 star overall Morningstar
Franklin Income Fund—Class A Without Sales Charge
S&P 500 Index
Rating™ and a load waived 5 star Morningstar
Barclays U.S. Aggregate Index
Rating™, measuring risk-adjusted returns against 632,
Calendar Year Returns As of March 31, 2015 (%)
521 and 262 U.S.-domiciled Conservative Allocation
35.01
32.39
38
funds over the 3-, 5- and 10- year periods,
26.46
respectively. A fund’s overall rating is derived from a
16.00
14.23
13.69
13.68
12.91 15.06
weighted average of the performance figures
7.84
6.54
5.95
5.93
5.24
4.22 2.83 2.11
4.12
0.84 0.95 1.61
-2.02
-30.51-37.00
associated with its 3-, 5- and 10-year (if applicable)
0
rating metrics.
Load waived Class A share Morningstar Ratings do not
include front-end sales charges and are intended for
-38
investors who have access to such purchase terms
YTD 2015
2014
2013
2012
2011
2010
2009
2008
(e.g., fee-based programs and participants of a defined
Franklin
Income
Fund—Class
A
Without
Sales
Charge
S&P
500
Index
contribution plan). Investors should contact their
Barclays U.S. Aggregate Index
financial advisor to determine their eligibility to
purchase Class A shares without paying the sales
If the Fund's sales charge had been included, the returns would have been lower.
charge.

10 Yrs

Since Incept

19.12

15.79

5.31 5.49 6.97

2007

4.33

2006

1.85

4.91

2.43

2005

The 30-Day Standardized Yield reflects an estimated yield to maturity. It should be regarded as an estimate of the fund's rate of
investment income, and it may not equal the fund's actual income distribution rate, which reflects the fund's past dividends paid
to shareholders.
*Cumulative Total Returns.
For information related to the “Fund Characteristics,” “Third-Party Fund Data,” and “Performance Data” sections, please see
Explanatory Notes.
Not FDIC Insured | May Lose Value | No Bank Guarantee
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PORTFOLIO DIVERSIFICATION (AS OF 3/31/15)
Top Five Holdings
Stocks

Convertibles

Security Name

% of Total

Bonds

Security Name

% of Total

ROYAL DUTCH SHELL

1.61

BANK OF AMERICA CORP

1.09

TARGET CORP

1.60

CISCO SYSTEMS INC

0.77

GENERAL ELECTRIC CO

1.54

FORD MOTOR CO

0.67

PFIZER INC

1.51

WELLS FARGO & CO

0.63

BP PLC

1.27

DOW CHEMICAL CO

Total

7.54

Total

Equity Sector Weightings (% of Equity)

Security Name
IHEARTCOMMUNICATIONS
INC

2.21

FIRST DATA CORP

2.15

JPMORGAN CHASE & CO

1.70

0.40

SPRINT COMMUNICATIONS
INC

1.25

3.57

TENET HEALTHCARE CORP

1.08

Total

8.40

Fixed Income Quality Weightings (% of Fixed Income)

AAA
Utilities

1.13

17.66

Energy

16.95

Materials

16.30

Health Care

A-

0.20

BBB+

0.50

BBB

0.54
6.06

BBB-

4.55

BB+

10.01

10.72

BB
Consumer Discretionary

9.82

Financials

12.95

BB-

18.00

B+

8.97

12.32

B
Industrials

7.89

Information Technology

13.77

B-

14.08

CCC+

6.56

4.24

CCC
Telecommunication Services

Consumer Staples

0%

4.46

CCC-

0.59

CC

0.14

NR

0.20

1.37

4%

8%

Portfolio Allocation

12%

16%

20%

0%

7%

14%

21%

Bond Allocation

%

Stocks
Bonds
Convertible Preferred
Cash & Cash Equivalents
Convertible Bonds

% of Total

43.01
42.49
11.30
2.37
0.82

Corporates
Loans

%
92.48
7.52

Quality Weightings: Ratings shown are assigned by one or more Nationally Recognized Statistical Rating Organizations ('NRSRO'), such as Standard & Poor's, Moody's and Fitch. The ratings are
an indication of an issuer's creditworthiness and typically range from AAA or Aaa (highest) to D (lowest). When ratings from all three agencies are available, the middle rating is used; when two are
available, the lowest rating is used; and when only one is available, that rating is used. Foreign government bonds without a specific rating are assigned the country rating provided by an NRSRO, if
available. The NR category consists of rateable securities that have not been rated by an NRSRO. Cash and equivalents (defined as bonds with stated maturities, or that can be redeemed at
intervals, of seven days or less) as well as derivatives are excluded from this breakdown. As a result, the chart does not reflect the fund's total net assets.
Portfolio and Bond Allocations: Portfolio weights reflect certain derivatives held in the portfolio (or their underlying reference assets) and may not total 100% or may be negative due to rounding,
use of any derivatives, unsettled trades or other factors.
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PORTFOLIO CHARACTERISTICS (AS OF 3/31/15)
Equity vs. S&P 500 Index

Fund

Benchmark

Weighted Average Market Capitalization
(Millions)

94,973

132,947

Price to Earnings (Weighted Average)

18.94x

19.01x

Price to Book Value (Weighted Average)

1.91x

2.85x

Price to Cash Flow (Weighted Average)

7.45x

10.96x

Fixed Income vs. Barclays U.S. Aggregate
Index

Fund

Benchmark

Average Duration

3.77 Yrs

5.45 Yrs

Average Weighted Maturity

5.32 Yrs

7.65 Yrs

PERFORMANCE RISK STATISTICS - Class A
Modern Portfolio Theory (MPT) Statistics
(As of 3/31/15)
Performance Risk Statistics
Standard Deviation

3 Years

5 Years

10 Years

7.17

8.86

11.54

Alpha

-0.94

0.10

0.73

Beta

0.63

0.61

0.69

Sharpe Ratio
Information Ratio
Tracking Error
R-Squared

1.24

1.00

0.47

-1.36

-0.87

-0.18

5.30

6.40

7.20

69.10

79.31

76.93

Performance data represents past performance, which does not guarantee future
results. Current performance may differ from figures shown. The fund's investment
return and principal value will change with market conditions, and you may have a
gain or a loss when you sell your shares. Please call Franklin Templeton Investments
at (800) DIAL BEN/(800) 342-5236 or visit franklintempleton.com for the most recent
month-end performance.
GLOSSARY
Alpha: Alpha measures the difference between a fund's actual returns and its expected returns given its risk level as measured by its beta. A positive alpha figure indicates the fund has performed
better than its beta would predict. In contrast, a negative alpha indicates a fund has underperformed, given the expectations established by the fund's beta. Some investors see alpha as a
measurement of the value added or subtracted by a fund's manager.
Average Duration: Also known as 'effective' or 'Macaulay' duration it is a measure of the sensitivity of the price (the value of principal) of a fixed-income investment to a change in interest rates.
Duration is expressed as a number of years. It's an indication of an issue's coupon relative to its maturity. Rising interest rates mean falling bond prices; declining interest rates mean rising bond
prices. The bigger the duration number, the greater the interest-rate risk; (or reward for bond prices). The weighted average duration of a fund reflects the effective duration of the underlying issues,
based on the size of each holding. This value differs with 'Modified Duration' which is modified for the market (dirty) price of an issue.
Average Weighted Maturity: An estimate of the number of terms to maturity, taking the possibility of early payments into account, for the underlying holdings. The calculation uses the weighted
average time to the receipt of all future cash flows for all holdings. Also known as 'average life' for fixed-term products. The weighted average maturity of a fund reflects the maturity of the underlying
issues, based on the size of each holding.
Benchmark: An unmanaged group of securities whose overall performance is used as a standard to measure investment performance.
Beta: A measure of the magnitude of a portfolio's past share-price fluctuations in relation to the ups and downs of the overall market (or appropriate market index). The market (or index) is assigned a
beta of 1.00, so a portfolio with a beta of 1.20 would have seen its share price rise or fall by 12% when the overall market rose or fell by 10%.
Information Ratio: In investing terminology, the ratio of expected return to risk. Usually, this statistical technique is used to measure a manager's performance against a benchmark. This measure
explicitly relates the degree by which an investment has beaten the benchmark to the consistency by which the investment has beaten the benchmark.
Market Capitalization: A determination of a company's value, calculated by multiplying the total number of company stock shares outstanding by the price per share.
Price to Book Value (P/BV): The price per share of a stock divided by its book value (i.e., net worth) per share. For a portfolio, the ratio is the weighted average price/book ratio of the stocks it holds.
Price to Cash Flow (P/CF): Supplements price/earnings ratio as a measure of relative value; represents a weighted average of the price/cash flow ratios for the underlying fund holdings.
Price to Earnings (P/E): The share price of a stock, divided by its per-share earnings over the past year. P/E is a good indicator of market expectations about a company's prospects; the higher the
P/E, the greater the expectations for a company's future growth in earnings.
R-Squared: A measure of how much of a portfolio's performance can be explained by the returns from the overall market (or a benchmark index). If a portfolio's total return precisely matched that of
the overall market or benchmark, its R-squared would be 100. If a portfolio's return bore no relationship to the market's returns, its R-squared would be 0.
Sharpe Ratio: To calculate a Sharpe ratio, an asset's excess returns (its return in excess of the return generated by risk-free assets such as Treasury bills) are divided by the asset's standard
deviation.
Standard Deviation: A measure of the degree to which a fund's return varies from its previous returns or from the average of all similar funds. The larger the standard deviation, the greater the
likelihood (and risk) that a security's performance will fluctuate from the average return.
Tracking Error: Measure of the deviation of the return of a fund compared to the return of a benchmark over a fixed period of time. Expressed as a percentage. The more passively the investment
fund is managed, the smaller the tracking error.

Portfolio Characteristics: The figures shown for Average Duration and Average Weighted Maturity reflect certain derivatives held in the portfolio (or their underlying reference assets).
For information related to the “Portfolio Characteristics” section, please see Explanatory Notes.
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MARKET REVIEW

PERFORMANCE REVIEW AND CONTRIBUTORS TO PERFORMANCE

Broad US stock market gauges closed 2015's first
quarter in positive territory despite some signs of
weakness in corporate earnings and forward
guidance, and turbulence in currency and energy
markets. The market environment was further
complicated by the trade-weighted US dollar's rise
to a 12-year high and its potential to curb profits at
US multinational corporations, suppress US
exports and stunt broader economic growth. In
addition, markets often shifted abruptly as investor
perceptions changed about the timing of an
eventual Federal Reserve (Fed) interest-rate
increase. Brisk merger-and-acquisition activity,
dovish March comments from an accommodative
Fed and low inflation supported US equities. Amid
continued modest US economic growth, the
unemployment rate remained near a seven-year
low, consumer confidence measures saw strong
increases, home sales improved and home-price
appreciation generally accelerated. Harsh weather
in many parts of the United States as well as
benefits from lower oil prices may have contributed
to ebbing retail sales and consumer spending.
Additionally, the service sector's ongoing
expansion stalled, and growth in manufacturing
activity slowed amid falling exports and curbed
production.

Performance Review
Both the equity and fixed income portions of the fund contributed to its absolute return in the first quarter of
2015, with much of the overall gain owing to bond-related holdings. Equity gains--aided primarily by the
consumer discretionary, health care, materials and industrials sectors--were pressured and partially offset by
poor results in the utilities, energy, information technology (IT) and financials sectors. In fixed income, the
communications, banking, technology and consumer non-cyclical sectors were most helpful, though the
positive effects were reduced modestly by overall declines in basic industry and the energy sector.
Equity Analysis
In general, consumer discretionary and health care were the market's best-performing equity sectors for the
quarter, and they were also the fund's top contributors to absolute returns. Most of our consumer
discretionary holdings aided results, led by discount retailer Target, which has continued to rebound since
early 2014 as sales improved, issues relating to customer data security were addressed and the company
elected to exit its troubled Canadian business. Investments in US and European vehicle manufacturers also
helped performance, led by General Motors, the shares of which rallied as recall-related setbacks were
resolved. Most health care holdings also advanced, including key contributors Pfizer, Sanofi and other “big
pharma” multinationals. In particular, French pharmaceutical firm Sanofi's latest quarterly results surpassed
consensus forecasts for both sales and earnings, and it continued to deliver solid dividends. We continue to
believe Sanofi retains an excellent business model underscored by strong product and geographic
diversification. Sanofi also named a new chief executive officer during the quarter, who we think is a good fit
for the company.
The fund's results in the materials sector, though positive overall, had divergent performances at the
individual security level based on sub-industry profiles. Chemical conglomerates LyondellBasell Industries,
Dow Chemical and BASF had strong three-month returns, as did fertilizer and agricultural chemicals
producers such as Agrium. Gains among these holdings and a handful of rebounding gold-focused mining
companies helped offset widespread declines for our positions in producers of base metals and coal. Within
industrials, aerospace and defense contractors such as Boeing aided returns the most, with further support
stemming from select positions in waste management companies and heavy machinery manufacturers.
Finally, several of the fund's previously depressed energy sector holdings bounced back from low levels
during the quarter, including some US oil and gas exploration and production (E&P) and oilfield services
firms, though our top contributor in the sector was UK-based energy conglomerate BP.
The energy sector was nonetheless a significant overall detractor for the period. Notable sector detractors
included global energy firms Royal Dutch Shell and Chevron, followed by smaller negative effects from
holdings in several E&P and oilfield services companies. During the prolonged energy sector rout that began
in late 2014, our analysis began to indicate the market went through a wave of indiscriminate selling and
was not appropriately differentiating between one energy company and the next. This differentiation finally
began to show up in the first quarter of 2015, and we think it should continue throughout the year. As such,
we have become more discerning about specific holdings that the market has lately broken out into the
sector's “haves” and “have-nots.” In this respect, we are looking for companies we believe have solid asset
bases and the potential to reduce costs and generate cash. We also prefer companies we think can be
profitable in the lower commodity-price environment, and can gain access to capital, raise equity, or
otherwise improve their liquidity.
Similar to the energy sector, the utilities sector hindered absolute results for the quarter. Investors tended to
shun interest rate-sensitive utilities stocks as government bond yields initially climbed during the quarter, a
trend many market observers expected to continue as the Fed prepares to normalize its interest-rate policy
later in 2015. The fund's absolute performance was pressured by declines for most utility equities in the
fund's portfolio. Within the group, the largest detractors from results included Exelon, Southern Company
and Duke Energy. The utilities sector was the fund's largest allocation during the quarter, though the
weighting was at the low end of its historical range. Although we initially were fairly active in selling utilities
stocks in early 2015, more recently we have been tilted toward buying some of these names back, as our
research has led us to invest in a number of regulated public utility franchises that we believe offer modest
growth, predictable earnings and cash flows, and dividend income streams. Moreover, we believe many
companies in the group have gone from being richly valued to fairly valued over the first quarter. Elsewhere,
the IT sector's key detractors were Intel and Microsoft, both of which shed value as analysts lowered forward
earnings expectations for personal computer-linked firms due to perceived issues relating to inventory levels
and the supply chain. Several financials sector holdings also had a weak quarter, including top sector
detractor MetLife.
Fixed Income Analysis
Bond yields typically rise in anticipation of a Fed rate hike, but US Treasury yields declined overall in the first
quarter as investors' expectations of a near-term increase faded. Higher-yielding, below-investment-grade
bonds benefited from this scenario and had a decent start to 2015 as persistently low interest rates kept the
market relatively stable. Additionally, a selloff in energy-company debt provided ample opportunity for
bargain hunters following previous investor concerns about several energy-related industries that were
impacted by depressed crude oil and natural gas prices amid soaring global oil supplies and comparatively
tepid demand growth. Contrary to many observers' expectations at the outset of 2015, these conditions did

The above commentary does not provide a complete analysis of every material fact regarding any market, region, industry, security, portfolio or pooled investment vehicle. Portfolio holdings
information, opinions and other market or economic information and data provided are as of the date of the commentary, unless another date is expressly indicated, and may change without notice.
Statements of fact cited by the manager have been obtained from sources considered reliable but no representation is made as to their completeness or accuracy. The manager’s assessment of a
particular industry, region, security, sector or investment is intended solely to provide insight into the manager’s investment process and is not a recommendation to buy or sell any security, nor
investment advice. References to particular securities or sectors are only for the limited purpose of illustrating general market or economic conditions and are not recommendations to buy or sell a
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PERFORMANCE REVIEW AND CONTRIBUTORS TO PERFORMANCE (CONTINUED)
not dissipate the refinancing trade by borrowers, and they fed a surge in new issuance of high-yield bonds in
the United States while generally helping the asset class rebound from the previous quarter.
In terms of credit quality, most of the bond portion's positive returns were derived from the upper tier of the
below-investment-grade credit spectrum--B+, B- and BB rated credits in particular. In terms of
sector/industry performance, communications was the top contributor by a wide margin, with most holdings
posting gains, including contributors such as iHeart Communications, Wind Acquisition Finance, Sprint and
Charter Communications. All banking-related holdings increased in value, with JPMorgan Chase and
Citigroup helping absolute results most. Multiple technology bonds advanced, and the largest contributor
from the group was First Data. Other important bond contributors from disparate sectors/industries included
HCA (consumer non-cyclical) and Dynegy (electric utility). Aside from the modest negative impact on returns
from a few disappointing bond positions in basic industry (like coal producers Peabody Energy and Walter
Energy) and energy (namely Energy XXI Gulf Coast, Quicksilver Resources, Hercules Offshore and
Offshore Group Investment), there were no other significant bond detractors.
Portfolio Positioning
In 2015's first quarter, we continued to have a heavier weighting in equity securities even as we added fixed
income positions, with a period-end equity allocation of 55.1% of total holdings versus 42.5% for fixed
income securities. For comparison, these positions were 57.1% and 41.4%, respectively, at year-end 2014.
In general, we sought to take advantage of wider spreads and dislocations in certain pockets of the market,
energy in particular. Also driving the fund's evolving portfolio mix was our conviction that stocks
(dividend-paying stocks in particular) were relatively attractive versus certain fixed income market
opportunities. The fund's largest equity sector allocations at March-end were utilities, energy and materials.
Our largest exposures in fixed income were communications, energy and consumer non-cyclical. Included in
our equity weighting was 12.1% in convertible securities and equity-linked notes that we believe are
potentially well suited in terms of our investment objective of maximizing income while maintaining the ability
to participate in potential future upside in the underlying common stock. The fund's exposure to non-US
securities, at the high end of its historical exposure level, remained tilted more toward equities and was
dominated by large multinational conglomerates that we believe could offer strong performance prospects in
the months ahead.
Outlook & Strategy
Franklin equity portfolio managers and analysts seek investment opportunities by examining a broad range
of sectors, industries, end markets, macroeconomic exposures and company-specific factors. This rigorous
fundamental research looks for powerful secular themes while incorporating disciplined financial analysis.
We then attempt to identify companies that we think are best positioned through innovation, scale and/or
differentiated intellectual property, to capitalize on these secular trends, potentially enabling them to
generate superior growth and profitability over the long term. For example, in the current environment we
have identified several companies that appear well positioned to benefit from the long-term adoption of new
technology, as well as IT-related firms that are developing and selling those technologies. Innovators in the
IT and other sectors illustrate what we regard as the strong field of investment opportunities available
among US growth equities in 2015. We also remain optimistic on the outlook for the US economy and
markets in the coming months, given two important dynamics: the health and rising household wealth of the
consumer and the stimulus effect of lower input costs, most notably in regard to falling energy prices. We
believe lower energy prices could have a broad stimulus effect on a range of industries.
Within our growth-oriented strategies, one area where we are constructive is health care, particularly
specialty pharmaceuticals and biotechnology. We continue to see very strong innovation and research and
development results, which have been driving improvement in drug pipelines and supporting the longer-term
outlook for revenues and earnings growth. The merger-and-acquisition theme--beyond those driven by tax
inversions and tax savings--is also important in the sector. We see the opportunity to improve inefficient
businesses through better management execution. Advances in technology are also improving the outlook
for the health care sector, in our view, and it is an area on which we intend to focus.
The core of our 2015 fixed income strategy remains positioning ourselves to navigate what we think is a
rising-rate environment. While we still believe in the performance potential for equities over the remainder of
2015, in our hybrid portfolios we have increased the focus slightly toward corporate bonds, largely as a
function of what we see as a moderately better opportunity set. We have seen increased volatility in credit
spreads, which in our opinion has been driven somewhat by more technical factors like assets flowing out of
the fixed income sector at times, which leads yield spreads to widen and the yield opportunity to improve, in
our view. Although we do see compelling opportunity there, we remain tied closely to our fundamental credit
research efforts to identify candidates for investment in the current market environment. We also expect
default rates to remain low. Overall, we have a favorable view of US high yield and believe the sector may
offer attractive yield over intermediate-term US Treasuries. Although high-yield issuers have been
re-levering, interest coverage ratios have generally improved over the last few years as companies took
advantage of low borrowing costs to increase their cash holdings and extend their debt maturities.
Commercial and industrial lending conditions and leading economic indicators have moderated but remain
supportive, in our view. While US high yield occasionally saw strong investor outflows during the quarter,

The above commentary does not provide a complete analysis of every material fact regarding any market, region, industry, security, portfolio or pooled investment vehicle. Portfolio holdings
information, opinions and other market or economic information and data provided are as of the date of the commentary, unless another date is expressly indicated, and may change without notice.
Statements of fact cited by the manager have been obtained from sources considered reliable but no representation is made as to their completeness or accuracy. The manager’s assessment of a
particular industry, region, security, sector or investment is intended solely to provide insight into the manager’s investment process and is not a recommendation to buy or sell any security, nor
investment advice. References to particular securities or sectors are only for the limited purpose of illustrating general market or economic conditions and are not recommendations to buy or sell a
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PERFORMANCE REVIEW AND CONTRIBUTORS TO PERFORMANCE (CONTINUED)
well regarded and capitalized investors have expressed renewed interest in the asset class. Brief periods of
challenging performance have historically occurred at monetary policy inflection points, which present a risk
to our view. A potential larger opportunity for us exists in convertible securities. Interest in issuing convertible
securities to investors seems to have accelerated recently, something we are watching closely and believe
could present further opportunities this year.

The above commentary does not provide a complete analysis of every material fact regarding any market, region, industry, security, portfolio or pooled investment vehicle. Portfolio holdings
information, opinions and other market or economic information and data provided are as of the date of the commentary, unless another date is expressly indicated, and may change without notice.
Statements of fact cited by the manager have been obtained from sources considered reliable but no representation is made as to their completeness or accuracy. The manager’s assessment of a
particular industry, region, security, sector or investment is intended solely to provide insight into the manager’s investment process and is not a recommendation to buy or sell any security, nor
investment advice. References to particular securities or sectors are only for the limited purpose of illustrating general market or economic conditions and are not recommendations to buy or sell a
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Investment Philosophy and Approach
Investment Philosophy
We believe that we can identify unique investments with the potential to
deliver attractive risk-adjusted total returns. We expect to profit from longterm investments that seek to exploit a fundamental view that differs from the
“market consensus” regarding growth potential or valuation.
Our goal is to focus on investment opportunities that we believe offer the
most compelling risk-reward trade-off between growth potential, valuation
and risk.

Portfolio
Objective

Investment Approach
We utilize a flexible and diversified approach, searching across various asset
classes including equities, fixed income and convertibles to meet the fund’s
investment objective.
Rigorous Bottom-Up,
Fundamental Research

Equities

Fixed Income

Convertibles

INVESTMENT AND MANAGEMENT TEAM (AS OF 3/31/15)
Franklin Income Fund Management Team
Edward D. Perks, CFA
Matt Quinlan
Alex Peters, CFA

Years with Firm
22
9
22

Years Experience
22
20
23

Franklin Equity Group
Edward B. Jamieson - Chief Investment Officer

Years with Firm
28

Years Experience
39

Number of Members
29
32
U.S. Growth
Global Growth & European Equity

Average Years Experience
18
12
U.S. Value
Sector Strategy & Research

Franklin Equity Group
Portfolio Managers/Analysts
Research Analysts
Franklin Templeton Fixed Income
Performance Analysis & Investment Risks

WHAT ARE THE RISKS
All investments involve risks, including possible loss of principal. The fund’s share price and yield will be affected by interest rate movements. Bond prices
generally move in the opposite direction of interest rates. Thus, as the prices of bonds in the fund adjust to a rise in interest rates, the fund’s share price may
decline. Changes in the financial strength of a bond issuer or in a bond’s credit rating may affect its value. The fund’s portfolio includes a substantial portion of
higher-yielding, lower-rated corporate bonds because of the relatively higher yields they offer. Floating-rate loans are lower-rated, higher-yielding instruments,
which are subject to increased risk of default and can potentially result in loss of principal. These securities carry a greater degree of credit risk relative to
investment-grade securities. Stock prices fluctuate, sometimes rapidly and dramatically, due to factors affecting individual companies, particular industries or
sectors, or general market conditions. These and other risk considerations are discussed in the fund’s prospectus.

CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.
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EXPLANATORY NOTES
FUND CHARACTERISTICS
Number of Holdings: All portfolio holdings are subject to change.
THIRD-PARTY FUND DATA
Morningstar Rating™: Source: Morningstar® 3/31/15. For each fund with at least a three-year history, Morningstar calculates a Morningstar Rating™ based on how a fund ranks on a Morningstar
Risk-Adjusted Return measure against other funds in the same category. This measure takes into account variations in a fund’s monthly performance after adjusting for sales loads (except for
load-waived A shares), redemption fees, and the risk free rate, placing more emphasis on downward variations and rewarding consistent performance. The top 10% of funds in each category receive
5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars and the bottom 10% receive 1 star. Class A shares of Franklin Income Fund received a traditional
Morningstar Rating of 4, 4 and 3 star(s) for the 3-, 5- and 10-year periods, respectively. Load-waived Class A shares of Franklin Income Fund received Morningstar Ratings of 5, 5 and 4 star(s) for the
3-, 5- and 10- year periods, respectively. The Morningstar Rating™ may differ among share classes of a mutual fund as a result of different sales loads and/or expense structure. Past performance
does not guarantee future results. ©2015 Morningstar, Inc. All rights reserved. The information contained herein is proprietary to Morningstar and/or its content providers; may not be copied or
distributed; and 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.
PERFORMANCE DATA
The fund offers other share classes subject to different fees and expenses, which will affect their performance.
Source for Index: FactSet. Indexes are unmanaged and one cannot invest directly in an index.
STANDARD & POOR’S®, S&P® and S&P 500® are registered trademarks of Standard & Poor’s Financial Services LLC. Standard & Poor’s does not sponsor, endorse, sell or promote any S&P
index-based product.
On May 1, 1994, the fund implemented a Rule 12b-1 plan, which affects subsequent performance.
PORTFOLIO DIVERSIFICATION
Top Five Holdings: Holdings of the same issuer have been combined. Information is historical and may not reflect current or future portfolio characteristics. All portfolio holdings are subject to change.
The portfolio manager for the fund reserves the right to withhold release of information with respect to holdings that would otherwise be included. For updated information, call Franklin Templeton
Investments at (800) DIAL BEN/(800) 342-5236 or visit franklintempleton.com.
Equity Sector Weightings: Weightings as percent of equity (unless otherwise noted). Percentage may not equal 100% due to rounding. Information is historical and may not reflect current or future
portfolio characteristics.
Fixed Income Quality Weightings: Percentage may not equal 100% due to rounding. Information is historical and may not reflect current or future portfolio characteristics. All portfolio holdings are
subject to change.
Source for Index: FactSet. Indexes are unmanaged and one cannot invest directly in an index.
PORTFOLIO CHARACTERISTICS
Average Weighted Maturity/Average Duration: Data points pertain to the fixed income component of the fund.
The portfolio characteristics listed are based on the fund's underlying holdings, and do not necessarily reflect the fund's characteristics. Due to data limitations all equity holdings are assumed to be
the primary equity issue (usually the ordinary or common shares) of each security's issuing company. This methodology may cause small differences between the portfolio's reported characteristics
and the portfolio's actual characteristics. In practice, Franklin Templeton's portfolio managers invest in the class or type of security which they believe is most appropriate at the time of purchase. The
market capitalization figures for both the portfolio and the benchmark are at the security level, not aggregated up to the main issuer. All portfolio holdings are subject to change.
Source: FactSet. For the portfolio, the Price to Earnings, Price to Cash Flow, and Price to Book Value calculations for the weighted average use harmonic means. Values less than 0.01 (i.e., negative
values) are excluded and values in excess of 200x are capped at 200x. For the benchmark, no limits are applied to these ratios in keeping with the benchmark's calculation methodology. Market
capitalization statistics are indicated in the base currency for the portfolio presented.

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/(800) 342-5236 or visit franklintempleton.com. Please carefully read a prospectus before you
invest or send money.

Franklin Templeton Distributors, Inc.
One Franklin Parkway
San Mateo, California 94403-1906
(800) DIAL BEN® (800) 342-5236
franklintempleton.com
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