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FUND CHARACTERISTICS
(AS OF 9/30/15)
NASDAQ Symbol
FISCX
Fund Inception Date
4/15/87
Dividends
Quarterly
Investment Style
Hybrid
Benchmark
BofA Merrill Lynch All
Total Return
Alternatives U.S.
Convertibles Index
Lipper Classification
Convertible Securities
Funds
Morningstar Category™
Convertibles
Total Net Assets—All Share
2,006 million
Classes
Number of Issuers
74
Maximum Initial Sales Charge
5.75%

FUND DESCRIPTION

THIRD-PARTY FUND DATA
Overall Morningstar Rating™
Traditional

The fund has a fee waiver associated with its investments in a Franklin Templeton money fund, contractually guaranteed through at
least its current fiscal year-end. Fund investment results reflect the fee waiver; without this reduction, the results would have been
lower.

«««

Load Waived

The fund seeks to maximize total return, consistent with reasonable risk, by investing at least 80% of its net
assets in convertible securities. Convertible securities are bonds or preferred stock that may be converted
into common stock.

PERFORMANCE DATA
Average Annual Total Returns for Periods Ended September 30, 2015 (%)

With Sales Charge
Without Sales Charge
BofA Merrill Lynch All Total
Return Alternatives U.S.
Convertibles Index

3 Mths*
-10.99
-5.58
-6.96

YTD*
-8.26
-2.65
-4.31

1 Yr
-8.08
-2.45
-1.77

3 Yrs
6.64
8.75
10.25

5 Yrs
6.81
8.09
9.62

10 Yrs
5.25
5.88
7.07

Since Incept
(4/15/87)
8.72
8.94
N/A

Total Annual Operating Expenses—With Waiver:0.88% Without Waiver:0.88%
30-Day Standardized Yield (As of 9/30/15)—With Waiver: 1.95% Without Waiver: 1.93%

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.
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As of September 30, 2015 the fund’s Class A shares
5
-5.58 -6.96 -2.65 -4.31 -2.45 -1.77
0.00
received a traditional 3 star overall Morningstar
Rating™ and a load waived 4 star Morningstar
Rating™, measuring risk-adjusted returns against 78,
-10
70 and 42 U.S.-domiciled Convertibles funds over the
3 Mths*
YTD*
1 Yr
3 Yrs
5 Yrs
10 Yrs
Since Incept
3-, 5- and 10- year periods, respectively. A fund’s
Franklin Convertible Securities Fund—Class A Without
BofA Merrill Lynch All Total Return Alternatives U.S.
overall rating is derived from a weighted average of the
Sales Charge
Convertibles Index
performance figures associated with its 3-, 5- and
Calendar Year Returns As of September 30, 2015 (%)
10-year (if applicable) rating metrics.
56.76
Load waived Class A share Morningstar Ratings do not
49.72
58
include front-end sales charges and are intended for
investors who have access to such purchase terms
26.61
23.20 26.33
20.50
(e.g., fee-based programs and participants of a defined
13.39 15.66
12.15 15.35
8.34
6.93
4.34
contribution plan). Investors should contact their
0.91
-2.65 -4.31
-5.58 -5.59
-35.38-40.50 0.50 1.60
8
financial advisor to determine their eligibility to
purchase Class A shares without paying the sales
charge.
-42
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Sales Charge
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BofA Merrill Lynch All Total Return Alternatives U.S.
Convertibles Index

If the Fund's sales charge had been included, the returns would have been lower.

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 9/30/15)
Top Ten Holdings
% of Total

Issuer Name
1. ELECTRONIC ARTS INC

2.93

2. PALO ALTO NETWORKS INC

2.65

3. JARDEN CORP

2.29

4. LAM RESEARCH CORP

2.22

5. FOREST CITY ENTERPRISES INC

2.18

6. SALESFORCE.COM INC

2.16

7. ALLERGAN PLC

2.14

8. PROOFPOINT INC

2.14

9. TRULIA INC

2.12

10. T-MOBILE US INC

2.07

Total

22.88

Sector Weightings (% of Total)

Portfolio Allocation (% of Total)

Information Technology

41.09

Health Care

15.42

Consumer Discretionary

11.63

Industrials






6.25

Utilities

4.89

Consumer Staples

3.90

Cash & Cash Equivalents

3.66

Energy

3.37

Telecommunication Services

3.31

Convertible Bonds
Convertible Preferred
Cash & Cash Equivalents
Stocks

Ratings—Fixed Income (% of Total)
A

Financials

3.27

Materials

3.22

72.11
20.86
3.66
3.36

3.45

BBB

10.95

BB

12.48

B

7.18

CCC

1.58

C

0.05

D

0.01

NR

0

60.81

N/A
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Information is historical and may not reflect current or future portfolio characteristics. All portfolio holdings are subject to change.
Yield figures quoted should not be used as an indication of the income that has or will be received. Yield figures are based on the portfolio’s underlying holdings and do not represent a payout of the
portfolio. 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. If
listed, the NR category consists of ratable securities that have not been rated by an NRSRO; the N/A category consists of nonratable securities (e.g., equities). Cash and equivalents as well as
derivatives are excluded from this breakdown. As a result, the chart does not reflect the fund’s total net assets.
For information
related
toOnly.
the use
Portfolio
section,
please
see Explanatory
For
Professional
investor
Not to be distributed
to retail
investors.Notes.
Institutional
Use
Notonly.
forDiversification
Distribution
to the Public.
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PORTFOLIO CHARACTERISTICS (AS OF 6/30/15)
Price to Earnings

Fund

Price to Book Value

Fund

Weighted Average

16.39x

Weighted Average

2.03x

Median

20.34x

Median

2.34x

Market Capitalization (Millions USD)

Fund

Fund

Price to Cash Flow
Weighted Average

10.84x

Weighted Average

Median

13.15x

Median

19,556
5,549

Fund Measures
Premium

45.00%

Delta

48.19%

Gamma

0.36%

PERFORMANCE RISK STATISTICS - Class A
Modern Portfolio Theory (MPT) Statistics
(As of 9/30/15)
3 Years

5 Years

10 Years

7.76

10.18

13.72

Alpha

-0.69

-0.79

-0.69

Beta

0.93

0.93

0.91

Sharpe Ratio

1.12

0.79

0.34

-0.64

-0.61

-0.39

2.32

2.48

3.08

91.58

94.56

95.80

Performance Risk Statistics
Standard Deviation

Information Ratio
Tracking Error
R-Squared

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.
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%.
Delta: A measure of a convertible’s price sensitivity to changes in the underlying common stock price. Delta ranges from zero to 100%. A delta of zero indicates that the bond’s price does not move
when the underlying stock price changes. A delta of 100% indicates a direct relationship between the underlying stock and the bond.
Gamma: A measure of a convertible’s delta sensitivity to changes in the underlying common stock price. A relatively higher gamma indicates a greater increase in delta for a given increase in the
underlying stock price, which may offer the potential for a higher return on the convertible.
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.
Premium: The amount by which the convertible’s price exceeds its conversion value. As stock prices rise, the conversion premium typically declines.
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.
Beta, Information Ratio, R-Squared, and Tracking Error are measured against the BofA Merrill Lynch All Total Return Alternatives U.S. Convertibles Index.

For information
related
toOnly.
the use
Portfolio
section,
please
see Explanatory
For
Professional
investor
Not to be distributed
to retail
investors. Notes.
Institutional
Use
Notonly.
forCharacteristics
Distribution
to
the Public.
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Franklin Convertible Securities Fund—Class A
MARKET REVIEW

PERFORMANCE REVIEW AND CONTRIBUTORS TO PERFORMANCE

US equities retreated over the third quarter of
2015 amid heightened volatility spurred by
intensifying global growth worries, as well as
ongoing uncertainty about the path of US
monetary policy. Other challenges included a
deepening rout in commodities, tumbling Chinese
stock prices and an August decision to allow the
yuan to float more freely against other currencies,
effectively amounting to devaluation. Utilities
advanced while all nine other major US equity
sectors traded lower, particularly energy, materials
and health care. Large-capitalization stocks
generally declined less than mid-cap equities, both
of which performed better than the small-cap
universe. By investment style, value equities
collectively fell further than their growth-oriented
peers in the large-cap tier, while the inverse was
true for small-cap stocks. The mid-cap growth and
value categories fell in line with each other. The
United States held up better than most other
developed markets amid steep declines across
global equity markets. Meanwhile, emerging and
frontier markets bore the brunt of the selloff and
trailed US equities.

Performance Review

US stocks were supported by the upward thrust of
overall US economic output and accelerating
consumer spending activity, underscored by
multi-year peaks in home sales and construction,
rising retail and auto sales, and consumer
sentiment that climbed back toward January's
cyclical highs. Although unemployment hit a
post-recession low of 5.1% during the period,
there was a marked deceleration in job gains,
weakness in factory output and regional business
surveys, and waning export demand for American
goods and services. Gauges of worldwide
consumer inflation were at their lowest levels since
late 2009, having eased in both advanced and
emerging economies, and largely reflected the fall
in commodity prices and a stronger US dollar. The
Federal Reserve (Fed) cited tepid inflation and
headwinds from global economic and financial
conditions in its latest decision to leave its
benchmark rate unchanged near zero.

Third Quarter 2015

The fund's quarterly return, though negative, was better than the benchmark index's result. Our exposures to
two out of 10 sector allocations--consumer staples and utilities--supported absolute returns for 2015's third
quarter, though their contributions were modest. The fund maintained a fairly small exposure to consumer
staples companies, and our two related holdings traded higher, including top contributor Post Holdings.
Following a period of general declines throughout most of 2015's first half, utilities appeared to regain
investor attention over the third quarter due to their relatively attractive yields and traditionally defensive
characteristics, and as benchmark US government bond yields declined. Most related fund holdings
increased in value, including a strong advance for our position in Dominion Resources, which supplies
electricity and natural gas to several mid-Atlantic US states.
A handful of notable individual contributors also aided returns in the consumer discretionary and information
technology (IT) sectors. Gains for casino-hotel operator MGM Mirage and online discount travel services
provider The Priceline Group helped partially offset the adverse effects of several detractors within the
fund's consumer discretionary sector allocation. Meanwhile, IT-related returns were aided foremost by
network infrastructure and security specialist Verisign, video-game developer Electronic Arts, online
residential real estate site Trulia, and semiconductor chip manufacturing bellwether Intel. Other notable
contributors at the individual security level were spread across some of the fund's other sector allocations.
They included Omnicare (health care), which provides pharmacy and related services for elder care and
other specialized health settings, and mobile communication services provider T-Mobile US in the
telecommunication services sector.
Conversely, eight sector allocations declined in value and comprised the bulk of the fund's overall pullback
in the third quarter. Health care holdings were quite weak, with most sector positions falling in value.
Following strong gains compared to other major sectors during the first half of 2015, health care underwent
a third-quarter correction and finished eighth out of 10 major sectors in terms of broad US equity market
performance. Most biotechnology and pharmaceutical stocks--including major fund detractors BioMarin
Pharmaceutical, Pacira Pharmaceuticals and Jazz Investments (the latter of which is a holding company for
Jazz Pharmaceuticals)--sank even further than the health care sector as a whole as the markets grew
choppier in the latter half of the period. Toward quarter-end, the selloff accelerated due in part to heightened
media awareness surrounding complaints by some prominent US politicians over drug pricing and drug
manufacturers' business strategies, which many investors believed might trigger deeper government probes
into the matter. Outside the biotech/pharma space, our holdings in health equipment makers such as
Spectranetics, which designs and builds implanted cardiac devices (among other products), also gave up
some of the gains they made earlier in 2015. Brookdale Senior Living, which operates assisted-living and
nursing-care residences for senior citizens, was another major health care-related detractor over the
July-September span.
To a lesser extent, the IT, industrials, energy and materials sectors also hindered performance. Notably, all
holdings in the energy and materials sectors traded lower. In energy, the detractors were concentrated
among independent oil and gas exploration and production companies operating in US shale plays,
including notable detractor Chesapeake Energy. Meanwhile, declines in the fund's materials sector
allocation came from a wide range of companies that produce base metals, cement, finished steel, coal,
gold and rare earth minerals.
Most of the fund's IT-related holdings sold off during the three-month period, including semiconductor
equipment manufacturers such as Lam Research, which suffered through a period of tepid demand. In
general, returns in chipmaking and related industries have recently suffered from rising inventories amid
declining personal-computer sales, which have been hit by increased demand for substitute products like
smartphones and tablets. In addition, China's economic slump has been affecting the sales of a wide range
of electronics products.
Detractors in the industrials sector included United Technologies, a provider of high-technology products
and services to the aerospace and construction industries, and UTI Worldwide, a logistics provider of global
supply chain management solutions.
Portfolio Positioning
Under normal market conditions we buy primarily convertible securities and seek to remain close to fully
invested at all times. We believe that if we remain focused on our disciplined investment strategy and
assess individual issuers and security terms on a case-by-case basis by utilizing the equity and credit
analyses produced by our team of research analysts, we should be able to produce solid risk-adjusted
returns for our shareholders over the long term.
Outlook & Strategy

To construct portfolios capable of riding through periods of market difficulty and delivering over the longer
term, we leverage the bottom-up research of investment professionals across the Franklin Equity Group.
This approach focuses on identifying companies we believe can capitalize on secular trends to create
sustainable growth, regardless of the disparate pace of growth we see across global economies. We believe
the recent selloff in global equity markets could help mitigate one of the main overhangs for the equity and
convertible bond asset classes: a belief that stocks had gotten too expensive. The prospect of a Fed rate
hike was potentially another major overhang for global stock markets, though with financial conditions
tightening and stocks correcting recently, a move in interest rates may now be priced in as well. With such
concerns abating against a backdrop of broadly accommodative global monetary policy and excess liquidity,
conditions may be favorable for renewed equity strength. We are encouraged by our continued ability to
uncover what we see as bottom-up bargains in this type of environment. While correlations among equities
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)
have remained elevated and the environment is still excessively macro-driven, in our view, we have been
witnessing a growing divergence in policy trends and market/economic performance. Consequently, we
have seen widening spreads between, for example, developed and emerging markets, cyclical and
defensive sectors, and value and growth stocks. In fact, US and global value stocks appear to be on pace to
underperform growth stocks for a ninth consecutive year, a record dry spell for the style cohort. At
quarter-end, value generally traded at the cheapest level relative to growth since the height of the
Technology, Media and Telecom bubble in 2000, according to our analysis. Should such imbalances persist,
we expect opportunities to continue to arise for patient, disciplined investors to buy long-term business value
at a substantial discount.
New issuance in the convertible securities market has been quite impressive over the past two years or so,
in our view, widening our opportunity set within the asset class. This trend has been driven mainly by the
longer-term rise in equity prices that left companies to consider conversion prices that would be at or near
record highs on their stock, according to our analysis. The end result is that corporations seem to have
grown more comfortable issuing convertible securities as an alternative means of financing by taking
advantage of market conditions that can potentially lower their overall cost of capital below what it would be
if they issued only one class of debt and common stock. Lately, issuers have been coming from a diverse
mix of sectors, industries and market-capitalization sizes, which has widened our potential investment
universe.
We have begun to see the intermittent reappearance of higher US interest rates, and we anticipate that an
eventual, inevitable and more meaningful period of rising rates could drive more new issuance because
convertible securities tend to have a lower coupon than a company's straight debt would carry. Therefore,
when interest rates are higher on straight bonds, the generally lower rate for a convertible security can
become important to companies. Recently, there has been a growing focus on the Fed as the market braces
for an end of the central bank's near-zero interest-rate regime that has helped prop up the US economic
recovery. We believe a major interest rate-tightening cycle in the United States could have a positive impact
on the global convertible securities market. Convertible securities, because of their sensitivity to movement
in a company's common stock through the option to convert, tend to have a different reaction to rising rates
than straight bonds. When US interest rates assume an upward track for what we believe are the right
reasons--a healthier economy and improving corporate revenues and profits--the resulting environment of
solid corporate fundamentals, in our view, lends support to equity markets which, in turn, can support the
convertible securities market through the option to convert into common stock.
We have also witnessed the equity sensitivity, or delta, of the overall convertible securities market rising at
times during 2015 thus far, much as we have for the past few years. Using our strategy for managing
convertible securities, we intend to continue to focus on “balanced” convertibles. Now, as ever, there is a
broad spectrum of convertible products in the market: Some are equity-sensitive and tend to act like stocks,
some are “busted” and act much like bonds, while others have a balance of the two characteristics, which
we consider balanced convertibles. We think such balanced convertible securities can increase our
likelihood of capturing upside performance potential of the underlying equity with less downside risk.
Historically, convertible securities have had relatively high correlations to the stock market--when the stock
market has done well, they typically have, too. We will continue to construct a portfolio that helps investors
make use of convertibles, seeking to capture some of that market gain, but potentially with less risk. In
addition to offering an investment option that may make sense when interest rates assume an uptrend,
convertible securities offer several other potential benefits, including diversification (due to their distinct
risk/return profile as a separate asset class that has low or imperfect correlations to other asset classes),
current income (convertibles often provide more attractive income than stock dividends alone) and the
aforementioned upside participation while potentially hedging some stock market risk. The structure and
terms of individual convertibles vary, and we believe each merits thorough investigation using our consistent
process that leverages a deep research bench to identify opportunities. We expect our bottom-up research
to continue uncovering more companies with high-quality business models that we believe can capitalize on
secular trends to create sustainable growth.

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 Process
Balanced
We believe our bottom-up approach to investing in
“balanced” convertible securities, with their potential
for common stock price appreciation and reduced
downside risk from their fixed-income attributes, can
offer solid long-term results for our shareholders.

Fundamental
We seek to exploit a fundamental view that differs
from the “market consensus” regarding growth
potential or valuation.

INITIAL UNIVERSE
• 500+ convertible bonds and convertible preferred stocks1

HIGH YIELD AND
INVESTMENT GRADE CORPORATE TEAMS
• Conduct bottom-up, fundamental analysis
• Determine credit metrics outlook

EQUITY TEAM
• Conduct bottom-up, fundamental analysis
• Determine equity price appreciation potential

Diversified
We seek to invest in a diverse set of securities across
industry sectors and market capitalizations and styles.

CONVERTIBLE SECURITIES TEAM
• Overlay convertible research on fundamental analysis from fixed income and equity teams
• Seek balanced convertibles that we believe will provide solid long-term total return

Long Term
We seek financially strong companies with favorable
secular growth potential and sustainable competitive
advantages. We apply a long-term perspective
through the spectrum of market cycles.

CONSTRUCT PORTFOLIO
• Monitor fundamentals
• Create portfolio of approximately 60–75 securities

MONITOR PORTFOLIO
• Review fund holdings
• Portfolio Review Committee
• Conduct ongoing screening and risk management
• Review for sale if:
– Convertible is no longer balanced
– Fundamentals deteriorate
– Underlying common stock reaches price target
– Factors impacting security’s risk/return
characteristics warrant sale

1. Source: Morgan Stanley & Co., Inc.

INVESTMENT AND MANAGEMENT TEAM (AS OF 9/30/15)
Franklin Convertible Securities Fund Management Team
Alan Muschott, CFA
Matt Quinlan
Blair Schmicker, CFA

Years with Firm
17
9
8

Years Experience
17
20
11

WHAT ARE THE RISKS
All investments involve risks, including possible loss of principal. The fund may invest in high-yielding, fixed income securities. High yields reflect the higher credit
risk associated with these lower-rated securities and, in some cases, the lower market prices for these instruments. Interest rate movements may affect the fund’s
share price and yield. Bond prices generally move in the opposite direction of interest rates. As the prices of bonds in the fund adjust to a rise in interest rates, the
fund’s share price may decline. The fund may also invest in foreign securities, which involve special risks, including political uncertainty and currency volatility.
These and other risks are described more fully 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 Issuers: All portfolio holdings are subject to change. Holdings of the same issuer have been combined.
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.
BofA Merrill Lynch, used with permission.
On May 1, 1994, the fund implemented a Rule 12b-1 plan, which affects subsequent performance.
PORTFOLIO DIVERSIFICATION
Top Ten 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.
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.
Quality Allocation: Information is historical and may not reflect current or future portfolio characteristics. All portfolio holdings are subject to
change.
PORTFOLIO CHARACTERISTICS
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
Franklin
Templeton Investments. All rights reserved.
For Professional investor use only. Not to be distributed©to2015
retail
investors.
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