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“ We view periods of heightened market
volatility as opportunities for us to put
cash to work in some of our favorite
positions at improved valuations.”
MICHAEL HASENSTAB, PH.D.,
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Long-Term Opportunities Amid Volatility
Global financial markets, in general, continued to be positively influenced by
the pickup in growth in the United States, economic stabilization in China, and
the abundance of global liquidity from the Bank of Japan (BOJ) and European
Central Bank (ECB).
However, we have continued to see differentiations among specific emergingmarket economies; some have healthy current account and fiscal balances, with
large international reserves, while others struggle with deficits and economic
imbalances. We believe economies with healthier fiscal balances and stronger
growth prospects may continue to see currency appreciation over the long term,
while those with imbalances are more likely to face currency weakness and
economic strains.
The core of our strategy remains positioning ourselves to navigate a rising-rate
environment. Consequently, we have continued to position defensively with
regard to duration while actively seeking opportunities that can potentially offer
positive real yields without taking undue interest-rate risk. We favor countries
that have solid underlying fundamentals and policymakers who have stayed
ahead of the curve regarding fiscal, monetary and financial policy. We augment
this positioning with select opportunities in emerging markets and with
a number of currency strategies.
We continue to anchor our long-term views on fundamental analysis and
continue to seek opportunities to invest in positions that we think have good
long-term value potential.

Straight Talk on Templeton Global
Bond Fund is designed to help
strengthen your understanding of the
fund and its strategy. On the following
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The information provided is not a complete analysis of every material fact regarding any country, region, market, investment, or
strategy. Because market and economic conditions are subject to change, comments, opinions and analyses are rendered as of
December 2, 2014, and may change without notice. Holdings are subject to change. 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.
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Our Current Outlook
We strive to identify economic imbalances that may lead to opportunities across three sources
of potential alpha—curve, currency and credit. The table below outlines our views on each
as of December 2014.
CURVE (INTEREST RATES/DURATION)
Depending upon a country’s economic
conditions, changing interest rate
expectations may be on the horizon.

OUTLOOK

We have continued to position ourselves to manage
interest rate risks that we expect from the combination
of historically low interest rates and easy monetary
policy in the G-3, rising price pressures emanating
from China and global demand that we believe is far
from collapsing. As a result, we maintain a defensive
stance on interest rates/duration exposure.

CURRENCY
Identifying economies with positive
dynamics in their external balances,
relative purchasing power, inflation,
fiscal sustainability or growth can offer
potential opportunities for currency
appreciation.

OUTLOOK

Many emerging market countries have offered higher
short-term interest rates and had undervalued
currencies, in our opinion. Asia ex-Japan looks
reasonably strong to us as do select economies
in Latin America and Europe. We believe credit
conditions have remained favorable in these
regions given their low levels of debt and relatively
stronger growth rates. We favor those countries with
policymakers who have stayed ahead of the curve
regarding fiscal, monetary and financial policy.

SOVEREIGN CREDIT
Sovereign credit of countries with
improving fundamentals and attractive
yields can be another source of
potential return.
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OUTLOOK

We believe strong relative fundamentals support select
sovereign credits from both a spread compression and
yield standpoint.
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Regional Themes
December 2014

Below are key regional
themes that have been
identified through the
investment team’s analysis
of global macro dynamics
as well as country-specific
research.

EUROPE

US

Questions in the Eurozone have shifted to how to generate
growth.

Likelihood for higher interest rates due to better economic
activity.

• In Europe, economic data continued to be mixed with a persistent lack
of inflation.

•T
 he US Federal Reserve (Fed) ended its bond-buying program in
October but maintained extraordinarily low interest rates.

•W
 e anticipate that low growth and low inflation will likely continue
for quite a while; thus, we continue to expect further monetary-easing
measures from the European Central Bank (ECB).

•G
 lobal financial markets continued to be positively influenced by the
pickup in growth in the United States.

•T
 he ECB’s renewed commitment to increase the size of its balance
sheet will likely maintain weakening pressure on the euro, in our view.

•W
 e remain positioned for a rising interest-rate environment and have
continued to maintain a defensive duration stance while aiming at
a negative correlation with US Treasury returns.

EMERGING MARKETS

CHINA

Individual country fundamentals will increasingly become key
determinants of emerging market performance, in our view.

We believe moderating growth and market reforms in China are
positive signs.

• We continue to see differentiation among specific emerging-market
economies; some have healthy current account and fiscal balances,
with large international reserves, while others struggle with deficits and
economic imbalances.

•C
 hina concluded 2014 with reasonable growth of 7.4% – down slightly
from its 7.5% target earlier in the year.

• A strengthening economy in the United States, along with the
likelihood for higher US interest rates, may increasingly magnify the
fundamental differences between healthy and vulnerable economies,
potentially leading to the protraction of their respective currencies’
appreciating or depreciating trends.
•G
 lobal liquidity remains abundant. Signs continue to point to easy
monetary policy from the Bank of Japan (BOJ) and European Central
Bank (ECB). Several emerging markets, particularly those in Asia, have
begun to feel the effects of Japanese quantitative easing.

•C
 hina’s economy is much larger today than it was in the recent past.
Even a 7.0% growth rate has a much larger effect on global aggregate
demand compared with China’s higher growth rates from 10 years ago,
when it was growing at 10–12%.
•W
 e estimate that consumption is close to 60% of GDP and rising –
consumption has been the real anchor of growth.1
•W
 e believe China’s rapid urbanization process will necessitate
investment and development. Planned infrastructure investments could
somewhat offset the negative drag on growth from excess capacity in
the real estate sector.

•S
 elect economies in Asia ex-Japan and Latin America have offered
higher short-term interest rates and had attractively valued currencies,
in our opinion.

1. Estimate calculations by Franklin Templeton Investments.
franklintempleton.com
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Fund Positioning
Consistent with the regional themes outlined on the previous page, you’ll see the fund’s managers
have positioned the fund to potentially benefit from the strong growth dynamics in non-Japan
Asia. Similarly in line with the team’s perspective on Europe, the fund has a significant allocation
to peripheral (or non-EMU2) Europe, including countries such as Poland and Hungary due to their
attractive fundamentals.
Templeton Global Bond Fund

Region

Geographic Allocation3 % (As of March 31, 2015)
Asia, Non-Japan

32.10

Americas

32.10

US Dollar

13.73

Malaysia

Country

95.49
72.88

Non-USA Americas

6.82

22.61

Singapore

3.43

Mexican Peso

India

3.06

Brazilian Real

4.19

2.80

Chilean Peso

2.85

Indonesia
Philippines

1.16

Sri Lanka

1.10

Peru Nuevo Sol

Europe/Africa
19.61

0.81

Singapore Dollar

Russia

0.73

Indian Rupee

Iceland

0.30

Republic of Serbia

EMU

Indonesian Rupiah

6.42
2.70

Portugal

1.65

Ireland

1.41

Slovenia
Americas
Non-USA Americas

8.08
5.53
2.80

Philippine Peso

1.32

Sri Lanka Rupee

1.10

Periphery Europe/E. Europe

13.56

Polish Zloty

9.27

Mexico
4.19

Hungarian Forint

0.10

Peru

13.17

Europe/Africa -21.58

12.59

Brazil

18.25

Japanese Yen -24.18

0.65

Lithuania

50.27

Malaysian Ringgit

1.97

Ukraine

26.09

South Korean Won

7.21

Hungary

0.10

Asia, Non-Japan

8.60

Poland

15.47

Asia

26.03

Non-EMU Europe/Africa

Cash and Cash Equivalents

Currency Allocation3 % (As of March 31, 2015)

Asia
South Korea

Sub-region

11.87
8.83
3.03

Euro -33.45

USA -0.97
United States -0.97
Supranational4

0.29

Other

7.01
21.99

Cash and Cash Equivalents
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2. EMU countries consist of Austria, Belgium, Cyprus, Estonia, Finland, France, Germany, Greece, Ireland, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Portugal, Slovakia, Slovenia and Spain.
3. As of 3/31/15. Portfolio holdings may change. Figures 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. For the fund’s most recent portfolio information, please call Franklin Templeton Investments at (800) DIAL BEN/342-5236 or visit
franklintempleton.com.
4. A supranational is an entity formed by two or more central governments through international treaties to promote economic development for the member countries.
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Yield Curve Positioning
As discussed previously, the investment team sees interest rate risks coming from a combination of
historically low interest rates, easy monetary policy in the G-3, rising price pressures originating from
China and resilient global demand. For this reason, the managers have attempted to help cushion the
fund from rising yields (and the corresponding decline in prices), with an average duration of less
than half of its benchmark and no exposure to US Treasuries or Japanese government bonds as of
March-end.5
The fund’s average duration was significantly lower than the benchmark,
while the yield to maturity was significantly higher

Templeton Global Bond Fund Average Duration and Yield to Maturity vs.
Citigroup World Government Bond Index
As of March 31, 2015
Average Duration

Templeton Global Bond Fund

0.15 years

Citigroup World Government Bond Index8

7.42 years

5

6

Yield to Maturity

3.74%7
0.90%

“ Taking an unconstrained approach to global fixed income
investing provides us with the ability to position defensively
with regard to interest-rate risk while capitalizing on
opportunities around the globe.”
SONAL DESAI, PH.D., Portfolio Manager

5. As of 3/31/15. Portfolio holdings may change. For the fund’s most recent portfolio information, please call Franklin Templeton Investments at (800) DIAL BEN/342-5236 or visit
franklintempleton.com.
6. Duration shown is the option-adjusted duration. Duration is an indication of a fund’s sensitivity to changes in interest rates. The option-adjusted duration formula takes into account
embedded call options and redemption features that impact a bond’s expected cash flow, and thus its interest rate sensitivity. Figures reflect certain derivatives held in the portfolio (or their
underlying reference assets).
7. Not representative of the amount of income shareholders can expect to receive from the fund. Yield to maturity (YTM) is the rate of return anticipated on a bond if it is held until the maturity
date. The calculation of YTM takes into account the current market price, par value, coupon interest rate and time to maturity. For a fund, this represents the weighted average yield to maturity
of the portfolio’s holdings.
8. Source: Morningstar. See www.franklintempletondatasources.com for additional data provider information. Past performance is no guarantee of future results. Indexes are unmanaged and
one cannot invest directly in an index.
franklintempleton.com

Straight Talk on Templeton Global Bond Fund

5

How We Identify Drivers of Return
The fund seeks current income, with capital appreciation and growth of income. The fund invests
predominantly in bonds issued by governments and government agencies in both developed and
emerging markets around the world. Below investment grade bond exposure is limited to no more
than 25% of total assets.

Long-Term, Fundamentally Driven Investment Focus
The focus of our investment process is on fundamental research to identify long-term opportunities
and to use short-term market inefficiencies to build positions in such investments.

Unconstrained Approach
The portfolio is run independently of its benchmark, allowing the managers to hold only the positions
they believe have the best potential to maximize risk-adjusted returns.

Identification of Economic Imbalances That May Lead to
Value Opportunities in Three Distinct Areas
Sources of Potential Alpha9

• Interest Rates/Duration (or Curve)
• Currency
• Sovereign Credit

These sources of potential alpha are also referred
to as the Three Cs: CURVE, CURRENCY AND CREDIT.

The team seeks to precisely identify curve, currency and sovereign credit exposures that reflect
the most attractive use of the strategy’s risk budget, regardless of the benchmark allocations. These
exposures are then isolated and analyzed to ensure that only the most attractive opportunities are held.
Investment Process—Global Interest Rate, Currency and Sovereign Credit Positioning
GLOBAL
RESEARCH

SOURCES
OF VALUE

PORTFOLIO CONSTRUCTION
AND IMPLEMENTATION

In-Depth
Country Analysis

INTEREST RATE IDEAS

PM Team
Best Execution

Macro Models/
Analysis

CURRENCY IDEAS

TEMPLETON
GLOBAL BOND
FUND

Trading
Risk Analysis

Local Asset
Management
Perspectives

SOVEREIGN CREDIT IDEAS

Feedback

Risk Modeling

Feedback

Review/
Performance
Attribution

9. Alpha is a measure of a portfolio’s return in excess of the market return, after both have been adjusted for risk.
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Results—A Record of Outperformance
The Fund (Class A) Has Consistently Outperformed Its Benchmark
over Longer Time Periods
Having the flexibility to invest globally in any country or currency allows the Templeton Global Bond
Fund investment team to take advantage of opportunities in interest rates, currencies and sovereign
credits worldwide, and the results speak for themselves.
Over the past 10 years, Templeton Global Bond Fund–Class A outperformed its benchmark, the
Citigroup World Government Bond Index, 120 out of 120 monthly rolling 3-year periods, as illustrated
in the chart below.
Templeton Global Bond Fund–Class A Returns vs. Citigroup World Government Bond Index10

Monthly Rolling 3-Year Returns (Without Sales Charge)11
10-Year Period Ended March 31, 2015
Templeton Global Bond Fund–Class A

Templeton Global Bond Fund–
Class A outperformed the
Citigroup World Government
Bond Index 120 out of 120
monthly rolling 3-year periods.

20%

OUTPERFORMED
15%

10%

5%

0%

UNDERPERFORMED
-5%
-5%

0%

5%

10%

15%

20%

Citigroup World Government Bond Index

If the 4.25% sales charge had been included, fund returns would have been lower.
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/342-5236 or visit franklintempleton.com for the most recent
month-end performance.

10. Source: © 2015 Morningstar, Inc. See www.franklintempletondatasources.com for additional data provider information. Indexes are unmanaged and one cannot invest directly in them.
11. Annualized rolling periods are plotted on a monthly basis. The leading diagonal line links points of return for the index (lower axis). For every point of return along this line there is
a corresponding return for the fund represented by the blue square (left axis). Any point above the line represents fund outperformance relative to the index for that period. Any point below the
line represents fund underperformance relative to the index for that period.
franklintempleton.com

Straight Talk on Templeton Global Bond Fund

7

HHHH

Morningstar ratingTM

As of May 31, 2015, the fund’s Class A shares received a 4-star overall Morningstar Rating™,
measuring risk-adjusted returns against 309, 229, and 138 US-domiciled World Bond funds
for the 3-, 5-, and 10-year periods, respectively. The fund received Morningstar Ratings of
4, 3, and 5 stars for the 3-, 5-, and 10-year periods, respectively. A fund’s overall rating is
derived from a weighted average of the performance figures associated with its 3-, 5-, and
10-year (if applicable) rating metrics.12

Templeton Global Bond Fund13

Average Annual Total Returns
As of March 31, 2015
1-Year

5-Year

10-Year

Since Inception
(9/18/1986)

1.03%

4.47%

7.60%

7.93%

Class A With Maximum 4.25% Sales Charge14

-3.25%

3.58%

7.14%

7.77%

Citigroup World Government Bond Index15

-5.50%

1.42%

3.09%

6.31%

Class A Without Sales Charge14

As of May 31, 2015
Total Annual Operating Expenses

30-Day Standardized Yield16

Distribution Rate17

Share Class

Share Class

Class A

13

Class A

Without Waiver With Waiver

0.91%

0.90%

Class A

Without Waiver With Waiver

2.08%

2.77%

2.10%

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/342-5236 or visit franklintempleton.com for the fund’s most recent month-end performance.

For more information on Templeton Global Bond Fund, please contact your financial advisor.
WHAT ARE THE RISKS?

All investments involve risks, including possible loss of principal. Currency rates may fluctuate significantly over short periods of
time and can reduce returns. Derivatives, including currency management strategies, involve costs and can create economic leverage
in the portfolio which may result in significant volatility and cause the fund to participate in losses (as well as enable gains) on an
amount that exceeds the fund’s initial investment. The fund may not achieve the anticipated benefits and may realize losses when
a counterparty fails to perform as promised. The markets for particular securities or types of securities are or may become relatively
illiquid. Reduced liquidity will have an adverse impact on the security’s value and on the Fund’s ability to sell such securities when
necessary to meet the Fund’s liquidity needs or in response to a specific market event. Foreign securities involve special risks,
including currency fluctuations and economic and political uncertainties. Investments in emerging markets involve heightened risks
related to the same factors, in addition to those associated with these markets’ smaller size and lesser liquidity. Investments in lowerrated bonds include higher risk of default and loss of principal. Changes in interest rates will affect the value of the fund’s portfolio
and its 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 is also non-diversified, which involves the risk of
greater price fluctuation than a more diversified portfolio. Changes in the financial strength of a bond issuer or in a bond’s credit
rating may affect its value. These and other risk considerations are discussed in the fund’s prospectus.
12. Morningstar® 5/31/15. For each fund with at least a 3-year history, Morningstar calculates a risk-adjusted return measure that accounts for variation in a fund’s monthly performance (including
the effects of all sales charges), placing more emphasis on downward variations and rewarding consistent performance. The top 10% of funds in each category receive a Morningstar RatingTM of
5 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars, the next 22.5% received 2 stars, and the bottom 10% receive 1 star. Each share class is counted as a fraction of one fund and
rated separately. Past performance does not guarantee future results. Morningstar RatingTM is for Class A shares only; other share classes may have different performance characteristics.
13. 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.
14. Class A: on 1/1/93, the fund implemented a Rule 12b-1 plan, which affects subsequent performance. The fund offers other share classes, subject to different fees and expenses that will affect their performance.
15. Source: © 2015 Morningstar, Inc. All rights reserved. See www.franklintempletondatasources.com for additional data provider information. Indexes are unmanaged and one cannot invest
directly in an index.
16. 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.
17. Based on the annualization of the fund’s May 2015 dividend and maximum offering price per share on 5/31/15.
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Franklin Templeton Investments
Gain From Our Perspective®

At Franklin Templeton Investments, we’re dedicated to one goal: delivering exceptional asset
management for our clients. By bringing together multiple, world-class investment teams in a single
firm, we’re able to offer specialized expertise across styles and asset classes, all supported by the
strength and resources of one of the world’s largest asset managers. This has helped us to become
a trusted partner to individual and institutional investors across the globe.

Focus on Investment Excellence
At the core of our firm, you’ll find multiple independent
investment teams—each with a focused area of expertise—
from traditional to alternative strategies and multi-asset
solutions. And because our portfolio groups operate
autonomously, their strategies can be combined to deliver
true style and asset class diversification.
All of our investment teams share a common commitment
to excellence grounded in rigorous, fundamental research
and robust, disciplined risk management. Decade after
decade, our consistent, research-driven processes have
helped Franklin Templeton earn an impressive record of
strong, long-term results.

Global Perspective Shaped by Local Expertise
In today’s complex and interconnected world, smart
investing demands a global perspective. Franklin Templeton
pioneered international investing over 60 years ago, and

18. As of 3/31/15. Clients are represented by the total number of shareholder accounts.

our expertise in emerging markets spans more than
a quarter of a century. Today, our investment professionals
are on the ground across the globe, spotting investment
ideas and potential risks firsthand. These locally based
teams bring in-depth understanding of local companies,
economies and cultural nuances, and share their best
thinking across our global research network.

Strength and Experience
Franklin Templeton is a global leader in asset
management serving clients in over 150 countries.18
We run our business with the same prudence we apply
to asset management, staying focused on delivering
relevant investment solutions, strong long-term results
and reliable, personal service. This approach, focused on
putting clients first, has helped us to become one of the
most trusted names in financial services.

Franklin Templeton Distributors, Inc.
One Franklin Parkway
San Mateo, CA 94403-1906
(800) DIAL BEN® / 342-5236
franklintempleton.com
Franklin Templeton Investments
Your Source for:
• Mutual Funds
• Retirement
• 529 College Savings Plans
• Separately Managed Accounts

Templeton Global Bond Fund Symbols:
Class A: TPINX
Class C: TEGBX
Class R: FGBRX
Class R6: FBNRX
Advisor: TGBAX

This brochure must be preceded or accompanied by a Templeton Global Bond Fund summary prospectus and/or prospectus. Please
read a prospectus carefully before you invest or send money. Investors should carefully consider a fund’s investment goals, risks,
charges and expenses before investing. The fund’s performance will be updated each quarter with standardized figures and ranking
information, if quoted.
© 2015 Franklin Templeton Investments. All rights reserved.
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