Franklin Founding Funds Allocation Fund
—Class A
Product Profile

FUND CHARACTERISTICS
(AS OF 12/31/15)
NASDAQ Symbol
FFALX
Fund Inception Date
8/15/03
Dividends
Semiannually
Investment Style
Asset Allocation
Benchmark
S&P 500 Index
Lipper Classification
Mixed-Asset Target
Alloc Growth Funds
Morningstar Category™
Aggressive Allocation
Total Net Assets—All Share
4,941 million
Classes
Number of Holdings
5
Maximum Initial Sales Charge
5.75%

Fourth Quarter 2015

FUND DESCRIPTION

Franklin Founding Funds Allocation Fund seeks capital appreciation through a diversified, value oriented
approach - investing in a fixed allocation of three Franklin Templeton mutual funds that specifically target
stocks and bonds trading at a discount to their true worth. The fund seeks income as a secondary goal.

PERFORMANCE DATA
Average Annual Total Returns for Periods Ended December 31, 2015 (%)
3 Mths*
-3.25
2.69
7.04
5.62

With Sales Charge
Without Sales Charge
S&P 500 Index
MSCI World Index

YTD*
-11.56
-6.18
1.38
-0.32

1 Yr
-11.56
-6.18
1.38
-0.32

3 Yrs
4.01
6.08
15.14
10.24

5 Yrs
5.19
6.45
12.57
8.20

10 Yrs
3.66
4.28
7.31
5.56

Since Incept
(8/15/03)
5.46
5.96
8.23
7.81

Total Annual Operating Expenses—0.99%
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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*Cumulative Total Returns.
For information related to the “Fund Characteristics” 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 12/31/15)
Underlying Funds' Top Equity Holdings
Issuer Name

% of Total

IFT MONEY MARKET PORTFOLIO

Portfolio Allocation

9.40

MICROSOFT CORP

3.43

MERCK & CO INC

2.49

APPLE INC

2.40

ELI LILLY & CO

2.36

MEDTRONIC PLC

2.28

WHITE MOUNTAINS INSURANCE GROU

2.15

ROYAL DUTCH SHELL

1.55

CISCO SYSTEMS INC

1.53

TIME WARNER CABLE INC

1.48

%
Franklin Mutual Shares Fund
Franklin Income Fund
Templeton Growth Fund Inc
Cash & Cash Equivalents

33.15
33.11
33.02
0.72

PERFORMANCE RISK STATISTICS - Class A
Modern Portfolio Theory (MPT) Statistics
(As of 12/31/15)
Performance Risk Statistics

3 Years

5 Years

10 Years

9.98

11.36

14.19

Alpha

-6.52

-4.66

-2.30

Beta

0.89

0.93

0.90

Standard Deviation

Sharpe Ratio
Information Ratio
Tracking Error
R-Squared

0.61

0.56

0.22

-2.47

-1.66

-0.71

3.66

3.69

4.27

87.84

89.95

91.93

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.
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.
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.

For information related to the “Portfolio Diversification” section, please see Explanatory Notes.
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MARKET REVIEW

PERFORMANCE REVIEW AND CONTRIBUTORS TO PERFORMANCE

Global equity markets rose in 2015's fourth
quarter, with developed-market equities
outperforming their emerging-market peers. By
region, stocks in the United States and Japan
advanced and outperformed global equities, while
European equity markets lagged global equities.
Uncertainty about the US Federal Reserve's
(Fed's) monetary policy faded over the quarter,
and hopes for additional stimulus measures from
key global central banks further supported
markets. US economic growth for 2015's third
quarter was revised downward slightly, although
US housing data and retail sales improved in the
fourth quarter. At its December meeting, the Fed
increased its federal funds target range, as
committee members noted a considerable
improvement in the US labor market and were
reasonably confident that inflation will strengthen.
During the same month, the European Central
Bank reduced its bank deposit rate but maintained
its key lending rate, and the announcement was
widely regarded as disappointing.

Performance Review

Japan's economy expanded in the third quarter as
capital expenditures improved. At its December
monetary policy meeting, the Bank of Japan
decided to increase its exposure to long-term
government bonds and add to its program of
exchange-traded fund purchases.
Among emerging markets, China's third-quarter
economic growth slowed from the previous
quarter, despite the central bank's stimulus
measures. The People's Bank of China reduced its
benchmark interest rate and the reserve
requirement ratio for banks to boost the country's
slowing economy. In Latin America, Brazil's
economy contracted in the third quarter, and the
country's central bank raised its inflation forecast
and projected a contraction in economic growth for
fiscal-year 2016.

Fourth Quarter 2015

Franklin Income Fund
Equity Analysis
The fund continued to offer a substantial yield during the quarter, while absolute total return was aided
foremost by strong gains in the industrials and information technology sectors, followed by more modest
contributions from health care and materials holdings. Many industrials holdings bounced back solidly from
summer lows; internal business restructurings have been helping select industrial bellwethers such as
General Electric, which was the fund's leading overall contributor for the quarter. Increased new orders and
an uptick in geopolitical conflicts supported gains for several positions in major aerospace and defense
contractors, led by Raytheon. Information technology-related contributors were concentrated among large
US tech bellwethers such as Microsoft and Intel, both of which enjoyed sizable three-month returns.
Johnson & Johnson topped the list of health care-related contributors, followed by global pharmaceuticals
manufacturer Merck. In the materials sector, leading chemical conglomerates were the primary supporters,
and industry titans Dow Chemical and Du Pont were among the contributors that had significant three-month
gains. The two companies agreed to combine in a merger of equals pegged at $120 billion. Plans outlined in
the deal showed how they will seek to spin off into three separate, publicly traded companies focused on
agriculture, materials and specialty products, all without paying capital gains taxes.
Overall returns in the energy sector would have been much better if not for steep declines across virtually all
commodity-linked equity holdings in the oil and gas exploration and production (E&P) industry, including
Anadarko Petroleum. Our materials sector exposures to large, diversified metals and mining companies
such as BHP Billiton, Rio Tinto and Freeport-McMoRan also proved detrimental. Commodities prices, in
general, fell broadly and deeper into bear market territory as a global supply glut sent crude oil prices
tumbling to multi-year lows, tepid global inflation dimmed the allure of precious metals, and weak Chinese
demand impacted a wide range of raw-materials prices, base metals in particular. Energy and raw materials
producers were pressured broadly by imbalances in the market as excess supply continued to outpace
consumer/industrial demand. Energy-related commodities had the steepest selloff in 2015, and all precious
and industrial metals traded broadly lower as well. Losses in commodity markets were compounded by the
value of the trade-weighted US dollar, which soared to a 13-year high.
Fixed Income Analysis
Throughout the fourth quarter, the high-yield bond market featured a sharp selloff in those industries with
poor pricing power and mounting defaults for the most financially stressed issuers. Defaults crept higher
after several years near historically low levels as new bond sales stalled and companies with
below-investment-grade credit ratings struggled to refinance their debts. High-yield spreads versus
benchmark US Treasuries rose to levels that have historically been consistent with a recession, due
primarily to the rout in commodities (focused on oil and natural gas), soft top-line growth, and concerns over
both liquidity and overseas growth. In this environment, the high-yield corporate debt segment of the market
had its first annual decline since 2008 as investors feared borrowing costs might cause a spike in defaults.
The energy sector was the primary driver of high-yield weakness.
Within the portfolio, the steepest declines in value were evident in bonds rated CCC or below, though
retreats were fairly widespread across the entire credit spectrum. The fund's fixed income portfolio
emphasizes lower-quality bonds, which helped to boost the overall yield but also caused the fund to struggle
in terms of total return throughout the fourth quarter, due in part to our positions in the hard-hit energy
sector. Detractors from the group were focused on the debt of E&P firms, including Chesapeake Energy,
HalÄ‡on Resources, California Resources, SandRidge Energy, Stone Energy, Rex Energy and Sanchez
Energy. Several of these companies were looking to restructure some of their debt so they could maintain
the ability to borrow money at reasonable terms in order to raise cash to retire debt and pay for new
infrastructure. Several communications sector bonds sold off (including key detractor iHeart
Communications), as did nearly all electric utility industry bonds. There were few significant bond
contributors during the period, though most of our holdings in banking and certain other industries had a
relatively strong quarter.
Franklin Mutual Shares Fund
During the quarter, two of the fund's largest contributors to absolute performance were Microsoft and
Medtronic. In October, global software firm Microsoft reported quarterly results that topped consensus
estimates, due to a combination of better-than-expected revenues and a year-over-year decline in operating
expenses. The results indicated strength in the adoption of its new Windows 10 operating system. In
addition, Microsoft's focus on server products and cloud computing services appears to be gaining
momentum as the company reported solid revenue growth from its Azure and Windows Server businesses.
We believe Microsoft's server products and cloud computing business have substantial room to grow at
attractive margins.
Medical device maker Medtronic reported better-than-expected quarterly results in early December, with
strength across all business segments. Sales and operating profits were solid, but partially offset by a
negative currency impact. Medtronic also stated that its integration of Covidien--an acquisition completed in
January 2015--was proceeding well and realized synergies were in line with its prior expectations. We
believe the company is on track to meet its target of $850 million of synergy-related savings within three
years. In late September, Medtronic stated that it would repatriate more than $9 billion in cash for use in the
United States. The company suggested the funds will go toward paying down debt and accelerated share
buybacks, which was received positively by the market.

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)
In contrast, two of the fund's largest detractors were Macy's and Marathon Oil. The stock price of Macy's
plunged in November after the company announced that it will continue to explore real estate transactions
on a one-off basis rather than place its property assets into a real estate investment trust. In November, the
company reported quarterly sales that fell short of consensus estimates, due in part to unseasonably warm
weather and a slowdown in international visitors, causing the company to trim its 2015 full-year guidance.
Marathon Oil is an oil and gas exploration and production company. The company's stock price closely
followed the decline in the price of crude oil. In October, Marathon Oil announced a dividend cut--a move
that preserves capital and puts the company's capital allocation policies more in line with its exploration and
production peer group. We believe the dividend cut may allow for a smaller reduction in capital spending
and a corresponding improvement in its production profile, which we welcome given the returns we believe
are available from the company's resource base. The company also announced a significant reduction in its
deepwater exploration program, another action that we welcomed given the program's lackluster returns in
recent years. We continue to believe that Marathon Oil's relatively low-cost assets will enable it to weather
the current downturn and to potentially generate favorable returns when the environment improves.
Templeton Growth Fund
The fund delivered solid absolute gains for the quarter but trailed the return of its benchmark, the MSCI
World Index.
Weakness among consumer discretionary holdings was a notable relative detractor during the quarter.
UK-based home improvement retailer Kingfisher slumped as weaker-than-expected sales in France offset
domestic gains and contributed to earnings that fell short of analyst expectations. Despite ongoing
macroeconomic and company-specific execution risks, Kingfisher's new management is embracing a
shareholder-friendly restructuring strategy, and we believe the stock offers additional upside potential from
recent valuation levels over the intermediate term. Stock-specific weakness in the industrials sector also
detracted from relative returns.
Turning to contributors, strong stockpicking in the health care sector supported relative performance. One of
the quarter's top contributors was US biotechnology giant Amgen. The company's shares rebounded from
one-year lows after improving sales drove earnings results that exceeded analyst expectations and
contributed to management's decision to upgrade full-year forecasts. The company is in the midst of a major
transformation; while Amgen still offers the cash flow generation and shareholder return propositions that
first attracted us to the stock, it appears to be engineering a new leg of outsized growth potential, led by
resilient mature products, savvy acquisitions and success in turning biosimilar threats into opportunities.
These positive factors are in addition to what we view as future revenue prospects embedded in the
company's industry-leading research and development pipeline. Amgen is an excellent example of the type
of biotechnology company we favor: a lowly valued firm with strong cash-generating ability and an innovative
pipeline offering products with limited competitive threats or demonstrable advantages over existing
therapies. Stockpicking among information technology holdings also buoyed relative returns.
Portfolio Positioning
Franklin Income Fund: As we look across the capital structure for opportunity, we have begun to purchase
more fixed income securities lately, while selling and/or de-emphasizing equity investments for the portfolio,
even though equities remained the fund's largest asset allocation. This late-2015 shift was based primarily
on a premise of increased breadth of opportunity for attractive yield in the fixed income universe in 2016,
particularly when compared to yields offered in equity markets. Overall, the fund's equity allocation at the
end of 2015 was 61.8% of total holdings versus 34.1% for fixed income securities. For comparison, these
positions were 57.1% and 41.4%, respectively, at year-end 2014. The fund's largest period-end equity
allocations were energy, utilities and industrials. Our largest exposures in fixed income were
communications, energy and banking.
Franklin Mutual Shares Fund: At the conclusion of the fourth quarter, the fund's investment in equities was
80.8% while the level of cash and cash equivalents stood at 7.5%. In addition, 75.6% of foreign securities
exposure was hedged back to the US dollar at quarter-end. The fund initiated or added to a few select
positions during the period under review including a large energy company. In our view, the risk-reward
profile of the company greatly improved in recent months as the stock price declined along with the price of
crude oil and the company announced certain actions in order to strengthen its balance sheet. Likewise, we
exited a couple of positions, including Apple. The stock price of Apple approached our estimate of fair value.
Compared to its benchmark index, the fund continued to have a meaningful overweight in financials and
sizable underweights in information technology and industrials.
Templeton Growth Fund: During the quarter, the fund's largest overweight sectors included energy and
health care, while its underweight sectors included consumer staples and industrials. The fund had no
exposure to the utilities sector.
Outlook & Strategy
A critical lesson that we and the underlying investment managers have learned through decades of investing
in global equity markets is that returns generally tend to accrue to value strategies intermittently, with
long-term performance a journey of peaks and valleys, setbacks and breakthroughs. The value managers
for the fund buy on market pessimism, and the market can remain at odds with our portfolios for a
considerable stretch of time. But empirical evidence shows that historically when the value cycle has turned,

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)
it has often done so swiftly and abruptly. We think being properly positioned for these turns is essential to
potentially capturing the long-term benefits of the value investment discipline. At the onset of 2016, we are
witnessing historic extremes in the discount afforded to value relative to growth, quality and safety. While
this environment has been (and may remain) painful to value investors like us for some time, we believe the
eventual normalization of these extremes represents the most compelling opportunity in equity markets
today, and our portfolios are positioned accordingly.

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
Philosophy
Through an equal allocation to the following underlying funds—Franklin Income Fund, Templeton Growth Fund and
Franklin Mutual Shares Fund—this combination provides diversification and an automatic rebalancing feature to help
maintain equal exposure to three distinct investment strategies in any market environment.

Process
The Fund will invest equal portions in shares of the three underlying funds, providing a cost-effective
means of allocating assets across different investment advisors and types of investments.
• Franklin Income Fund focuses on undervalued dividend-paying stocks and bonds across a wide range of industries.
• Templeton Growth Fund searches worldwide for stocks selling at low prices relative to manager’s appraisal of value.
• Franklin Mutual Shares Fund seeks to invest primarily in undervalued stocks, and to a lesser extent, distressed
securities and merger arbitrage.

INVESTMENT AND MANAGEMENT TEAM (AS OF 12/31/15)
Franklin Founding Funds Allocation Fund Management Team
T. Anthony Coffey, CFA
Franklin Templeton Solutions
Portfolio Managers
Research Analysts
Additional Resources
Research Technology Group
Global Research Library

Years with Firm
26
Number of Members
17
62

Years Experience
26
Average Years Experience
21
11

Global Trading Platform
Performance Analysis and Investment Risk
Group

Global Portfolio Compliance Group

WHAT ARE THE RISKS
All investments involve risks, including possible loss of principal. Because the fund invests in underlying funds that may engage in a variety of investment
strategies involving certain risks, Franklin Founding Funds Allocation Fund is subject to these same risks. Stock prices fluctuate, sometimes rapidly and
dramatically, due to factors affecting individual companies particular industries or sectors, or general market conditions. Bonds are affected by changes in interest
rates and the credit worthiness of their issuers. Bond prices generally move in the opposite direction of interest rates. Thus, as the prices of bonds adjust to a rise
in interest rates, the fund's share prices may decline. Higher-yielding, lower-rated corporate bonds entail a greater degree of credit risk compared to investment
grade securities. Foreign investing carries additional risks such as currency and market volatility and political or social instability, risks which are heightened in
developing countries. Value securities may not increase in prices as anticipated or may decline further in value. These and other risks 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.
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. They do not reflect any fees, expenses or sales charges.
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.
All MSCI data is provided “as is.” The fund described herein is not sponsored or endorsed by MSCI. In no event shall MSCI, its affiliates, or any MSCI data provider have any liability of any kind in
PORTFOLIO DIVERSIFICATION
Top Ten Holdings: Based on a combined investment consisting of equal allocations to the three underlying funds. 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.

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

© 2016 Franklin Templeton Investments. All rights reserved.
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