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Before you invest, you may want to review the Fund’s prospectus, which contains more
information about the Fund and its risks. You can find the Fund’s prospectus, statement
of additional information, reports to shareholders and other information about the Fund
online at www.franklintempleton.com/prospectus. You can also get this information
at no cost by calling (800) DIAL BEN/342-5236 or by sending an e-mail request to
prospectus@franklintempleton.com. The Fund’s prospectus and statement of additional
information, both dated October 1, 2019, as may be supplemented, are all incorporated
by reference into this Summary Prospectus.

Click to view the fund’s prospectus or statement of additional information.

Internet Delivery of Fund Reports Unless You Request Paper Copies: Effective
January 1, 2021, as permitted by the SEC, paper copies of the Fund’s shareholder
reports will no longer be sent by mail, unless you specifically request them from the
Fund or your financial intermediary. Instead, the reports will be made available on a
website, and you will be notified by mail each time a report is posted and provided
with a website link to access the report.
If you already elected to receive shareholder reports electronically, you will not be
affected by this change and you need not take any action. If you have not signed
up for electronic delivery, we would encourage you to join fellow shareholders who
have. You may elect to receive shareholder reports and other communications
electronically from the Fund by calling (800) 632‑2301 or by contacting your
financial intermediary.
You may elect to continue to receive paper copies of all your future shareholder
reports free of charge by contacting your financial intermediary or, if you invest
directly with a Fund, calling (800) 632‑2301 to let the Fund know of your request.
Your election to receive reports in paper will apply to all funds held in your account.
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Investment Goal
Total return through a combination of current income, capital preservation and
capital appreciation.

Fees and Expenses of the Fund
These tables describe the fees and expenses that you may pay if you buy and hold
shares of the Fund. You may qualify for sales charge discounts in Class A if you
and your family invest, or agree to invest in the future, at least $50,000 in Franklin
Templeton funds. More information about these and other discounts is available
from your financial professional and under “Your Account” on page 52 in the Fund’s
Prospectus and under “Buying and Selling Shares” on page 83 of the Fund’s
Statement of Additional Information. In addition, more information about sales
charge discounts and waivers for purchases of shares through specific financial
intermediaries is set forth in Appendix A - “Intermediary Sales Charge Discounts and
Waivers” to the Fund’s prospectus.
Please note that the tables and examples below do not reflect any transaction fees
that may be charged by financial intermediaries, or commissions that a shareholder
may be required to pay directly to its financial intermediary when buying or selling
Class R6 or Advisor Class shares.
Shareholder Fees

(fees paid directly from your investment)
Class A

Class C

Class R

Class R6

Advisor Class

Maximum Sales Charge (Load) Imposed
on Purchases (as percentage of offering
price)

5.50%

None

None

None

None

Maximum Deferred Sales Charge (Load)
(as percentage of the lower of original
purchase price or sale proceeds)

None1

1.00%

None

None

None

1. There is a 1% contingent deferred sales charge that applies to investments of $1 million or more (see “Investments of $1 Million
or More” under “Choosing a Share Class”) and purchases by certain retirement plans without an initial sales charge on shares sold
within 18 months of purchase.
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Annual Fund Operating Expenses

(expenses that you pay each year as a percentage of the value of your investment)
Class A

Class C

Class R

Class R6

Advisor Class

1

Management fees

1.60%

1.60%

1.60%

1.60%

1.60%

Distribution and service (12b‑1) fees

0.25%2

1.00%

0.50%2

None

None

0.51%

0.51%

0.51%

0.58%

0.51%

0.62%

0.62%

0.62%

0.62%

0.62%

Other expenses
Other expenses of the Fund
Dividend expense and security
borrowing fees for securities sold short
Acquired fund fees and expenses

0.02%

0.02%

0.02%

0.02%

0.02%

Total annual Fund operating expenses1, 3

3.00%

3.75%

3.25%

2.82%

2.75%

Fee waiver and/or expense
reimbursement4

-0.46%

-0.46%

-0.46%

-0.59%

-0.46%

Total annual Fund operating
expenses after fee waiver and/or
expense reimbursement3, 4

2.54%

3.29%

2.79%

2.23%

2.29%

3

1. Management fees of the Fund have been restated to reflect current fiscal year fees as a result of a decrease in the Fund’s
contractual management fee rate effective on March 1, 2020. If the management fees were not restated to reflect such decrease in
fees, the amounts shown above would be greater. Consequently, the Fund’s total annual Fund operating expenses differ from the
ratio of expenses to average net assets shown in the Financial Highlights.
2. Class A and Class R distribution and service (12b‑1) fees have been restated to reflect the maximum annual rate set by the board
of trustees.
3. Total annual Fund operating expenses differ from the ratio of expenses to average net assets shown in the Financial Highlights,
which reflect the operating expenses of the Fund and do not include acquired fund fees and expenses.
4. The investment manager had contractually agreed to waive or assume certain expenses so that total annual Fund operating
expenses (excluding Rule 12b‑1 fees; acquired fund fees and expenses; expenses related to securities sold short; and certain
nonroutine expenses) for each class of the Fund other than Class R6 do not exceed 1.95%, and for Class R6 do not exceed 1.89%,
until September 30, 2020. Effective on March 1, 2020, the investment manager has contractually agreed to reduce this fee and
expense cap so that total annual Fund operating expenses (excluding Rule 12b‑1 fees; acquired fund fees and expenses; expenses
related to securities sold short; and certain nonroutine expenses) for each class of the Fund other than Class R6 do not exceed
1.65%, and for Class R6 do not exceed 1.59%, until September 30, 2020. The table above reflects the new fee and expense cap
effective March 1, 2020. If the previous expense cap was reflected, total annual fund operating expenses would be higher and would
be as follows: Class A: 2.84%; Class C: 3.59%; Class R: 3.09%; Class R6: 2.53%; and Advisor Class 2.59%. Contractual fee waiver
and/or expense reimbursement agreements may not be changed or terminated during the time period set forth above.

Example

This Example is intended to help you compare the cost of investing in the Fund with
the cost of investing in other mutual funds. The Example assumes that you invest
$10,000 in the Fund for the time periods indicated and then redeem all of your
shares at the end of the period. The Example also assumes that your investment
has a 5% return each year and that the Fund’s operating expenses remain the
same. The Example reflects adjustments made to the Fund’s operating expenses
due to the fee waivers and/or expense reimbursements by management for the 1
Year numbers only. Although your actual costs may be higher or lower, based on
these assumptions your costs would be:

Click to view the fund’s prospectus or statement of additional information.
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Class A

1 Year

3 Years

5 Years

10 Years

$793

$1,386

$2,002

$3,655

Class C

$432

$1,104

$1,896

$3,964

Class R

$282

$958

$1,658

$3,518

Class R6

$226

$818

$1,436

$3,103

Advisor Class

$232

$810

$1,414

$3,047

$332

$1,104

$1,896

$3,964

If you do not sell your shares:
Class C

Portfolio Turnover
The Fund pays transaction costs, such as commissions, when it buys and sells
securities (or “turns over” its portfolio). A higher portfolio turnover rate may indicate
higher transaction costs and may result in higher taxes when Fund shares are held
in a taxable account. These costs, which are not reflected in annual Fund operating
expenses or in the Example, affect the Fund’s performance. During the most recent
fiscal year, the Fund’s portfolio turnover rate was 158.66% of the average value of
its portfolio.

Principal Investment Strategies
The Fund seeks to achieve its investment goal by allocating its assets across
multiple “alternative” strategies in the fixed-income and credit areas, including, but
not limited to, some or all of the following: Credit Long Short, Structured Credit and
Emerging Market Fixed Income, each of which is described below. The Fund is
structured as a multi-manager fund (meaning the Fund’s assets are managed by
multiple sub-advisors) and the Fund’s investment manager, K2/D&S Management
Co., L.L.C. (doing business as K2 Advisors; “K2 Advisors” or the “Investment
Manager”), has overall responsibility for the Fund’s investments. The Investment
Manager allocates the Fund’s assets among multiple sub-advisors who, as of the
date of this prospectus, are unaffiliated with K2 Advisors (Sub-Advisors).
Under normal market conditions, the Fund invests at least 80% of its net assets
(plus the amount of any borrowings for investment purposes) in credit-related
investments. For purposes of this 80% policy, “credit-related investments”
include, but are not limited to: U.S. or foreign debt obligations of any credit quality,
maturity or duration; all varieties of fixed income, variable rate and floating rate
debt securities and investments; and derivatives, such as swap agreements,
futures contracts and options, and other transactions and instruments that provide
exposure to credit-related investments. The Fund invests in a wide range of
securities and other investments including, but not limited to: corporate bonds;
Click to view the fund’s prospectus or statement of additional information.
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mortgage-backed securities and asset-backed securities; U.S. Government and
agency securities; collateralized debt and loan obligations; foreign government
and supranational debt securities; loans and loan participations and derivatives
with similar economic characteristics. The Fund may also invest in repurchase
agreements, reverse repurchase agreements, mortgage real estate investment
trusts (REITs) and other similar transactions.
The Fund may invest in securities and other investments that are traded in the
United States or in markets outside of the United States, including those located
in emerging markets. Up to 15% of the Fund’s net assets may be invested in
illiquid investments. The Fund may invest in debt securities of any credit quality
or rating, including high yield (“junk”) bonds, distressed debt securities (securities
of companies that are, or are about to be, involved in reorganizations, financial
restructurings, or bankruptcy) and securities that are in default. The Fund may
engage in active and frequent trading as part of its investment strategies.
In pursuing its investment goal, the Fund takes long and/or short positions in a
wide range of asset classes, including credit, fixed income, and currencies, among
others. The Fund may gain long or short exposure to select instruments by utilizing
derivatives, engaging in short sales or entering into a series of purchase and sale
contracts or repurchase agreements. Long positions benefit from an increase in
the price of the underlying instrument, while short positions benefit from a decrease
in that price. In a short sale, the Fund borrows or purchases the instrument from a
counterparty, such as a bank, broker or other institution. After selling a borrowed or
purchased instrument, the Fund “covers” the short sale by buying the instrument
and returning it to the counterparty at a later date. If the instrument has appreciated
in value, the Fund will realize a loss. If the instrument has depreciated in value, the
Fund will realize a gain.
Utilizing short sales, repurchase agreements or certain derivative instruments
may involve costs and create leverage in the Fund’s portfolio. The Fund may also
engage in reverse repurchase agreements with brokers, dealers, banks or other
financial institutions, which would also create leverage in the Fund’s portfolio. In a
reverse repurchase agreement, the Fund sells a security and agrees to repurchase
it at a mutually agreed upon date and price, reflecting the interest rate effective
for the term of the agreement. The Fund then invests the proceeds of the reverse
repurchase agreement in other instruments to generate profits. The use of leverage
exaggerates the effect of any increase or decrease in the market price of securities
in the Fund’s portfolio.
The Fund may also use derivatives for both hedging and non-hedging (investment)
purposes, although no Sub-Advisor is required to hedge any of the Fund’s positions
or to use derivatives. The Fund’s derivative investments may include, among other
Click to view the fund’s prospectus or statement of additional information.
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instruments: (i) forward currency contracts; (ii) futures contracts (including interest
rate/bond futures, credit index and currency futures) and options thereon; (iii) put
and call options on currencies, securities, indices and exchange-traded funds; and
(iv) swaps (including total return, credit default, currency and interest rate swaps)
and options thereon. The use of these derivative transactions may allow the Fund to
obtain net long or short exposures to select instruments, currencies, interest rates,
countries, duration or credit risks. These derivatives may be used to enhance Fund
returns, increase liquidity, gain exposure to certain instruments or markets in a more
efficient or less expensive way and/or hedge risks associated with its other portfolio
investments. The results of such transactions may also represent, from time to time,
a material component of the Fund’s investment returns. As a result of the Fund’s
use of derivatives, the Fund may have economic leverage, which means the sum
of the Fund’s investment exposures through its use of derivatives may significantly
exceed the amount of assets invested in the Fund, although these exposures may
vary over time.
The Investment Manager may from time to time use derivatives to adjust the Fund’s
exposure to certain asset classes in a manner consistent with its conditional risk
overlay strategy (CRO Strategy).
Investment Management
The Investment Manager is responsible for allocating and re-allocating the Fund’s
assets among the Sub-Advisors, for managing any portion of the Fund’s assets not
otherwise allocated to a Sub-Advisor and for cash management. The Investment
Manager’s quantitative and qualitative oversight of the Fund’s investment program
aims to allocate assets among various strategies and select Sub-Advisors that
it believes are well-positioned to capture unique investment opportunities while
preserving capital.
The Investment Manager allocates among various investment alternative strategies
utilizing a top-down approach, generating the Fund’s strategy and sub-advisor
weightings by taking into account market conditions, risk factors, diversification,
liquidity, transparency, and other investment options, among other things. The
Investment Manager allocates the Fund’s assets to specific Sub-Advisors utilizing a
bottom-up approach, selecting Sub-Advisors and their weighting within the Fund’s
portfolio by taking into account their correlation to various markets and to each
other, risk profiles and their return expectations. From time to time, the Fund may
have little or no assets allocated to any one particular strategy or Sub-Advisor in
light of economic or other conditions, as determined by the Investment Manager in
its sole discretion.
The Investment Manager intends to primarily allocate the Fund’s assets to SubAdvisors that implement some or all of the following strategies:
Click to view the fund’s prospectus or statement of additional information.
franklintempleton.com
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Credit Long Short. Credit Long Short strategies are designed to profit from pricing
inefficiencies in corporate fixed income and related securities. The strategies
focus on total return through current income, capital preservation, and capital
appreciation. Sub-Advisors take long and/or short positions in debt securities and
other related instruments based on a fundamental analysis of the creditworthiness
of a specific issuer or sector. By utilizing both long and short investments, SubAdvisors seek to isolate issuer-specific exposure while limiting general market risks.
A Sub-Advisor that employs this strategy may attempt to profit from investing in all
aspects of a company’s capital structure or by investing in securities of companies
undergoing corporate events through both long and short positions.
Structured Credit. Structured Credit strategies are designed to profit from trading
in structured credit and other related securities. Investments include interest-rate
sensitive securities such as residential and commercial mortgage-backed securities
including agency residential mortgage-backed securities, REITS, credit default
swaps on various indices, including tranches thereof, collateralized loan obligations
and asset-backed securities (including those backed by student loans and aircraft
operating leases).
Sub-Advisors attempt to take advantage of pricing inefficiencies in specific
securities through both primary and secondary markets. Sub-Advisors employ both
fundamental and technical analysis in identifying mispricings. These strategies
typically feature long positions in individual securities and short positions in index
products, which are intended to hedge out some portion of the broad market risk.
Emerging Market Fixed Income. Emerging Market Fixed Income strategies invest
in corporate and/or sovereign securities in emerging markets countries with a focus
on fixed income. Investments may also include foreign exchange and interest-rate
sensitive securities, such as interest rate futures, swaps and swaptions. SubAdvisors combine top-down country analysis with security-specific financial and
legal analysis to identify mispriced assets. These strategies aim to manage and
exploit the increased volatility characteristic of emerging markets.

Principal Risks
You could lose money by investing in the Fund. Mutual fund shares are not deposits
or obligations of, or guaranteed or endorsed by, any bank, and are not insured by
the Federal Deposit Insurance Corporation, the Federal Reserve Board, or any
other agency of the U.S. government.
Multi-Manager Approach The Fund’s performance depends on the skill of
the Investment Manager in selecting, overseeing, and allocating Fund assets
to the Sub-Advisors. The Sub-Advisors’ investment styles may not always be
complementary. Sub-Advisors make investment decisions independently of one
Click to view the fund’s prospectus or statement of additional information.
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another, and may make decisions that conflict with each other. Moreover, the Fund’s
multi-manager approach may result in the Fund investing a significant percentage
of its assets in certain types of securities, which could be beneficial or detrimental
to the Fund’s performance depending on the performance of those securities and
the overall market environment. The Sub-Advisors may underperform the market
generally or underperform other investment managers that could have been
selected for the Fund.
Some Sub-Advisors may have little or no experience managing the assets of a
registered investment company which, unlike the private investment funds these
Sub-Advisors have been managing, are subject to daily inflows and outflows of
investor cash and are subject to certain legal and tax-related restrictions on their
investments and operations.
Management and Asset Allocation The Fund is actively managed and could
experience losses if the Investment Manager’s and Sub-Advisors’ judgment about
markets, future volatility, interest rates, industries, sectors and regions or the
attractiveness, relative values, liquidity, effectiveness or potential appreciation of
particular investments made for the Fund’s portfolio prove to be incorrect. The
Investment Manager’s allocation of Fund assets among different asset classes,
Sub-Advisors and direct investments may not prove beneficial in light of subsequent
market events. There can be no guarantee that these techniques or the Investment
Manager’s and Sub-Advisors’ investment decisions will produce the desired results.
Credit An issuer of debt securities may fail to make interest payments or repay
principal when due, in whole or in part. Changes in an issuer’s financial strength or
in a security’s or government’s credit rating may affect a security’s value.
High-Yield Debt Securities Issuers of lower-rated or “high-yield” debt securities
(also known as “junk bonds”) are not as strong financially as those issuing higher
credit quality debt securities. High-yield debt securities are generally considered
predominantly speculative by the applicable rating agencies as their issuers are
more likely to encounter financial difficulties because they may be more highly
leveraged, or because of other considerations. In addition, high yield debt securities
generally are more vulnerable to changes in the relevant economy, such as a
recession or a sustained period of rising interest rates, that could affect their ability
to make interest and principal payments when due. The prices of high-yield debt
securities generally fluctuate more than those of higher credit quality. High-yield
debt securities are generally more illiquid (harder to sell) and harder to value.
Floating Rate Corporate Investments The senior secured corporate loans and
corporate debt securities in which the Fund invests may be rated below investment
grade and are often issued in connection with highly leveraged transactions.
Such transactions include leveraged buyout loans, leveraged recapitalization
Click to view the fund’s prospectus or statement of additional information.
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loans, and other types of acquisition financing. Loan investments issued in such
transactions are subject to greater credit risks than other investments including
a greater possibility that the borrower may default or enter bankruptcy. Although
loan investments are generally subject to certain restrictive covenants in favor of
the investors, many of these loans may from time to time be “covenant lite” loans
which generally entail higher risk, since they tend to have fewer or no financial
maintenance covenants and restrictions that would normally serve as early warning
signs of a borrower’s financial troubles.
Liquidity From time to time, the trading market for a particular security or type
of security or other investments in which the Fund invests may become less
liquid or even illiquid. Reduced liquidity will have an adverse impact on the Fund’s
ability to sell such securities or other investments when necessary to meet the
Fund’s liquidity needs, which may arise or increase in response to a specific
economic event or because the investment manager wishes to purchase particular
investments or believes that a higher level of liquidity would be advantageous.
Reduced liquidity will also generally lower the value of such securities or other
investments. Market prices for such securities or other investments may be
relatively volatile.
Interest Rate When interest rates rise, debt security prices generally fall. The
opposite is also generally true: debt security prices rise when interest rates fall.
Interest rate changes are influenced by a number of factors, including government
policy, monetary policy, inflation expectations, perceptions of risk, and supply of
and demand for bonds. In general, securities with longer maturities or durations are
more sensitive to interest rate changes.
Variable Rate Securities Variable rate securities (which include floating rate debt
securities) generally are less price sensitive to interest rate changes than fixed
rate debt securities. However, the market value of variable rate debt securities may
decline or not appreciate as quickly as expected when prevailing interest rates rise
if the interest rates of the variable rate securities do not rise as much, or as quickly,
as interest rates in general. Conversely, variable rate securities will not generally
increase in market value if interest rates decline. When interest rates fall, there may
be a reduction in the payments of interest received by the Fund from its variable
rate securities.
Derivative Instruments The performance of derivative instruments depends
largely on the performance of an underlying instrument, such as a currency,
security, interest rate or index, and such instruments often have risks similar to the
underlying instrument, in addition to other risks. Derivatives involve costs and can
create economic leverage in the Fund’s portfolio which may result in significant
volatility and cause the Fund to participate in losses (as well as gains) in an amount
Click to view the fund’s prospectus or statement of additional information.
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that significantly exceeds the Fund’s initial investment. Certain derivatives have the
potential for unlimited loss, regardless of the size of the initial investment. Other
risks include illiquidity, mispricing or improper valuation of the derivative instrument,
and imperfect correlation between the value of the derivative and the underlying
instrument so that the Fund may not realize the intended benefits. Their successful
use will usually depend on the Investment Manager’s and Sub-Advisors’ ability to
accurately forecast movements in the market relating to the underlying instrument.
Should a market or markets, or prices of particular classes of investments move
in an unexpected manner, especially in unusual or extreme market conditions, the
Fund may not achieve the anticipated benefits of the transaction, and it may realize
losses, which could be significant. If the Investment Manager or Sub-Advisor is not
successful in using such derivative instruments, the Fund’s performance may be
worse than if the Investment Manager or Sub-Advisor did not use such derivative
instruments at all. When a derivative is used for hedging, the change in value of
the derivative may also not correlate specifically with the currency, security, interest
rate, index or other risk being hedged. Derivatives also may present the risk that the
other party to the transaction will fail to perform. There is also the risk, especially
under extreme market conditions, that an instrument, which usually would operate
as a hedge, provides no hedging benefits at all.
Currency Management Strategies Currency management strategies may
substantially change the Fund’s exposure to currency exchange rates and could
result in losses to the Fund if currencies do not perform as the Investment Manager
or a Sub-Advisor expects. In addition, currency management strategies, to the
extent that they reduce the Fund’s exposure to currency risks, may also reduce the
Fund’s ability to benefit from favorable changes in currency exchange rates. Using
currency management strategies for purposes other than hedging further increases
the Fund’s exposure to foreign investment losses. Currency markets generally are
not as regulated as securities markets. In addition, currency rates may fluctuate
significantly over short periods of time, and can reduce returns.
Borrowing and Leverage Borrowing for investment purposes and leverage
exaggerates the effect of any increase or decrease in the market price of securities
in the Fund’s portfolio and may increase the volatility of the Fund. Increased
operating costs, including the financing cost associated with any leverage, may
reduce the Fund’s total return. Unless the income and capital appreciation, if any,
on securities acquired with borrowed funds exceed the cost of borrowing, the use of
leverage will diminish the investment performance of the Fund. The use of leverage
increases the risk of loss in the Fund and, in some cases, may be theoretically
unlimited.

Click to view the fund’s prospectus or statement of additional information.
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Short Sales Short sales involve the risk that the Fund will incur a loss by
subsequently buying a security at a higher price than the price at which the Fund
previously sold the security short. This would occur if the securities lender or
counterparty to a repurchase agreement required the Fund to deliver the securities
the Fund had borrowed/agreed to sell at the commencement of the short sale
and the Fund was unable to either purchase the security at a favorable price or to
borrow the security from another securities lender. Because the Fund’s loss on a
short sale arises from increases in the value of the security sold short, such loss,
like the price of the security sold short, is theoretically unlimited. Also, engaging
in short sales strategies subjects the Fund to additional credit risk if a party to the
short sale fails to honor its contractual terms, causing a loss to the Fund.
Reverse Repurchase Agreements Entering into reverse repurchase agreements
creates leverage and may be viewed as the borrowing of money by the Fund. If the
Fund reinvests the proceeds of a reverse repurchase agreement in securities that
are at a rate lower than the cost of the reverse repurchase agreement, the Fund
will experience a loss. Reverse repurchase agreements also involve the risk that
the market value of the debt obligation that is the subject of the reverse repurchase
agreement could decline significantly below the price at which the Fund is obligated
to repurchase the security. In addition, reverse repurchase agreements involve the
risk that a buyer of securities will become subject to bankruptcy or other insolvency
proceedings.
Foreign Securities (non-U.S.) Investing in foreign securities typically involves
more risks than investing in U.S. securities, and includes risks associated with:
(i) internal and external political and economic developments – e.g., the political,
economic and social policies and structures of some foreign countries may be
less stable and more volatile than those in the U.S. or some foreign countries
may be subject to trading restrictions or economic sanctions; (ii) trading practices
– e.g., government supervision and regulation of foreign securities and currency
markets, trading systems and brokers may be less than in the U.S.; (iii) availability
of information – e.g., foreign issuers may not be subject to the same disclosure,
accounting and financial reporting standards and practices as U.S. issuers; (iv)
limited markets – e.g., the securities of certain foreign issuers may be less liquid
(harder to sell) and more volatile; and (v) currency exchange rate fluctuations and
policies. The risks of foreign investments may be greater in developing or emerging
market countries.
Emerging Market Countries The Fund’s investments in emerging market
countries are subject to all of the risks of foreign investing generally, and have
additional heightened risks due to a lack of established legal, political, business
and social frameworks to support securities markets, including: delays in settling
Click to view the fund’s prospectus or statement of additional information.
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portfolio securities transactions; currency and capital controls; greater sensitivity to
interest rate changes; pervasiveness of corruption and crime; currency exchange
rate volatility; and inflation, deflation or currency devaluation.
Distressed Companies Debt obligations of distressed companies typically are
unrated, lower-rated, in default or close to default and are generally more likely to
become worthless than the securities of more financially stable companies.
Prepayment Prepayment risk occurs when a debt security can be repaid in whole
or in part prior to the security’s maturity and the Fund must reinvest the proceeds it
receives, during periods of declining interest rates, in securities that pay a lower rate
of interest. Also, if a security has been purchased at a premium, the value of the
premium would be lost in the event of prepayment. Prepayments generally increase
when interest rates fall.
Portfolio Turnover The Investment Manager and/or the Sub-Advisors will sell
a security or enter into or close out of a derivative position when they believe it is
appropriate to do so, regardless of how long the Fund has held the instrument.
These activities increase the Fund’s portfolio turnover and may increase the Fund’s
transaction costs.
Income The Fund’s distributions to shareholders may decline when prevailing
interest rates fall, when the Fund experiences defaults on debt securities it holds, or
when the Fund realizes a loss upon the sale of a debt security.
Mortgage Securities and Asset-Backed Securities Mortgage-backed securities
differ from conventional debt securities because principal is paid back periodically
over the life of the security rather than at maturity. The Fund may receive
unscheduled payments of principal due to voluntary prepayments, refinancings
or foreclosures on the underlying mortgage loans. Because of prepayments,
mortgage-backed securities may be less effective than some other types of debt
securities as a means of “locking in” long-term interest rates and may have less
potential for capital appreciation during periods of falling interest rates. A reduction
in the anticipated rate of principal prepayments, especially during periods of rising
interest rates, may increase or extend the effective maturity of mortgage-backed
securities, making them more sensitive to interest rate changes, subject to greater
price volatility, and more susceptible than some other debt securities to a decline in
market value when interest rates rise.
Issuers of asset-backed securities may have limited ability to enforce the security
interest in the underlying assets, and credit enhancements provided to support the
securities, if any, may be inadequate to protect investors in the event of default.
Like mortgage securities, asset-backed securities are subject to prepayment and
extension risks.
Click to view the fund’s prospectus or statement of additional information.
franklintempleton.com
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REITs Mortgage REITs typically invest in residential and commercial mortgages
and mortgage-backed securities and therefore are subject to the same risks
as mortgage- and asset-backed securities including interest rate, credit and
prepayment risk. In addition, a REIT’s performance depends on the types, values
and locations of the properties for which it holds the mortgages. A REIT may be
more susceptible to adverse developments affecting a market segment than more
broadly diversified investments.
Collateralized Debt Obligations (CDOs) The risks of an investment in a CDO
depend largely on the type of collateral held by the special purpose entity (SPE)
and the tranche of the CDO in which the Fund invests and may be affected by
the performance of a CDO’s collateral manager. CDOs may be deemed to be
illiquid securities and are subject to the risks of: lower investor protection than
other securities; considerable price declines; the potential inadequacy of collateral
securities; and subordination to other classes of the CDO.
Market The market values of securities or other investments owned by the Fund
will go up or down, sometimes rapidly or unpredictably. The market value of a
security or other investment may be reduced by market activity or other results of
supply and demand unrelated to the issuer. This is a basic risk associated with all
investments. When there are more sellers than buyers, prices tend to fall. Likewise,
when there are more buyers than sellers, prices tend to rise.
Illiquid Securities Certain securities may be considered illiquid due to a limited
trading market, financial weakness of the issuer, legal or contractual restrictions
on resale or transfer, or to the extent they otherwise cannot be sold or disposed
of in current market conditions in seven calendar days or less without the sale or
disposition significantly changing the market value of the investment. Securities that
are illiquid involve greater risk than securities with more liquid markets, including
increased volatility. Illiquidity may have an adverse impact on market price and
the Fund’s ability to sell particular securities when necessary to meet the Fund’s
liquidity needs or in response to a specific economic event.
Extension The market value of some debt securities (such as certain assetbacked and mortgage-backed securities) will be adversely affected when bond calls
or prepayments on underlying mortgages or other assets are less or slower than
anticipated. When that occurs, the effective maturity date of the Fund’s investment
is extended, resulting in an increase in interest rate sensitivity to that of a longerterm instrument.

Click to view the fund’s prospectus or statement of additional information.
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Impairment of Collateral The value of the collateral of the Fund’s senior secured
corporate loans and corporate debt securities may decline after the Fund invests
and there is a risk that the value of the collateral may not be sufficient to cover the
amount owed to the Fund. Other risks include limited access to the collateral by the
Fund in the event of a bankruptcy and difficulties liquidating the collateral.

Performance
The following bar chart and table provide some indication of the risks of investing
in the Fund. The bar chart shows changes in the Fund’s performance from year to
year for Class A shares. The table shows how the Fund’s average annual returns
for 1 year, 5 years, 10 years or since inception, as applicable, compared with those
of a broad measure of market performance. The Fund’s past performance (before
and after taxes) is not necessarily an indication of how the Fund will perform in the
future. You can obtain updated performance information at franklintempleton.com or
by calling (800) DIAL BEN/342-5236.
The secondary index in the table below shows how the Fund’s performance
compares to the ICE BofAML US 3-Month Treasury Bill Index, which tracks the
performance of short-term U.S. government securities with a remaining term to final
maturity of less than three months.
Sales charges are not reflected in the bar chart, and if those charges were included,
returns would be less than those shown.

Click to view the fund’s prospectus or statement of additional information.
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Class A Annual Total Returns

8.31%

4.84%

1.22%

2016

2017
Year

2018

Best Quarter:

Q2’16

3.53%

Worst Quarter:

Q4’18

-0.69%

As of June 30, 2019, the Fund’s year-to-date return was 3.65%.

Average Annual Total Returns

(figures reflect sales charges)
For the periods ended December 31, 2018
1 Year

Since Inception
9/8/2015

Return Before Taxes

-4.38%

2.64%

Return After Taxes on Distributions

-5.79%

1.04%

Return After Taxes on Distributions and Sale of Fund Shares

Franklin K2 Long Short Credit Fund - Class A

-2.50%

1.33%

Franklin K2 Long Short Credit Fund - Class C

-0.67%

3.41%

Franklin K2 Long Short Credit Fund - Class R

0.91%

3.99%

Franklin K2 Long Short Credit Fund - Class R6

1.42%

4.52%

Franklin K2 Long Short Credit Fund - Advisor Class

1.39%

4.50%

HFRX Fixed Income - Credit Index (index reflects no deduction for fees,
expenses or taxes)

-2.55%

0.61%

ICE BofAML US 3-Month Treasury Bill Index (index reflects no deduction
for fees, expenses or taxes)

1.87%

0.93%

Click to view the fund’s prospectus or statement of additional information.
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No one index is representative of the Fund’s portfolio.
The figures in the average annual total returns table above reflect the Class A
maximum front-end sales charge of 5.50%. Prior to September 10, 2018, Class
A shares were subject to a maximum front-end sales charge of 5.75%. If the prior
maximum front-end sales charge of 5.75% was reflected, performance for Class A
in the average annual total returns table would be lower.
The after-tax returns are calculated using the historical highest individual federal
marginal income tax rates and do not reflect the impact of state and local taxes.
Actual after-tax returns depend on an investor’s tax situation and may differ from
those shown. After-tax returns are not relevant to investors who hold their Fund
shares through tax-deferred arrangements, such as 401(k) plans or individual
retirement accounts. After-tax returns are shown only for Class A and after-tax
returns for other classes will vary.

Investment Manager
K2/D&S Management Co., L.L.C. (doing business as K2 Advisors)

Portfolio Managers
Robert Christian
Senior Managing Director, Co-Head of Investment Research & Management of K2
Advisors and portfolio manager of the Fund since inception (2015).
Brooks Ritchey
Senior Managing Director, Co-Head of Investment Research & Management of K2
Advisors and portfolio manager of the Fund since October 2019.
Art Vinokur
Managing Director and Head of Credit, Relative Value, and Event strategies of K2
Advisors and portfolio manager of the Fund since October 2019.

Purchase and Sale of Fund Shares
You may purchase or redeem shares of the Fund on any business day online
through our website at franklintempleton.com, by mail (Franklin Templeton Investor
Services, P.O. Box 997151, Sacramento, CA 95899-7151), or by telephone at
(800) 632‑2301. For Class A, C and R, the minimum initial purchase for most
accounts is $1,000 (or $25 under an automatic investment plan). Class R6 and
Advisor Class are only available to certain qualified investors and the minimum
initial investment will vary depending on the type of qualified investor, as described

Click to view the fund’s prospectus or statement of additional information.
franklintempleton.com

Summary Prospectus

17

F RA N K L IN K 2 LON G S H ORT CRE DI T F UND
S U M M A RY P R OS P E C TU S

under “Your Account — Choosing a Share Class — Qualified Investors — Class R6”
and “— Advisor Class” in the Fund’s prospectus. There is no minimum investment
for subsequent purchases.

Taxes
The Fund’s distributions are generally taxable to you as ordinary income, capital
gains, or some combination of both, unless you are investing through a tax-deferred
arrangement, such as a 401(k) plan or an individual retirement account, in which
case your distributions would generally be taxed when withdrawn from the taxdeferred account.

Payments to Broker-Dealers and
Other Financial Intermediaries
If you purchase shares of the Fund through a broker-dealer or other financial
intermediary (such as a bank), the Fund and its related companies may pay the
intermediary for the sale of Fund shares and related services. These payments may
create a conflict of interest by influencing the broker-dealer or other intermediary
and your salesperson to recommend the Fund over another investment. Ask your
financial advisor or visit your financial intermediary’s website for more information.

Click to view the fund’s prospectus or statement of additional information.
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