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Key Takeaways 
Markets: International equity markets generated strong returns in the fourth quarter, capping a year marked by shifting •
leadership and unusually wide style dispersion. The core benchmark MSCI EAFE Index rose 4.9% in the quarter to finish 
up 31.2% for 2025, outperforming the S&P 500 Index’s gains of 2.7% for the quarter and 17.9% for the year. International 
value had an even stronger year, with the MSCI EAFE Value Index returning 42.2%, handily outpacing its growth 
counterpart by over 2,100 bps, the widest dispersion among investment styles in the 50-year history of the index. 
Contributors: Holdings in Siemens Energy, Hitachi, Fujitsu. Stock selection in the IT, materials and consumer staples •
sectors. 
Detractors: Holdings in Daito Trust Construction, Sony and Tencent. Stock selection in financials and real estate •
sectors and an underweight to the health care sector. 
Outlook: We enter 2026 with a more stable macro environment than this time last year. Inflation has moderated •
globally, giving central banks room to ease, while fiscal programs — from U.S. industrial and infrastructure spending to 
expanded European budgets and targeted Chinese stimulus — continue to support economic activity. With the 
effective U.S. tariff rate already having peaked, companies that absorbed tariff-related cost pressures in 2025 should lap 
those headwinds, creating modest tailwinds for growth. 

Performance Review 
The Portfolios outperformed their benchmark in the fourth quarter, driven by stock selection in information technology (IT) •
and industrials, but partially offset by financials. Our positioning in companies aligned with long-term structural themes — 
such as digital AI infrastructure, the energy transition and capital markets normalization — proved         especially beneficial.  
IT was a significant contributor to relative performance. In Japan, Fujitsu, an IT services and solutions provider, advanced as •
corporate digitization efforts and labor shortages drove demand for efficiency-enhancing technologies. German 
semiconductor manufacturer Infineon Technologies AG, meanwhile, saw its stock rise on strong fiscal 2025 earnings, as its 
new data center business has expanded rapidly to become a meaningful growth driver and helped to offset continued 
sluggishness on the automotive side. 
Industrials also contributed, supported by long-term infrastructure and electrification themes. Siemens Energy, a German •
manufacturer of power generation and transmission equipment, continues to benefit from rising demand for grid upgrades 
and gas turbines as utilities expand electricity generation capacity to meet data center power needs. Offsetting some of 
these gains was CNH Industrial, a global manufacturer of agricultural and construction equipment, which detracted as 
elevated channel inventories and depressed farm incomes weighed on near-term results; however, we remain encouraged 
by management’s efforts to improve profitability through the cycle.   
Stock selection in the financials sector weighed on relative performance. Tokio Marine Holdings, a Japanese property and •
casualty insurance group, saw its shares decline in the fourth quarter as investors engaged in profit taking following strong 
prior gains and reassessed valuation across insurance stocks, despite the company’s continued solid earnings profile and 
disciplined capital return initiatives. However, these headwinds were partially offset by Lloyds Banking Group, a U.K.-focused 
retail and commercial bank, which performed well as investor concerns around budget-related risks proved overdone and 
investor focus returned to the company’s strong earnings visibility and capital return profile. 
From a regional perspective, relative performance was supported by strong results in Europe ex U.K., reflecting favorable •
stock selection amid continued investment in infrastructure and electrification, and an overweight to Asia Ex Japan. 
Meanwhile, stock selection in Japan detracted, as gains in technology-related holdings were offset by weakness in interest-
rate-sensitive areas, including Daito Trust Construction, which underperformed as higher policy rate expectations and cost 
inflation pressured margins. 
We established a position in Roche, a Switzerland-based global biopharmaceutical and diagnostics company. Positive Phase •
III data across multiple late-stage programs meaningfully mitigates upcoming patent expirations later this decade, while mid-
single-digit revenue growth, an improving pipeline in areas such as obesity and Alzheimer’s, and a discounted valuation 
relative to peers support our view that the stock offers rerating potential as execution improves. 
We exited our position in Hikma Pharmaceuticals, a U.K.-domiciled pharmaceutical company specializing in generic and •
injectable medicines after a guidance cut associated with its injectables business expansion reduced our confidence in the 
near-term earnings outlook. Following a long holding period, we believe capital is better allocated to other health care and 
pharmaceutical opportunities with clearer visibility and more attractive risk-reward profiles.  

Outlook 
We enter 2026 with a more stable macro environment than this time last year. Inflation has moderated globally, giving central •
banks room to ease, while fiscal programs — from U.S. industrial and infrastructure spending to expanded European budgets 
and targeted Chinese stimulus — continue to support economic activity. With the effective U.S. tariff rate already having 
peaked, companies that absorbed tariff-related cost pressures in 2025 should lap those headwinds, creating modest 
tailwinds for growth. 
Several themes are likely to shape markets in 2026: •
A less synchronized monetary backdrop: The global monetary backdrop is increasingly mixed rather than uniformly •
accommodative. While selective rate cuts may emerge in regions such as the U.K. and parts of Europe, other central banks — 
including Japan and Australia — appear more inclined toward tightening or maintaining restrictive settings, and the path for 
U.S. policy remains uncertain. In this environment, growth outcomes are likely to be shaped less by synchronized easing and 

Top Equity Issuers (% of Total) 
Holding Portfolio
Intesa Sanpaolo SpA 3.24
Siemens Energy AG 3.20
Hitachi Ltd 3.19
Fujitsu Ltd 3.17
Siemens AG 3.14
Lloyds Banking Group PLC 2.86
Mitsubishi UFJ Financial Group Inc 2.61
AXA SA 2.54
Airbus SE 2.48
KBC Group NV 2.43
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more by regional and sector-specific dynamics, with rate-sensitive housing, utilities and infrastructure benefiting where policy flexibility exists and fiscal support and structural investment 
sustaining activity elsewhere.  
Leadership expands beyond mega cap AI: While AI remains foundational, power, logistics and efficiency improvements are becoming equally important investment themes. Companies that •
enable the next phase of the AI cycle — rather than those solely capturing its front-end demand — are well-positioned. Regionally, China continues to build out its own AI infrastructure. As 
companies there are more limited in resources, they must look to quickly monetize their investments. Companies like Tencent are finding ways to profit from these investments now but still 
continue to trade at large discounts to similarly positioned companies in the U.S. 
Emerging markets retain meaningful value: Although outside our benchmark, EM remains one of the more attractively valued areas globally, trading at a roughly 40% discount to the U.S. •
Disinflation offering monetary flexibility, countries like Brazil and Mexico on firmer fiscal footing and an easing dollar should support flows, bolster returns and create a more fertile ground for 
potential alpha generation. 
The U.K. looks compelling: Attractive valuations, improving inflation dynamics and falling gilt yields have created a supportive backdrop — particularly for its concentration of service-oriented •
industries that should benefit from AI and are spared tariff headwinds and threats of excess capacity of Chinese exports. 
M&A could provide an additional tailwind: Deregulation, strategic repositioning and the prospect of lower interest rates may support an uptick in M&A globally. Companies will likely act more •
decisively in an environment with reduced policy uncertainty.  
With a more balanced macro backdrop, healthier geographic diversification and an expanding set of fundamental catalysts, 2026 presents a potentially attractive opportunity than the •
narrowly led markets of recent years. The companies best positioned from here are those driving meaningful internal financial and operational improvements that can support long-duration 
value creation.   
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Average annual total returns (%) - as of December 31, 2025 

 

*Cumulative total returns  

Benchmark(s) 
Benchmark =MSCI EAFE Index-NR 
The strategy returns shown are preliminary composite returns, subject to future revision (downward or upward).  
Past performance is not a guarantee of future results. An investment in this strategy can lose value. Please visit www.franklintempleton.com for the latest performance figures. 
Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses or sales charges. 
Fees: Periods less than one year are not annualized. Performance results are for the composite which includes all actual, fully discretionary accounts with substantially similar investment 
policies and objectives managed to the composite’s investment strategy. Composite returns are stated in U.S. dollars and assume reinvestment of any dividends, interest income, capital gains, 
or other earnings. The composite may include account(s) that are gross of fees and pure gross of fees. “Pure” gross-of-fee returns do not reflect the deduction of any expenses, including 
transaction costs. A traditional (or “true”) gross-of-fee return reflects performance after the reduction of transaction costs but before the reduction of the investment advisory fee. The gross-of-
fee return may include a blend of “true” gross-of-fee returns for non-wrap accounts and “pure” gross-of-fee returns for wrap accounts. Net-of-fee returns is reduced by a model “wrap fee” (3.0% 
is the maximum anticipated wrap fee for equity and balanced portfolios) which includes trading expenses as well as investment management, administrative and custodial fees. The model wrap 
fee used represents the highest anticipated wrap fee applicable to the strategy. Actual fees and account minimums may vary.  
For fee schedules, contact your financial professional, or if you enter into an agreement directly with Franklin Templeton Private Portfolio Group, LLC (“FTPPG”), refer to FTPPG’s Form ADV Part 2A 
disclosure document. Management and performance of individual accounts may vary for reasons that include the existence of different implementation practices and model requirements in 
different investment programs. 
ClearBridge Investments, LLC claims compliance with the Global Investment Performance Standards (GIPS®). GIPS® is a registered trademark of CFA Institute. CFA Institute 
does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein. 
To obtain specific information on available products and services or a GIPS Report, contact your Franklin Templeton separately managed account sales team at (800) DIAL 
BEN/342-5236. 

What are the Risks? 
All investments involve risks, including possible loss of principal. International investments are subject to special risks, including currency fluctuations and social, economic and 
political uncertainties, which could increase volatility. These risks are magnified in emerging markets. Small- and mid-cap stocks involve greater risks and volatility than large-cap stocks.  

Glossary 
Disinflation is a temporary slowing of the pace of price inflation and is used to describe instances when the inflation rate has reduced marginally over the short term. 
Duration is a measure of the sensitivity of a bond’s price to changes in interest rates. 
The MSCI EAFE Value Index is designed to measure performance of stocks exhibiting overall value style characteristics in developed markets, excluding the U.S. and Canada. Source: MSCI 
makes no warranties and shall have no liability with respect to any MSCI data reproduced herein. No further redistribution or use is permitted. This report is not prepared or endorsed by MSCI. 
The S&P 500 Index features 500 leading U.S. publicly traded companies, with a primary emphasis on market capitalization. Source: © S&P Dow Jones Indices LLC. All rights reserved. 

Important Information 
The information provided is not a complete analysis of every material fact regarding any country, market, industry, security or portfolio. Because market and economic conditions are subject to 
change, comments, opinions and analyses are rendered as of the date of this material and may change without notice. 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 portfolio’s selection process. Holdings are subject to change.  
These materials are being provided for illustrative and informational purposes only. The information contained herein is obtained from multiple sources that are believed to be 
reliable. However, such information has not been verified, and may be different from the information included in documents and materials created by the sponsor firm in whose 
investment program a client participates. Some sponsor firms may require that these materials be preceded or accompanied by investment profiles or other documents or 
materials prepared by such sponsor firms, which will be provided upon a client’s request. For additional information, documents and/or materials, please speak to your Financial 
Professional or contact your sponsor firm. 
Franklin Templeton (FT) is not undertaking to provide impartial advice. Nothing herein is intended to provide fiduciary advice. FT has a financial interest. 
The MSCI EAFE Index is a free float-adjusted market capitalization-weighted index designed to measure developed market equity performance, excluding the U.S. and Canada.  
Important data provider notices and terms available at www.franklintempletondatasources.com. All data is subject to change.  
Net Returns (NR) include income net of tax withholding when dividends are paid.  
Holdings are provided for informational purposes only and should not be construed as a recommendation to purchase or sell any security.  
Separately Managed Accounts (SMAs) are investment services provided by Franklin Templeton Private Portfolio Group, LLC (FTPPG), a federally registered investment advisor. Client portfolios 
are managed based on investment instructions or advice provided by one or more of the following Franklin Templeton affiliated sub-advisors: ClearBridge Investments, LLC. Management is 
implemented by FTPPG, the designated sub-advisor or, in the case of certain programs, the program sponsor or its designee. 
ClearBridge Investments, LLC is a Franklin Templeton affiliated company. 
© Franklin Templeton. All rights reserved.

Composite 3-Mo* 6-Mo* YTD* 1-Yr 3-Yr 5-Yr 10-Yr 15-Yr 20-Yr 25-Yr Inception Inception Date
Net of Fees 5.12 9.99 30.00 30.00 13.11 9.03 5.03 4.02 2.91 3.04 4.19 9/30/1994
Pure Gross of Fees 5.89 11.60 33.81 33.81 16.47 12.28 8.17 7.14 5.99 6.13 7.31 9/30/1994
Benchmark 4.86 9.86 31.22 31.22 17.22 8.92 8.18 6.64 5.58 5.37 5.75 —
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