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Broadening of the  
equity markets

1. Sources: FactSet, MSCI, Russell, S&P as of March 31, 2026. Large-Cap Stocks = Russell 1000 Index, Large-Cap Value Stocks = Russell 1000 Value Index, Mid-Cap Stocks = Russell Midcap Index, Small-Cap 
Stocks = Russell 2000 Index, Emerging Markets Stocks = MSCI EM Index, International Stocks = MSCI EAFE.
2. Sources: FactSet, Russell as of March 31, 2026. Value = Russell 1000 Value Index, Growth = Russell 1000 Growth Index.

1) Earnings growth estimates supports a broadening of the equity markets
Over the last few years, broad market outperformance has been driven by significant earnings growth within the Mag 7. Projected 
estimates indicate market performance may be driven by a broader group of stocks.

Earnings Growth by Index
As of March 31, 2026
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2) Wide valuation gaps may create opportunities
Value has historically outperformed growth by a healthy margin when the valuation gap (P/E) is above 10x.

Performance of Value vs. Growth Based on Starting P/E Differential
As of March 31, 2026
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3) International and emerging markets opportunities
International equities are projected to deliver robust earnings growth over the next two years, with emerging markets leading the way.

Two-Year Earnings per Share (EPS) Forecast (USD)4

As of March 31, 2026
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4) Small-cap expectations outpace large-cap counterparts 
Small-cap equities have been in an earnings recession for the last three years. However, estimates indicate potential earnings 
outperformance.

One-Year EPS Growth
As of April 10, 2026

-40%

-20%

0%

20%

40%

60%

80%

Small-Cap Stocks Large-Cap Stocks

2027E2026E202520242023

3. Sources: FactSet, MSCI as of March 31, 2026. Japanese Equities = MSCI Japan Index, European Equities = MSCI Europe Index, Emerging Markets Equities = MSCI Emerging Markets Index.
4. Sources: FactSet, Russell. As of April 10, 2026. Small-Cap Stocks = Russell 2000, Large-Cap Stocks = Russell 1000.
Important data provider notices and terms available at www.franklintempletondatasources.com.



The S&P 500 Index features 500 leading US publicly traded companies, with a primary emphasis on market capitalization. Source: © S&P Dow 
Jones Indices LLC. All rights reserved.
The Magnificent Seven stocks are a group of high-performing and influential companies in the US stock market: Alphabet, Amazon, Apple, Meta 
Platforms, Microsoft, NVIDIA and Tesla.
The S&P 493 is known as the S&P 500 Index excluding the seven technology stocks (Magnificent Seven).
The Russell 1000 Index measures the performance of the large-cap segment of the US equity universe. Source: FTSE.
The Russell 1000 Value Index measures the performance of the large-cap value segment of the US equity universe. Source: FTSE.
The Russell 1000 Growth Index measures the performance of the large-cap growth segment of the US equity universe. Source: FTSE.
The Russell Midcap Index measures the performance of the mid-cap segment of the US equity universe. Source: FTSE.
The Russell 2000 Index measures the performance of the small-cap segment of the US equity universe. Source: FTSE.
The MSCI Emerging Markets Index is a market capitalization-weighted index that is designed to measure equity market performance in the 
global emerging markets. 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 MSCI Japan Index is designed to measure the performance of the large- and mid-cap segments of the Japanese market. With 183 
constituents, the index covers approximately 85% of the free float-adjusted market capitalization in Japan. 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 MSCI Europe Index represents large- and mid-cap companies across developed markets in Europe, covering approximately 85% of the free 
float-adjusted market capitalization in these regions. 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 MSCI EAFE Index is a free float-adjusted market capitalization-weighted index designed to measure developed market equity performance, 
excluding the US 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.
WHAT ARE THE RISKS?
All investments involve risks, including possible loss of principal. Equity securities are subject to price fluctuation and possible loss of 
principal. Large-capitalization companies may fall out of favor with investors based on market and economic conditions. Small- and mid-cap 
stocks involve greater risks and volatility than large-cap stocks. 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. 
IMPORTANT INFORMATION
This material is intended to be of general interest only and should not be construed as individual investment advice or a recommendation or 
solicitation to buy, sell or hold any security or to adopt any investment strategy. It does not constitute legal or tax advice. This material may not be 
reproduced, distributed or published without prior written permission from Franklin Templeton.
The views expressed are those of the investment manager and the comments, opinions and analyses are rendered as at publication date and may 
change without notice. The underlying assumptions and these views are subject to change based on market and other conditions and may differ 
from other portfolio managers or of the firm as a whole. The information provided in this material is not intended as a complete analysis of every 
material fact regarding any country, region or market. There is no assurance that any prediction, projection or forecast on the economy, stock 
market, bond market or the economic trends of the markets will be realized. The value of investments and the income from them can go down as 
well as up and you may not get back the full amount that you invested. Past performance is not necessarily indicative nor a guarantee of 
future performance. All investments involve risks, including possible loss of principal.
Any research and analysis contained in this material has been procured by Franklin Templeton for its own purposes and may be acted upon in that 
connection and, as such, is provided to you incidentally. Data from third-party sources may have been used in the preparation of this material and 
Franklin Templeton (“FT”) has not independently verified, validated or audited such data. Although information has been obtained from sources 
that Franklin Templeton believes to be reliable, no guarantee can be given as to its accuracy and such information may be incomplete or 
condensed and may be subject to change at any time without notice. The mention of any individual securities should neither constitute nor be 
construed as a recommendation to purchase, hold or sell any securities, and the information provided regarding such individual securities (if any) 
is not a sufficient basis upon which to make an investment decision. FT accepts no liability whatsoever for any loss arising from use of this 
information and reliance upon the comments, opinions and analyses in the material is at the sole discretion of the user.
US by Franklin Templeton, One Franklin Parkway, San Mateo, California 94403-1906, (800) DIAL BEN/342-5236, franklintempleton.com. 
Investments are not FDIC insured; may lose value; and are not bank guaranteed.
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