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Key Takeaways 
Markets: US stocks advanced during the second quarter of 2025 as equity markets rebounded from April’s lows and •
continued to rally through June, despite bouts of volatility. Temporary delays in tariff hikes, reduced fears of a recession, 
growing expectations of interest-rate cuts later in the year and easing geopolitical tensions helped drive US stocks 
higher. Major US indexes fluctuated, but each posted positive returns by period-end. 
Contributors: Allocations to both the fixed income and equity sides of the portfolio contributed to the fund’s absolute •
returns, while security selection and portfolio positioning assisted relative returns. 
Detractors: Stock selection and an underweight allocation to the industrials sector, as well as selection among health •
care companies, detracted from relative equity returns. 
Outlook: We remained selective among equities and added to high-quality names. Moreover, we reduced exposure to •
investment-grade corporate bonds and added to agency mortgage-backed securities to potentially enhance yield and 
diversification.  

Performance Review 
The strategy outperformed its benchmark, the Blended 50% MSCI USA High Dividend Yield Index + 25% Bloomberg High •
Yield Very Liquid Index + 25% Bloomberg US Aggregate Index, for the quarter ended June 30, 2025. 
Over the course of the quarter, the strategy decreased its fixed income allocation and increased its equity exposure. •
Fixed income allocations to the health care, consumer discretionary and industrials sectors had a positive effect on •
absolute performance. However, US Treasuries (USTs) hindered returns during the period. 
On an individual issuer basis, Community Health Systems, CommScope Holding and Tenet Healthcare were the top •
performers within the strategy’s fixed income positioning. In contrast, Ingersoll-Rand and USTs detracted from returns. 
In terms of equities, the strategy benefited from positions within the information technology, financials and •
industrials sectors. However, the health care, energy and consumer staples sectors detracted from absolute returns. 
Morgan Stanley, JP Morgan Chase & Co. and Microsoft added value within the strategy’s equity holdings. Meanwhile, •
Chevron, UnitedHealth Group and Exxon Mobil detracted from returns during the period. 

Outlook 
Economy: The economic growth outlook continues to be a major area of focus for the fund. The US economy remains •
resilient, but ongoing uncertainty in monetary, fiscal and trade policy may continue to weigh on investor sentiment and the 
broader economy in the second half of the year. Moreover, while the labor market has incrementally cooled, unemployment 
levels are still low on a historical basis. We continue to monitor financial conditions as a leading indicator of future economic 
performance and US Federal Reserve policy. 
Equities: Following two years of narrow market breadth, we started to see a broadening out of market leadership in the •
second half of 2024’s calendar year, which continued through the market volatility in 2025’s second quarter. While we remain 
selective in engaging with equities as index level valuations are elevated, opportunities are available below the index levels, 
which we feel favors active management. 
Treasuries/Government-Backed Bonds: The long end of the yield curve has been particularly volatile as the outlook for •
deficit spending, as well as longer-term economic growth and inflation expectations, has had a larger impact on the longest-
dated bonds. Government securities continue to provide an attractive investment opportunity, in our view, as yields remain 
elevated based on recent history. We believe they continue to offer good diversification potential and can serve as a ballast 
to help hedge portfolios during market volatility. 
Investment-Grade Corporate Bonds: While absolute yield levels are still attractive for an income-generating strategy, •
credit spreads have contracted materially over the past year, which has decreased the attractiveness of investment-grade 
corporate bonds, in our assessment. 
High-Yield Corporate Bonds: Recent market volatility resulted in a combination of wider spreads and substantially higher •
yields, which has provided attractive investment opportunities, in our view. This opportunity was short-lived as spreads 
returned to relatively tight levels by the end of the quarter. While we think the high-yield market offers attractive yields, we 
remain balanced and selective due to the potential for higher refinancing costs impacting companies’ fundamentals. 

Top Holdings (% of Total) 

 

Sector Allocation (Equity as a % of Total) 

Issuer Portfolio
UNITED STATES TREASURY NOTE/BOND 6.49
FEDERAL HOME LOAN MORTGAGE CORP 3.10
CHS/COMMUNITY HEALTH SYSTEMS INC 2.81
GOVT NATL MORTG ASSN 2.45
SOUTHERN CO/THE 2.37
EXXON MOBIL CORP 2.24
JPMORGAN CHASE & CO 2.18
FREEPORT-MCMORAN INC 2.17
BOEING CO 2.17
CHEVRON CORP 1.84

 Portfolio
Information Technology 8.27
Health Care 6.74
Energy 6.02
Industrials 5.59
Consumer Staples 5.37
Utilities 4.25
Financials 4.09
Consumer Discretionary 3.23
Materials 2.90
Communication Services 1.94
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Average annual total returns (%) - as of June 30, 2025-PRELIMINARY 

 

*Cumulative total returns 

Benchmark(s) 
Benchmark =Blended 50% MSCI USA High Dividend Yield Index + 25% Bloomberg High Yield Very Liquid Index + 25% Bloomberg US Aggregate Index 
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. 
Franklin Templeton 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. Generally, investments offering the potential for higher returns are accompanied by a higher degree of risk. Below 
investment grade bonds will have more credit risk and may be less liquid than higher-quality, investment grade bonds. Special risks are associated with foreign investing, including currency 
fluctuations, economic instability and political developments and investments. Other risks inherent in this strategy include interest rate risk and credit risk. Securities markets can fluctuate 
significantly in response to industry, financial or economic developments, and unexpected events, such as the spread of deadly diseases or disasters, can cause investor fear and panic, which 
can adversely affect companies, sectors and the market in general. Investors should review their investment objectives, risk tolerance and liquidity needs before choosing a manager. There is no 
guarantee that investment strategies will work under all market conditions and investors should evaluate their ability to invest for the long term, especially during periods of market 
downturns.Because the Franklin Income SMA Portfolio includes shares of no-fee funds which may engage in a variety of investment strategies involving certain risks, the portfolio is subject to 
those same risks. 

Glossary 
The yield curve shows the relationship between yields and maturity dates for a similar class of bonds. 

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 USA High Dividend Yield Index is designed to reflect the performance of mid- and large-cap equities (excluding REITs) with higher dividend income, which is sustainable and 
persistent, than average dividend yields of securities in the MSCI USA Index. The Bloomberg US High Yield Very Liquid Index (VLI) is a component of the US Corporate High Yield Index 
designed to track a more liquid component of the U.S. dollar-denominated, high-yield, fixed-rate corporate bond market. The Bloomberg US Aggregate Bond Index is comprised of 
investment-grade, U.S. dollar-denominated government, corporate, and mortgage- and asset-backed issues having at least one year to maturity. 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. Bloomberg Indices. 
Important data provider notices and terms available at www.franklintempletondatasources.com. All data is subject to change.  
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 affiliated subadvisors of Franklin Templeton. Management is implemented by FTPPG, the designated subadvisor or, in the 
case of certain programs, the program sponsor or its designee.  
© Franklin Templeton. All rights reserved.

Product 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 2.07 3.67 3.67 6.42 5.16 6.72 — — — — 5.25 6/30/2019
Pure Gross of Fees 2.83 5.20 5.20 9.60 8.30 9.91 — — — — 8.40 6/30/2019
Benchmark 1.44 4.67 4.67 9.23 8.06 6.75 — — — — 5.68 —
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