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This Simplified Prospectus contains selected important
information about Franklin Templeton Investment
Funds (the “Company”) to help you make informed
decisions about investing in the Company. Additional
information about the Company is available in:

e the full Prospectus;

e the most recent audited Annual and unaudited
Semi-Annual Reports of the Company.

These documents may be obtained free of cost from
the Company, its Administrative Agent and from all
distributors of the Shares of the Company.

These documents are incorporated by reference into
this Simplified Prospectus, which means that they
legally form part of this document, just as if they were
printed as part of this document.

This Simplified Prospectus does not constitute an offer
to anyone or solicitation by anyone in any jurisdiction
in which such offer or solicitation is not lawful or in
which the person making such offer or solicitation is
not qualified to do so. The Shares of the Company
may not be directly or indirectly offered or sold in the
United States of America or any of its territories or
possessions or areas subject to its jurisdiction or to or
for the benefit of nationals or residents thereof, unless
pursuant to an exemption from registration requirements
available under the US law, any applicable statute, rule
or interpretation.

The Company is an open-ended investment company
organised as a “société anonyme” under the laws of
the Grand Duchy of Luxembourg and is qualified
as a “société d’investissement a capital variable”.
The Company was incorporated in Luxembourg on
6 November 1990, for an undetermined period of
time. The Company is registered with the Registre
de Commerce et des Sociétés de et a Luxembourg,
under number B 35 177. Copies of the Articles of
Incorporation, as amended, are available for inspection
at the Registre de Commerce et des Sociétés de et a
Luxembourg and the registered office of the Company.

The Company is registered on the official list of collective
undertakings pursuant to Part I of the Luxembourg law
of 20 December 2002 relating to collective investment
undertakings, as amended. The Company qualifies as
an undertaking for collective investment in transferable
securities (a “UCITS”) and has obtained recognition
for marketing its shares in certain member states of the
European Union under EC Council Directive 85/611,

as amended. The Company is sub]ect to the supervision
of the Luxembourg regulator, the “Commission de
Surveillance du Secteur Financier”.

The Company has an “umbrella” structure comprising
various sub-funds (the “Funds”) with different
investment objectives and represented by one or more
Classes of Shares as described in this Simplified
Prospectus. The Board of Directors may authorise the
creation of additional Funds in the future with different
investment objectives, subject to the amendment of this
Simplified Prospectus.

Attention of investors is also drawn on the fixed
amount which may be levied on transactions by
distributors, local paying agents and correspondent
banks established in certain jurisdictions such as Italy.

Shares are offered or in issue in the various Funds,
Classes and currencies as described in the section
“Classes of Shares” and as listed in Appendix 2.

The Board of Directors of the Company may decide
to offer or issue in any Fund any of the existing Classes
of Shares which terms and conditions are more fully
described in the section “Classes of Shares” and
“Sales Charge Structure” of this Simplified Prospectus,
including Alternative Currency Classes of Shares in
any other currency than the Fund base currency as
well as Hedged Class of Shares. Shareholders will be
informed of the issue of such Shares upon publication
of the net asset value per Share of such Class of Share
as described under the section “Calculation and
Publication of Share Prices”.

The English version of this Simplified Prospectus shall
prevail over any other translation.

Regular Savings Plans and

Systematic Withdrawal Plans

Regular Savings Plans and Systematic Withdrawal
Plans are available for the benefit of Shareholders in
various countries and in case a Regular Savings Plan
is terminated before the agreed final date, the amount
of initial charges payable by the relevant Shareholders
may be greater than it would have been in the case

of standard subscriptions, as detailed in Section
“Investment Management Fees and Sales Charge
Structure” of the full Prospectus. For further
information please contact the Transfer Agent or
your local Franklin Templeton Investments office.

Anti-Money Laundering and
Counter-Terrorism Financing Legislation

Pursuant to the Luxembourg Laws of 5 April 1993
relating to the financial sector (as amended) and

12 November 2004 relating to anti-money laundering
and counter-terrorist financing (as amended), as well
as to the circulars of the Luxembourg supervisory
authority (especially the CSSF circular 08/387),
obligations have been imposed on all professionals of
the financial sector to prevent the use of UCITS for
money laundering and terrorism financing purposes.
Within this context a procedure for the identification
of investors has been imposed.

Queries and Additional Information

For any query or more detailed information about
Franklin Templeton Investments Funds, please contact:

Franklin Templeton International Services S.A.,

Client & Dealer Services, 26 boulevard Royal,

L-2449 Luxembourg, tel: (352) 46 66 67 212,

fax: (352) 46 66 76, e-mail: lucs@-
franklintempleton.com www.franklintempleton.lu or
your local Franklin Templeton Investments representative.
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SIMPLIFIED PROSPECTUS OF FRANKLIN TEMPLETON INVESTMENT FUNDS

General Information

The Board of Directors is responsible for the
Company’s management and administration.

Chairman:

The Honorable Nicholas F. Brady,
Chairman and Chief Executive Officer
CHOPTANK PARTNERS, INC.

16 North Washington Street,

Easton, MD 21601, U.S.A.

Directors:

Gregory E. Johnson, President and Chief Executive Officer

FRANKLIN RESOURCES, INC.
One Franklin Parkway
San Mateo, CA 94403-1906, U.S.A.

Dr. J. B. Mark Mobius, Director Emeritus
TEMPLETON ASSET MANAGEMENT LTD

7 Temasek Boulevard, #38-03 Suntec Tower One
Singapore 038987

Mark G. Holowesko, President
HOLOWESKO PARTNERS LTD,

Shipston House, Box N-7776, West Bay Street
Lyford Cay, Nassau, Bahamas

Gregory E. McGowan,

Executive Vice President and General Counsel
TEMPLETON WORLDWIDE, INC.

500 East Broward Boulevard, Suite 2100

Fort Lauderdale, FL. 33394, U.S.A.

Duke of Abercorn KG, Director
TITANIC QUARTER

Barons Court, Omagh BT78 4EZ
Northern Ireland, U.K.

Vijay C. Advani

Executive Vice President-Global Advisory Services
FRANKLIN RESOURCES, INC.

One Franklin Parkway

San Mateo, CA 94403-1906, U.S.A.

Richard H. Frank, Chief Executive Officer
DARBY OVERSEAS INVESTMENTS, LTD
1133 Connecticut Avenue N'W, Suite 400
Washington DC 20036, U.S.A.

David E. Smart

Director and Co-Chief Executive Officer
FRANKLIN TEMPLETON INVESTMENT
MANAGEMENT LIMITED

The Adelphi Building, 1-11 John Adam Street
London WC2N 6HT, England, U.K.

The Honourable Trevor G. Trefgarne, Chairman
GARRO SECURITIES LIMITED

30 Kimbell Gardens

London SW6 6QQ, U.K.

James J.K. Hung

President and Chief Executive Officer
ASIA SECURITIES GLOBAL LTD

Room 63, 21st floor, New World Tower 1
18 Queen’s Road, Central Hong Kong

Geoffrey A. Langlands

Managing Partner

LANGLANDS CONSULTORIA LTDA.
Avenida das Américas 500

Bloco 6, Sala 227 (Downtown)

Rio de Janeiro — R], CEP 22640-100, Brazil

Conducting Officers:

William Lockwood

26, boulevard Royal

L-2449 Luxembourg

Grand Duchy of Luxembourg

Denise Voss

26, boulevard Royal

L-2449 Luxembourg

Grand Duchy of Luxembourg

Registrar and Transfer, Corporate,
Domiciliary and Administrative Agent
FRANKLIN TEMPLETON INTERNATIONAL

SERVICES S.A.
26, boulevard Royal, 1.-2449 Luxembourg

The Registrar and Transfer, Corporate, Domiciliary

and Administrative Agent is responsible for:

e processing the issue, redemption and exchange
of Shares

e the maintenance of accounting records

* the maintenance of the shareholder register of
the Company

e all other administrative functions as required by
the laws of the Grand Duchy of Luxembourg.

Custodian, Principal Paying Agent
and Listing Agent

J.P. MORGAN BANK LUXEMBOURG S.A.
European Bank & Business Centre

6 route de Tréves
L-2633 Senningerberg

J.P. Morgan Bank Luxembourg S.A. has been appointed
Custodian of the Company’s assets, including the
securities and cash of the Company, which will be held
directly or through correspondents, nominees, agents
or delegates of the Custodian.

J.P. Morgan Bank Luxembourg S.A. performs the
custodial functions in accordance with the Luxembourg
law relating to collective investment undertakings.

Auditors

PRICEWATERHOUSECOOPERS S.A R.L.
400, route d’Esch, B.P. 1443, L-1014 Luxembourg

Promoter
FRANKLIN TEMPLETON INVESTMENTS
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SIMPLIFIED PROSPECTUS OF FRANKLIN TEMPLETON INVESTMENT FUNDS

FRANKLIN AsIAN FLEX CAP FUND

Who should invest in the Fund?

Investors...

Type of Fund: Equity Fund

Base currency: USD

Alternative currencies: GBP, SGD
Launch date: 15 November 2006

Management charges: Monthly fee equivalent to 1.00% per
annum of the Fund’s adjusted daily net assets received by
the Investment Manager for each Class of Shares, except

* seeking capital appreciation by investing in equity
securities of companies located in Asia.

e planning to hold their investment for the medium
to long term.

What are the main risks of investing in the Fund?

Class | Shares. For Class | Shares: 0.70%. e Counterparty risk
Total Expense Ratio: A(acc) USD: 2.00%; A(acc) SGD: * Emerging markets risk
1.95%; A(Ydis) GBP: 2.00%; A(Ydis) USD: 2.00%; B(acc) T

USD: 3.25%; C(acc) USD: 2.60%; I(acc) USD: 1.00%; * Equity risk

I(Ydis) USD: 1.00%; N(acc) USD: 2.75%

Investment Manager: Franklin Advisers, Inc. (San Mateo, .
CA, USA) ¢ e Growth stocks risk

e Foreign currency risk

e Liquidity risk
e Markets risk

® Small and mid-sized companies risk

What does the Fund invest in?

Investment objective: Capital appreciation. )
. o . e Warrants risk
Investment strategy: The Fund invests principally in

equity securities including common stock, preferred
stock and convertible securities, as well as in warrants,
participatory notes, and depository receipts of (i)
companies registered in the Asia Region (excluding
Japan), (ii) companies which perform a predominant
part of their business in the Asia Region (excluding
Japan), and (iii) holding companies which hold a
predominant part of their participations in companies
referred to in (i) and (ii), all of them across the entire
market capitalisation spectrum from small to large-cap
companies. The Asia Region (excluding Japan) includes
but is not limited to the following countries/locations:
Hong Kong, India, Indonesia, Korea, Malaysia, People’s
Republic of China, Pakistan, Philippines, Singapore, Sri
Lanka, Taiwan and Thailand. In addition, the Fund
may invest in all other types of transferable securities,
including equity and fixed income securities of issuers
worldwide.

See the Section “Risk Considerations” for a full
discussion of these risks.

Past Performance

The following chart shows the historical returns of the Fund expressed in percentage terms. Please see the Section
“Past Performance” for the assumptions used in this chart.

2007 206 @ 205 |
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SIMPLIFIED PROSPECTUS OF FRANKLIN TEMPLETON INVESTMENT FUNDS

FRANKLIN BIOTECHNOLOGY DI1SCOVERY FUND

FUND DETAILS

Type of Fund: Equity Fund
Base currency: USD
Alternative currency: SGD
Launch date: 3 April 2000

Management charges: Monthly fee equivalent to 1.00% per
annum of the Fund’s adjusted daily net assets received by
the Investment Manager for each Class of Shares, except
Class | shares. For Class | Shares: 0.70%.

Total Expense Ratio: A(acc) USD: 2.12%; A(acc) SGD:
2.11%; B(acc) USD: 3.43%; C(acc) USD: 2.71%; I(acc)
USD: 0.99%; N(acc) USD: 2.86%

Investment Manager: Franklin Advisers, Inc. (San Mateo,
CA, USA)

What does the Fund invest in?
Investment objective: Capital appreciation.

Investment strategy: The Fund invests principally in
equity securities of biotechnology companies and
discovery research firms located in the US and other
countries and to a lesser extent in debt securities of
any type of issuers worldwide.

For the Fund’s investment purposes, a biotechnology
company is one that has at least 50% of its earnings
derived from biotechnology activities, or at least 50%
of its assets devoted to such activities based on the
company’s most recent fiscal year. Biotechnology
activities are research, development, manufacture, and
distribution of various biotechnological or biomedical
products, services and processes. This may include
companies involved with genomics, genetic engineering,
and gene therapy. It also includes companies involved
in the application and development of biotechnology
in areas such as health care, pharmaceuticals, and
agriculture.

To the extent that the Fund invests in debt securities,
it generally buys securities that are rated investment
grade or unrated securities that it determines to be of

Past Performance

comparable quality. Investment grade debt securities are
rated in the top four ratings categories by independent
rating organisations such as Standard & Poor’s
Corporation or Moody’s Investors Service, Inc.

The Fund anticipates that under normal conditions,

it will invest more of its assets in US securities than in
those of any other single country although the Fund
may have more than 50% of its total assets in non-US
securities.

The Investment Manager may take temporary defensive
cash position when it believes the securities trading
markets or the economies of countries where the

Fund invests are experiencing excessive volatility or
prolonged general decline or other adverse conditions.

Who should invest in the Fund?

Investors...

e seeking capital appreciation by investing in equity
securities.

* seeking a growth investment in the biotechnology
sector in the US and around the world.

e planning to hold their investment for the medium to
long term.

What are the main risks of investing in the Fund?

* Biotechnology, communication and technology
sectors risk

e Counterparty risk

e Equity risk

e Foreign currency risk

e Growth stocks risk

e Liquidity risk

e Markets risk

* Small and mid-sized companies risk

See the Section “Risk Considerations” for a full
discussion of these risks.

The following chart shows the historical returns of the Fund expressed in percentage terms. Please see the Section

“Past Performance” for the assumptions used in this chart.

T e M s
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SIMPLIFIED PROSPECTUS OF FRANKLIN TEMPLETON INVESTMENT FUNDS

FRANKLIN EUROLAND CORE FUND

FUND DETAILS

Type of Fund: Equity Fund

Base currency: EUR

Alternative currency: USD

Launch date: 28 November 2008

Management charges: Monthly fee equivalent to 1.00% per
annum of the Fund’s adjusted daily net assets received by
the Investment Manager for each Class of Shares, except
Class | Shares. For Class | Shares: 0.70%.

Total Expense Ratio: A(acc) EUR: 1.87%; A(acc) USD:
1.86%; I(acc) EUR: 0.94%; I(acc) USD: 0.94%; N(acc)
EUR: 2.60%

Investment Manager: Franklin Templeton Investment
Management Limited (Edinburgh, UK)

What does the Fund invest in?

Investment objective: Capital appreciation.

Investment strategy: The Fund seeks to achieve its
investment objective by investing principally in the
equity securities of companies of any market
capitalisation in Euroland countries. In selecting
equity investments, the Investment Manager employs
an active, bottom-up fundamental research process
to search for individual securities believed to possess
superior risk-return characteristics, taking into
account both future growth potential and valuation
considerations.

The Fund principally invests its net assets in the
securities of issuers incorporated or having their
principal business activities in Euroland countries
(i.e. countries having adopted the Euro as their
national currency, the member states of the European
Monetary Union).

To ensure eligibility for the French Plan d’Epargne en
Actions (PEA), the Fund invests at least 75% of its total
assets in equity securities issued by companies which
have their head office in the European Union.

Since the investment objective is more likely to be
achieved through an investment policy that is flexible
and adaptable, the Fund may also seek investment
opportunities in other types of transferable securities,
which do not fulfil the requirements set out above.

Who should invest in the Fund?

Investors...

e seeking capital appreciation by investing primarily
in equity securities of companies located in member
countries of the European Monetary Union.

e planning to hold their investment for the medium
to long term.

What are the main risks of investing in the Fund?
e Counterparty risk

e Equity risk

® Growth stocks risk

e Liquidity risk

e Markets risk

See the Section “Risk Considerations” for a full
discussion of these risks.

Past Performance
N/A
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SIMPLIFIED PROSPECTUS OF FRANKLIN TEMPLETON INVESTMENT FUNDS

FRANKLIN EUROPEAN GROWTH FUND

FUND DETAILS

Type of Fund: Equity Fund
Base currency: EUR
Launch date: 29 December 2000

Management charges: Monthly fee equivalent to 1.00% per
annum of the Fund’s adjusted daily net assets received by
the Investment Manager for each Class of Shares, except
Class | Shares. For Class | Shares: 0.70%.

Total Expense Ratio: A(acc): 2.01%; I(acc): 1.00%; N(acc):
2.76%

Investment Manager: Franklin Templeton Investment
Management Limited (Edinburg, UK) and Franklin
Templeton Institutional, LLC (New York, NY, USA)

What does the Fund invest in?

Investment objective: Capital appreciation.

Investment strategy: The Fund seeks to achieve its
investment objective by investing principally in equity
and/or equity-related securities (including warrants and
convertible securities) of companies of any market
capitalisation. In selecting equity investments, the
Investment Manager employs an active, bottom-up
fundamental research process to search for individual
securities believed to possess superior risk-return
characteristics.

The Fund principally invests its net assets in securities
of issuers incorporated or having their principal
business activities in European countries.

Since the investment objective is more likely to be
achieved through an investment policy that is flexible
and adaptable, the Fund may also seek investment
opportunities in other types of transferable securities,
which do not fulfil the requirements set out above.

Past Performance

Who should invest in the Fund?

Investors...

e seeking capital appreciation by investing in equity
securities.

* seeking a growth investment concentrated in
companies of any European country.

e planning to hold their investment for the medium
to long term.

What are the main risks of investing in the Fund?
e Counterparty risk

e Equity risk

e Foreign currency risk

* Growth stocks risk

e Liquidity risk

® Markets risk

e Warrants risk

See the Section “Risk Considerations” for a full
discussion of these risks.

The following chart shows the historical returns of the Fund expressed in percentage terms. Please see the Section

“Past Performance” for the assumptions used in this chart.

2007

M Aacc) EUR I(acc) EUR [ N(acc) EUR
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SIMPLIFIED PROSPECTUS OF FRANKLIN TEMPLETON INVESTMENT FUNDS

FRANKLIN EUROPEAN SMALL-MiD CAP GROWTH FUND

FUND DETAILS

Type of Fund: Equity Fund

Base currency: EUR

Alternative currency: USD
Launch date: 3 December 2001

Management charges: Monthly fee equivalent to 1.00% per
annum of the Fund’s adjusted daily net assets received by
the Investment Manager for each Class of Shares, except
Class | Shares. For Class | Shares: 0.70%.

Total Expense Ratio: A(acc) EUR: 2.07%; A(acc) USD:
2.07%; B(acc) USD: 3.37%; I(acc) EUR: 1.00%; I(acc)
USD: 1.00%; N(acc) EUR: 2.82%

Investment Manager: Franklin Templeton Institutional, LLC
(New York, NY, USA)

What does the Fund invest in?
Investment objective: Capital appreciation.

Investment strategy: The Fund seeks to achieve its
investment objective by investing principally in equity
and/or equity-related securities (including warrants and
convertible securities) of small and mid-cap European
companies. In selecting equity investments, the
Investment Manager employs an active, bottom-up
fundamental research process to search for individual
securities believed to possess superior risk-return
characteristics.

The Fund principally invests its net assets in the
securities of issuers incorporated or having their
principal business activities in European countries and
which have a market capitalisation above Euro 100
million and below Euro 8 billion or the equivalent in
local currencies at the time of purchase.

Past Performance

Since the investment objective is more likely to be
achieved through an investment policy that is flexible
and adaptable, the Fund may also seek investment
opportunities in other types of transferable securities,
which do not fulfil the requirements set out above.

Who should invest in the Fund?

Investors...

* seeking capital appreciation by investing in equity
securities.

 seeking a growth investment concentrated in small
or mid-cap companies of any European country.

e planning to hold their investment for the medium
to long term.

What are the main risks of investing in the Fund?
e Counterparty risk

e Equity risk

e Foreign currency risk

e Growth stocks risk

e Liquidity risk

® Markets risk

* Small and mid-sized companies risk

e Warrants risk

See the Section “Risk Considerations” for a full
discussion of these risks.

The following chart shows the historical returns of the Fund expressed in percentage terms. Please see the Section

“Past Performance” for the assumptions used in this chart.
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SIMPLIFIED PROSPECTUS OF FRANKLIN TEMPLETON INVESTMENT FUNDS

TEMPLETON GROWTH (EURO) FUND

FUND DETAILS

Type of Fund: Equity Fund
Base currency: EUR
Alternative currency: USD
Launch date: 9 August 2000

Management charges: Monthly fee equivalent to 1.00% per
annum of the Fund’s adjusted daily net assets received by
the Investment Manager for each Class of Shares, except
Class | Shares. For Class | Shares: 0.70%.

Total Expense Ratio: A(acc) EUR: 1.94%; A(acc) USD:
1.93%; A(acc) EUR-H2: N/A; A(Ydis) EUR: 1.94%;
A(Ydis) USD: 1.94%; B(Ydis) EUR: 3.25%; C(acc) EUR:
2.53%; I(acc) EUR: 0.98%; I(Ydis) EUR: 0.99%; I(Ydis)
USD: 0.99%; N(acc) EUR: 2.69%

Investment Manager: Templeton Global Advisors Limited
(Nassau, Bahamas)

What does the Fund invest in?
Investment objective: Capital appreciation.

Investment strategy: The Fund invests principally in
the equity securities including common stocks and
preferred stocks of companies located anywhere in
the world, including Emerging Markets.

Equity securities generally entitle the holder to
participate in a company’s general operating results.
The Fund also invests in American, European, and
Global Depository Receipts. These are certificates
issued typically by a bank or a trust company that give
their holders the right to receive securities issued by a
foreign or domestic company. Depositary Receipts

do not eliminate currency and economic risks for
underlying shares of a company operating in another
country.

Depending upon current market conditions, the Fund
may also invest up to 25% of its net assets in debt
securities of companies and governments located
anywhere in the world. Debt securities represent an

Past Performance

obligation of the issuer to repay a loan of money to
it and generally provide for the payment of interest.
These include bonds, notes and debentures.

In choosing equity investments, the Investment
Manager focuses on the market price of a company’s
securities relative to its evaluation of the company’s
long-term earnings, asset value and cash flow potential,
as well as on other measures that the Investment
Manager deems appropriate to determine a

company’s value.

The name of the Fund reflects the base currency of the
Fund being in Euro and does not necessarily imply that
any particular proportion of the Fund’s net invested
assets is made in Euro.

Who should invest in the Fund?

Investors...

e seeking capital appreciation by investing in
undervalued securities in a well-diversified global
equity fund with the Euro as its base currency.

e planning to hold their investment for the medium to
long term.

What are the main risks of investing in the Fund?
e Class hedging risk

e Counterparty risk

* Emerging markets risk

e Equity risk

e Foreign currency risk

e Liquidity risk

® Markets risk

See the Section “Risk Considerations” for a full
discussion of these risks.

The following chart shows the historical returns of the Fund expressed in percentage terms. Please see the Section

“Past Performance” for the assumptions used in this chart.
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TEMPLETON KOREA FUND

FUND DETAILS

Type of Fund: Equity Fund
Base currency: USD

Alternative currency: SGD
Launch date: 8 May 1995

Management charges: Monthly fee equivalent to 1.60% per
annum of the Fund’s adjusted daily net assets received by
the Investment Manager for each Class of Shares, except
Class | Shares. For Class | Shares: 1.10%.

Total Expense Ratio: A(acc) USD: 2.68%; A(acc) SGD:
2.67%; C(acc) USD: 3.25%; I(acc) USD: 1.40%; N(acc)
USD: 3.17%

Investment Manager: Templeton Asset Management Ltd.
(Singapore)

What does the Fund invest in?

Investment objective: Capital appreciation.

Investment strategy: The Fund invests primarily in
equity securities issued by Korean incorporated
companies or companies having their principal business
activities in Korea.

The Fund may also invest in equity securities of issuers
having assets, earnings or profits in Korea. The Fund
invests in equities and other securities, including
securities issued by the Korean government and, to a
lesser extent, warrants of issuers on the Korean stock
market.

Past Performance

Who should invest in the Fund?

Investors...

* seeking capital appreciation by investing in equity
securities of Korea.

e planning to hold their investment for the medium to
long term.

What are the main risks of investing in the Fund?
e Counterparty risk

* Emerging markets risk

e Equity risk

e Foreign currency risk

e Liquidity risk

* Markets risk

e Warrants risk

See the Section “Risk Considerations” for a full
discussion of these risks.

The following chart shows the historical returns of the Fund expressed in percentage terms. Please see the Section

“Past Performance” for the assumptions used in this chart.
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TEMPLETON LATIN AMERICA FUND

FUND DETAILS

Type of Fund: Equity Fund

Base currency: USD

Alternative currencies: EUR, GBP, SGD
Launch date: 30 September 1996

Management charges: Monthly fee equivalent to 1.40% per
annum of the Fund’s adjusted daily net assets received by
the Investment Manager for each Class of Shares, except
Class | Shares. For Class | Shares: 1.00%.

Total Expense Ratio: A(acc) USD: 2.36%; A(acc) SGD:
2.34%; A(Ydis) USD: 2.36%; A(Ydis) EUR: 2.36%;
A(Ydis) GBP: 2.35%; B(acc) USD: 3.66%; C(acc) USD:
2.94%; l(acc) USD: 1.29%; I(Ydis) EUR-H2: N/A; N(acc)
USD: 2.85%

Investment Manager: Templeton Asset Management Ltd.
(Singapore)

What does the Fund invest in?

Investment objective: Capital appreciation.

Investment strategy: The Fund invests primarily in
equity securities and as an ancillary matter in debt
securities of issuers incorporated or having their
principal business activities in the Latin American
region. The Latin American region includes, but is not
limited to, the following countries: Argentina, Belize,
Bolivia, Brazil, Chile, Colombia, Costa Rica, Ecuador,
El Salvador, French Guyana, Guatemala, Guyana,
Honduras, Mexico, Nicaragua, Panama, Paraguay,
Peru, Surinam, Trinidad/Tobago, Uruguay and
Venezuela. The balance of the Fund’s assets may be
invested in equity securities and debt obligations of
companies and government entities of countries other
than those named above.

Since the investment objective is more likely to be
achieved through an investment policy that is flexible
and adaptable, the Fund may seek investment

Past Performance

opportunities in other types of securities, such as
preferred stock, securities convertible into common
stock and fixed income securities which are
denominated in currencies other than Latin American
currencies such as US dollar or Euro.

Who should invest in the Fund?
Investors...
e seeking capital appreciation by investing in equity

securities in Latin America, including Emerging
Markets.

e planning to hold their investment for the medium
to long term.

What are the main risks of investing in the Fund?
* Class hedging risk

e Counterparty risk

* Emerging markets risk

e Equity risk

e Foreign currency risk

e Liquidity risk

e Markets risk

See the Section “Risk Considerations” for a full
discussion of these risks.

The following chart shows the historical returns of the Fund expressed in percentage terms. Please see the Section

“Past Performance” for the assumptions used in this chart.
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TEMPLETON THAILAND FUND

FUND DETAILS

Type of Fund: Equity Fund
Base currency: USD
Alternative currency: SGD
Launch date: 20 June 1997

Management charges: Monthly fee equivalent to 1.60% per
annum of the Fund’s adjusted daily net assets received by
the Investment Manager for each Class of Shares, except
Class | Shares. For Class | Shares: 1.10%.

Total Expense Ratio: A(acc) USD: 2.59%; A(acc) SGD:
2.59%; B(acc) USD: 3.88%; I(acc) USD: 1.40%; N(acc)
USD: 3.08%

Investment Manager: Templeton Asset Management Ltd.
(Singapore)

What does the Fund invest in?

Investment objective: Capital appreciation.

Investment strategy: The Fund invests primarily in
equity securities of issuers incorporated in Thailand or
issuers having their principal business activities in

Thailand.

The Fund may also invest in equity securities of issuers
having their assets, earnings or profits in Thailand. The
Fund invests in equities and other securities, including
securities issued by the Thailand government and, to a
lesser extent, warrants of issuers on the Thailand stock
market.

Past Performance

Who should invest in the Fund?

Investors...

* seeking capital appreciation by investing in equity
securities of Thailand.

e planning to hold their investment for the medium
to long term.

What are the main risks of investing in the fund?
e Counterparty risk

* Emerging markets risk

e Equity risk

e Foreign currency risk

e Liquidity risk

* Markets risk

e Warrants risk

See the Section “Risk Considerations” for a full
discussion of these risks.

The following chart shows the historical returns of the Fund expressed in percentage terms. Please see the Section

“Past Performance” for the assumptions used in this chart.
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TEMPLETON U.S. DOLLAR LiQuiD RESERVE FUND

FUND DETAILS

Type of Fund: Liquid Reserve Fund

Base currency: USD

Launch date: 1 June 1994

Management charges: Monthly fee equivalent to 0.30% per
annum of the Fund’s adjusted daily net assets received by
the Investment Manager for each Class of Shares, except
Class | Shares. For Class | Shares: 0.20%.

Total Expense Ratio: A(acc): 0.63%; A(Mdis): 0.63%;
B(Mdis): 1.68%; C(acc): 1.60%; I(acc): 0.37%; N(acc):
1.52%

Investment Manager: Franklin Advisers, Inc. (San Mateo,
CA, USA)

What does the Fund invest in?

Investment objective: High quality securities primarily
US dollar denominated, or hedged back into US dollar
to avoid any currency exposure.

Investment strategy: The Fund consists principally of
transferable securities and money market instruments
issued or guaranteed by the governments of any nation
worldwide and eligible securities of corporate issuers
of any nation. The portfolio is invested in a manner
that the average remaining maturity of all securities
and instruments comprised in the portfolio of the Fund
does not exceed twelve months. For the purpose of
calculating the residual maturity of each single security
or instrument, the financial instruments attached
thereto shall be taken into account. For the securities
or instruments whose terms of issue provide for an
adjustment of their interest rate by reference to market
conditions, the residual maturity until the date on
which the rate is adjusted shall be considered.

Past Performance

Who should invest in the Fund?
Investors...
¢ seeking safety of principal and current income.

* seeking investments in high-quality securities,
primarily US dollar denominated or hedged back
to the US dollar.

e planning to hold their investment for the short term.

What are the main risks of investing in the Fund?
e Counterparty risk

e Credit risk

e Interest rate securities risk

e Markets risk

See the Section “Risk Considerations” for a full
discussion of these risks.

The following chart shows the historical returns of the Fund expressed in percentage terms. Please see the Section

“Past Performance” for the assumptions used in this chart.
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TEMPLETON U.S. VALUE FUND

FUND DETAILS

Type of Fund: Equity Fund

Base currency: USD

Alternative currencies: GBP, EUR
Launch date: 29 August 2003

Management charges: Monthly fee equivalent to 1.00% per
annum of the Fund’s adjusted daily net assets received by
the Investment Manager for each Class of Shares, except
Class | Shares. For Class | (acc) Shares: 0.70%.

Total Expense Ratio: A(acc) USD: 1.94%; A(acc) EUR:
1.94%; A(acc) EUR-H1: 1.94%; A(Ydis) EUR: 1.96%;
A(Ydis) GBP: 2.10%; B(acc) USD: 3.29%; C(acc) USD:
2.52%: l(acc) USD: 1.00%; I(acc) EUR: 1.00%; I(acc)
EUR-H1: 1.01%; I(Ydis) GBP: 0.99%; N(acc) USD:
2.70%

Investment Manager: Franklin Templeton Investment
Management Limited (Edinburgh, UK)

What does the Fund invest in?

Investment objective: Capital appreciation.

Investment strategy: The Fund invests principally in
equity securities and debt obligations of companies in
the United States and may invest in securities of any
size. The Fund invests principally in common stocks.

Since the investment objective is more likely to be
achieved through an investment policy that is flexible
and adaptable, the Fund may also seek investment
opportunities in other types of transferable securities,
such as preferred stock, securities convertible into
common stock and fixed income securities, which are
US dollar denominated.

Past Performance

The Fund may use various derivative instruments
seeking to protect its assets, implement a cash or tax
management strategy or enhance its returns as
described in the section “Risk Considerations”. The
Fund may enter into interest rate, index, currency
exchange or equity swap agreements up to 5% of
its total assets.

Who should invest in the Fund?
Investors...
¢ seeking capital appreciation by investing in

undervalued equity securities of issuers concentrated
in the US.

e planning to hold their investment for the medium
to long term.

What are the main risks of investing in the Fund?
 Class hedging risk

e Counterparty risk

e Equity risk

* Liquidity risk

e Markets risk

See the Section “Risk Considerations” for a full
discussion of these risks

The following chart shows the historical returns of the Fund expressed in percentage terms. Please see the Section

“Past Performance” for the assumptions used in this chart.
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Risk Considerations

What are the risks of investing in a Fund?

The value of the Shares will increase as the value of
the securities owned by any Fund of the Company
increases and will decrease as the value of the Fund’s
investments decrease. In this way, Shareholders
participate in any change in the value of the securities
owned by the relevant Fund(s). In addition to the
factors that affect the value of any particular security
that a Fund owns, the value of the Fund’s Shares may
also change with movements in the stock and bond
markets as a whole.

A Fund may own securities of different types, or from
different asset classes—equities, bonds, money market
instruments, derivatives—depending on the Fund’s
investment objective.

Different investments have different types of investment
risk. The Funds also have different kinds of risk,
depending on the securities they own. Below is a
summary of the various types of investment risk that
may be applicable to the Funds.

Biotechnology, Communication and

Technology Sectors Risk

Investment in the biotechnology, communication and
technology sectors may present a greater risk and a
higher volatility than investment in a broader range
of securities covering different economic sectors. In
addition, these sectors may be subject to greater
government regulation than other sectors and, as a
result, changes to such government regulation may
have a material adverse effect on these sectors. Such
investments may therefore drop sharply in value in
response to market, regulatory or research setbacks in
addition to possible adverse effects from the competition
of new market entrants, patent considerations and
product obsolescence. Particularly within technology,
short product cycles and diminishing profit margins
are additional factors to consider when investing.

Class Hedging Risk

The Company may engage in currency hedging
transactions with regards to a certain Class of Shares
(the “Hedged Share Class”). Hedged Share Classes

are designed (i) to reduce exchange rate fluctuations
between the currency of the Hedged Share Class and
the base currency of the Fund or (ii) to reduce exchange
rate fluctuations between the currency of the Hedged
Share Class and other material currencies within the
Fund’s portfolio.

The hedging will be undertaken to reduce exchange
rate fluctuation in case the base currency of the Fund
or other material currencies within the Fund (the

“reference currency(ies)”) is(are) declining or increasing
in value relative to the hedged currency. The hedging
strategy employed will seek to reduce as far as possible
the exposure of the Hedged Share Classes and no
assurance can be given that the hedging objective will
be achieved. In the case of a net flow to or from a
Hedged Share Class the hedging may not be adjusted
and reflected in the net asset value of the Hedged Share
Class until the following or a subsequent business day
following the Valuation Day on which the instruction
was accepted.

This risk for holders of any hedged Class of Shares
may be mitigated by using any of the efficient portfolio
management techniques and instruments (including
currency options and forward currency exchange
contracts currency futures, written call options and
purchased put options on currencies and currency
swaps), within the conditions and limits imposed by
the Luxembourg financial supervisory authority.

Investors should be aware that this strategy may
substantially limit Shareholders of the relevant Hedged
Share Class from benefiting from any potential increase
in value of the Share Class expressed in the reference
currency(ies), if the Hedged Share Class currency falls
against the base currency of the Fund. Additionally,
Shareholders of the Hedged Share Class may be
exposed to fluctuations in the net asset value per Shares
reflecting the gains/loss on and the costs of the relevant
financial instruments. The gains/losses on and the costs
of the relevant financial instruments will accrue solely
to the relevant Hedged Share Class.

Any financial instruments used to implement such
hedging strategies with respect to one or more Classes
of a Fund shall be assets and/or liabilities of such Fund
as a whole, but will be attributable to the relevant
Class(es) and the gains/losses on and the costs of the
relevant financial instruments will accrue solely to the
relevant Class. However, due to the lack of segregated
liabilities between Classes of the same Fund, costs
which are principally attributed to a specific Class may
be ultimately charged to the Fund as a whole. Any
currency exposure of a Class may not be combined
with or offset against that of any other Class of a Fund.
The currency exposure of the assets attributable to a
Class may not be allocated to other Classes. No
intentional leveraging should result from currency
hedging transactions of a Class although hedging may
exceed 100% for short periods between redemption
instructions and execution of the hedge trade. More
details as to the rules governing allocation of assets and
liabilities at a class level are contained in Appendix D
of the full Prospectus.
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Counterparty Risk

When over-the-counter (OTC) or other bilateral
contracts are entered into (inter alia OTC derivatives,
repurchase agreements, security lending,...) the
Company may find itself exposed to risks arising from
the solvency of its counterparties and from their ability
to respect the conditions of these contracts. The
Company is exposed to the risk that the counterparty
will fail to respect its commitments under the term of
each contract.

Credit Risk

Credit risk, a fundamental risk relating to all fixed
income securities as well as money market instruments,
is the chance that an issuer will fail to make principal
and interest payments when due. Issuers with higher
credit risk typically offer higher yields for this added
risk. Conversely, issuers with lower credit risk typically
offer lower yields. Generally, government securities are
considered to be the safest in terms of credit risk, while
corporate debt, especially those with poorer credit
ratings, have the highest credit risk. Changes in the
financial condition of an issuer, changes in economic
and political conditions in general, or changes in
economic and political conditions specific to an issuer,
are all factors that may have an adverse impact on an
issuer’s credit quality and security values.

Credit-linked Securities Risk

Credit-linked securities are debt securities that represent
an interest in a pool of, or are otherwise collateralised by
one or more corporate debt obligations or credit default
swaps incorporated debt or bank loan obligations. Such
debt obligations may represent the obligations of one or
more corporate issuers. The Fund has the right to receive
periodic interest payments from the issuer of the credit-
linked security (usually the seller of the underlying
credit default swap(s)) at an agreed-upon interest rate,
and a return of principal at the maturity date.

The Fund bears the risk of loss of its principal investment,
and the periodic interest payments expected to be
received for the duration of its investment in the credit-
linked security, in the event that one or more of the
debt obligations underlying the credit default swaps
go into default or otherwise become non-performing.
Upon the occurrence of such a credit event (including
bankruptcey, failure to timely pay interest or principal,
or a restructuring), the Fund affected will generally
reduce the principal balance of the related credit-linked
security by the Fund’s pro rata interest in the par
amount of the defaulted underlying debt obligation

in exchange for the actual value of the defaulted
underlying obligation or the defaulted underlying
obligation itself, resulting in a loss of a portion of the
Fund’s investment. Thereafter, interest on the credit-

linked security will accrue on a smaller principal
balance and a smaller principal balance will be returned
at maturity. To the extent a credit-linked security
represents an interest in underlying obligations of a
single corporate or other issuer, a credit event with
respect to such issuer presents greater risk of loss to a
Fund than if the credit-linked security represented an
interest in underlying obligations of multiple issuers.

In addition, the Fund bears the risk that the issuer of the
credit-linked security will default or become bankrupt.
In such an event, the Fund may have difficulty being
repaid, or fail to be repaid, the principal amount of

its investment and the remaining periodic interest
payments thereon.

An investment in credit-linked securities also involves
reliance on the counterparty to the credit default swap
entered into with the issuer of the credit-linked security
to make periodic payments to the issuer under the
terms of the swap. Any delay or cessation in the making
of such payments may be expected in certain instances
to result in delays or reductions in payments to the
Fund as an investor in such credit-linked securities.
Additionally, credit-linked securities are typically
structured as limited recourse obligations of the issuer
of such securities such that the securities issued will
usually be obligations solely of the issuer and will not
be obligations or responsibilities of any other person.

Most credit-linked securities are structured as US Rule
144 A securities so that they may be freely traded
among institutional buyers. A Fund will generally only
purchase credit-linked securities, which are determined
to be liquid in accordance with the Fund’s liquidity
guidelines. However, the market for credit-linked
securities may suddenly become illiquid. The other
parties to the transaction may be the only investors
with sufficient understanding of the derivative to be
interested in bidding for it. Changes in liquidity may
result in significant, rapid and unpredictable changes
in the prices for credit-linked securities. In certain cases,
a market price for a credit-linked security may not be
available or may not be reliable, and the Fund could
experience difficulty in selling such security at a price
the Investment Manager believes is fair.

The value of a credit-linked security will typically
increase or decrease with any change in value of the
underlying debt obligations, if any, held by the issuer
and the credit default swap. Further, in cases where
the credit-linked security is structured such that the
payments to the Fund are based on amounts received
in respect of, or the value of performance of, any
underlying debt obligations specified in the terms of
the relevant credit default swap, fluctuations in the
value of such obligation may affect the value of the
credit-linked security.
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Defaulted Debt Securities Risk

Some Funds may invest in debt securities on which
the issuer is not currently making interest payments
(defaulted debt securities). These Funds may buy
defaulted debt securities if, in the opinion of the
Investment Manager, it appears likely that the issuer
may resume interest payments or other advantageous
developments appear likely in the near future. These
securities may become illiquid.

The risk of loss due to default may also be considerably
greater with lower-quality securities because they are
generally unsecured and are often subordinated to other
creditors of the issuer. If the issuer of a security in a
Fund’s portfolio defaults, the Fund may have unrealised
losses on the security, which may lower the Fund’s net
asset value per Share. Defaulted securities tend to lose
much of their value before they default. Thus, the
Fund’s net asset value per Share may be adversely
affected before an issuer defaults. In addition, the Fund
may incur additional expenses if it must try to recover
principal or interest payments on a defaulted security.

Included among the issuers of debt securities or
obligations in which the Company may invest are
entities organised and operated solely for the purpose
of restructuring the investment characteristics of
various securities or obligations. These entities may be
organised by investment banking firms, which receive
fees in connection with establishing each entity and
arranging for the placement of its securities.

Derivative Risk

For the purpose of efficient portfolio management,
the Company may, within the context of each Fund’s
overall investment policy, and within the limits set
forth in the investment restrictions applicable to the
Funds, engage in certain transactions involving the use
of derivative instruments, including; (i) put and call
options on securities, debt obligations, indices and
currencies (including over-the-counter options); (ii)
stock index and interest rate futures contracts and
options thereon; (iii) structured products, where the
security is linked to or derives its value from another
security; and (iv) delayed delivery or when-and-if issued
securities such as may be created as a result of a debt
restructuring. The Company may engage, within the
limits established by the investment restrictions, in
various portfolio strategies involving the use of hedging
instruments in order to hedge against market and
currency risks. If a Fund intends to engage in
transactions involving the use of derivative instruments
as part of its investment strategy, rather than on

an occasional basis, this will be described in the
investment objective of such Fund.

The use of derivative instruments and hedging
transactions may or may not achieve its intended
objective and involves special risks.

Some Funds may also invest in financial derivative
instruments as part of their portfolio as more fully
disclosed in their investment objectives.

The global exposure of a Fund to financial derivative
instruments shall not exceed its total net assets value
and as a result the total risk exposure of such Fund
shall not exceed 200% of its net assets value on a
permanent basis.

Performance and value of derivative instruments
depend, at least in part, on the performance or value of
the underlying asset (swaps, options, forwards, futures,
warrants, etc.). Derivative instruments involve cost, may
be volatile, and may involve a small investment relative
to the risk assumed (leverage effect). Their successful
use may depend on the Investment Manager’s ability

to predict market movements. Risks include delivery
failure, default by other party or the inability to close
out a position because the trading market becomes
illiquid. Some derivative instruments are particularly
sensitive to changes in interest rates. The risk of loss to
a Fund for a swap transaction on a net basis depends
on which party is obliged to pay the net amount to the
other party. If the counterparty is obliged to pay the net
amount to the Fund, the risk of loss to the Fund is the
loss of the entire amount that the Fund is entitled to
receive; if the Fund is obliged to pay the net amount,
the Fund’s risk of loss is limited to the net amount due.
Over-the-counter derivative instruments involve a
higher degree of risk as over-the-counter markets are
less liquid and regulated.

Emerging Markets Risk

All Fund investments in the securities issued by
corporations, governments, and public-law entities in
different nations and denominated in different currencies
involve certain risks. These risks are typically increased
in developing countries and Emerging Markets. Such
risks, which can have adverse effects on portfolio
holdings, may include: (i) investment and repatriation
restrictions; (ii) currency fluctuations; (iii) the potential
for unusual market volatility as compared to more
industrialised nations; (iv) government involvement

n the private sector; (v) limited investor information
and less stringent investor disclosure requirements;

(vi) shallow and substantially smaller liquid securities
markets than in more industrialised countries, which
means a Fund may at times be unable to sell certain
securities at desirable prices; (vii) certain local tax law
considerations; (viii) limited regulation of the securities
markets; (ix) international and regional political and
economic developments; (x) possible imposition of
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exchange controls or other local governmental laws
or restrictions; (xi) the increased risk of adverse effects
from deflation and inflation; (xii) the possibility of
limited legal recourse for the Fund; and (xiii) the
custodial and/or the settlement systems may not be fully
developed. Investors in funds investing in Emerging
Markets should in particular be informed that the
liquidity of securities issued by corporations and public-
law entities in Emerging Markets may be substantially
smaller than with comparable securities in
industrialized countries.

Equity Risk

The value of all Funds that invest in equity and equity
related securities will be affected by economic, political,
market, and issuer specific changes. Such changes may
adversely affect securities, regardless of company
specific performance. Additionally, different industries,
financial markets, and securities can react differently to
these changes. Such fluctuations of the Fund’s value are
often exacerbated in the short term as well. The risk
that one or more companies in a Fund’s portfolio will
fall, or fail to rise, can adversely affect the overall
portfolio performance in any given period.

Foreign Currency Risk

Since the Company values the portfolio holdings of
each of its Funds in either US dollar, Japanese Yen or
Euro, changes in currency exchange rates adverse to
those currencies may affect the value of such holdings
and each respective Fund’s yield thereon.

Since the securities held by a Fund may be denominated
in currencies different from its base currency, the Fund
may be affected favorably or unfavorably by exchange
control regulations or changes in the exchange rates
between such reference currency and other currencies.
Changes in currency exchange rates may influence the
value of a Fund’s Shares, and also may affect the value
of dividends and interests earned by the Fund and gains
and losses realised by said Fund. If the currency in
which a security is denominated appreciates against

the base currency, the price of the security could
increase. Conversely, a decline in the exchange rate

of the currency would adversely affect the price of

the security.

To the extent that a Fund or any Class of Shares seeks
to use any strategies or instruments to hedge or to
protect against currency exchange risk, there is no
guarantee that hedging or protection will be achieved.
Unless otherwise stated in any Fund’s investment policy,
there is no requirement that any Fund seeks to hedge or
to protect against currency exchange risk in connection
with any transaction.

Funds which use currency management strategies,
including the use of cross currency forwards and
currency futures contracts, may substantially change
the Fund’s exposure to currency exchange rates and
could result in losses to the Fund if the currencies do
not perform as the Investment Manager expects.

Frontier Markets Risk

Investments in emerging market countries involve
special risks, including currency fluctuations and
economic and political uncertainties, in addition to
those associated with these markets’ smaller size,
lesser liquidity and lack of established legal, political,
business and social frameworks to support securities
markets. Frontier markets are even smaller, less
developed and less accessible emerging markets and
involve additional risks.

Growth Stocks Risk

Funds investing in growth stocks can be more volatile
and may react differently to economic, political, market,
and issuer specific developments than the overall market.
Historically, the prices of growth stocks have been more
volatile than other securities, especially, over short term
periods of time. Growth stocks may also be more
expensive, relative to their earnings, than the market in
general. As such, growth stocks can experience greater
volatility in reaction to changes in earnings growth.

Initial Public Offerings Risk

Some Funds may invest in initial public offerings
(“IPOs”). IPO risk is the risk that the market values
of IPO shares may experience high volatility from
factors such as the absence of a prior public market,
unseasoned trading, the limited number of shares
available for trading and limited information about
the issuer. Additionally, a Fund may hold IPO shares
for a very short period of time, which may increase a
Fund’s expenses. Some investments in IPOs may have
an immediate and significant impact on a Fund’s
performance.

Interest Rate Securities Risk

All Funds that invest in debt securities or money
market instruments are subject to interest rate risk. A
fixed income security’s value will generally increase in
value when interest rates fall and decrease in value
when interest rates rise. Interest rate risk is the chance
that such movements in interest rates will negatively
affect a security’s value or, in a Fund’s case, its net
asset value. Fixed income securities with longer-term
maturities tend to be more sensitive to interest rate
changes than shorter-term securities. As a result,
longer-term securities tend to offer higher yields for
this added risk. While changes in interest rates may
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affect a Fund’s interest income, such changes may
positively or negatively affect the net asset value of
the Fund’s Shares on a daily basis.

Liquidity Risk

Reduced liquidity may have an adverse impact on
market price and the Company’s ability to sell
particular securities when necessary to meet the
Company’s liquidity needs or in response to a specific
economic event such as the deterioration in the
creditworthiness of an issuer.

Low-Rated or Non-Investment Grade Securities Risk
Some Funds may invest in higher-yielding securities
rated lower than investment grade. Accordingly, an
investment in these Funds is accompanied by a higher
degree of credit risk. Below investment grade securities
such as, for example, high yield debt securities, may
be considered a high risk strategy and can include
securities that are unrated and/or in default. Lower-
quality, higher-yielding securities may also experience
greater price volatility when compared to higher-
quality, lower-yielding securities. Additionally, default
rates tend to rise for companies with poorer rated
securities during economic recessions or in times of
higher interest rates. Companies issuing high yield debt
securities are not as strong financially and their low
creditworthiness may increase the potential for their
insolvency. The companies are more likely to encounter
financial difficulties and are more vulnerable to changes
in the economy, such as a recession or a sustained
period of rising interest rates that could affect their
ability to make interest and or principal payments.

Market Risk

This is a general risk which affects all types of investment.

Price trends are determined mainly by financial market
trends and by the economic development of the issuers,
who are themselves affected by the overall situation of
the global economy and by the economic and political
conditions prevailing in each country. Because the
securities the Fund holds fluctuate in price, the value
of your investment in the Fund will go up and down.
You may not get back the amount you invested.

Mortgage- and Asset-Backed Securities Risk
Mortgage-backed securities differ from conventional
debt securities because principal is paid back over the
life of the security rather than at maturity. The Fund
may receive unscheduled prepayments of principal
before the security’s maturity date due to voluntary
prepayments, refinancing or foreclosure on the
underlying mortgage loans. To the Fund this means

a loss of anticipated interest, and a portion of its

principal investment represented by any premium the
Fund may have paid. Mortgage prepayments generally
increase when interest rates fall.

Mortgage-backed securities also are subject to
extension risk. An unexpected rise in interest rates
could reduce the rate of prepayments on mortgage-
backed securities and extend their life. This could
cause the price of the mortgage-backed securities to
be more sensitive to interest rate changes. 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-backed securities,
asset-backed securities are subject to prepayment and
extension risks.

Mortgage Dollar Roll Risk

Some Funds, especially the Franklin Income Fund,

the Franklin Strategic Income Fund, the Franklin U.S.
Government Fund, the Franklin U.S. Ultra Short Bond
Fund, the Franklin U.S. Total Return Fund and the
Templeton Global Total Return Fund may engage

in mortgage dollar roll transactions. In a mortgage
dollar roll, a Fund sells mortgage-backed securities
for delivery in the current month and simultaneously
contracts to repurchase substantially similar (name,
type, coupon, and maturity) securities on a specified
future date. During the period between the sale and
repurchase (the “roll period”), the Fund forgoes
principal and interest paid on the mortgage-backed
securities. The Fund is compensated by the difference
between the current sales price and the lower forward
price for the future purchase (often referred to as the
“drop”), as well as by the interest earned on the cash
proceeds of the initial sale. The Fund could suffer a
loss if the contracting party fails to perform the future
transaction and the Fund is therefore unable to buy
back the mortgage-backed securities it initially sold.
Mortgage dollar rolls will be entered into only with
high quality government securities dealers and member
banks of the US Federal Reserve System.

Mortgage dollar rolls transactions may (due to the
deemed borrowing position involved), increase the
Fund’s overall investment exposure and result in losses.
Mortgage dollar rolls will be considered borrowings for
purposes of the Fund’s borrowing limitations unless the
Fund segregates on its books an offsetting cash position
or a position of liquid securities of equivalent value.

Natural Resources Sector Risk

By focusing on the natural resources sector, some funds
carry much greater risks of adverse developments than

a Fund that invests in a wider variety of industries. The
securities of companies in the natural resources sector
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may experience more price volatility than securities of
companies in other industries. Some of the commodities
used as raw materials or produced by these companies
are subject to broad price fluctuations as a result of
industry wide supply and demand factors. As a result,
companies in the natural resources sector often have
limited pricing power over supplies or for the products
they sell which can affect their profitability.

Concentration in the securities of companies with
substantial natural resource assets will expose these
Funds to the price movements of natural resources to a
greater extent than a more broadly diversified mutual
fund. There is the risk that those Funds will perform
poorly during an economic downturn or a slump in
demand for natural resources.

Non-Regulated Markets Risk

Some Funds may invest in securities of issuers in
countries whose markets do not qualify as regulated
markets due to their economic, legal or regulatory
structure, and therefore these Funds may not invest
more than 10% of their net assets in such securities.

“Pre-Payment” Risk

Certain fixed income securities give an issuer the right to
call its securities, before their maturity date, in periods
of declining interest rates. The possibility of such “pre-
payment risk” may force the Fund to reinvest the proceeds
of such investments in securities offering lower yields,
thereby reducing the Fund’s interest income.

Real Estate Securities Risk

Some Funds invest in real estate securities or real
investment trusts (REITs). Real estate values rise and
fall in response to a variety of factors, including local,
regional and national economic conditions, interest
rates and tax considerations. When economic growth
is slow, demand for property decreases and prices
may decline. Property values may decrease because of
overbuilding, increases in property taxes and operating
expenses, changes in zoning laws, environmental
regulations or hazards, uninsured casualty or
condemnation losses, or general decline in
neighbourhood values.

Equity REITs may be affected by any changes in

the value of the properties owned and other factors,
and their prices tend to go up and down. A REIT’s
performance depends on the types and locations of the
properties it owns and on how well it manages those
properties. A decline in rental income may occur
because of extended vacancies, increased competition
from other properties, tenants’ failure to pay a rent or
poor management. A REIT’s performance also depends
on the company’s ability to finance property purchases
and renovations and manage its cash flows. Since

REITs typically are invested in a limited number of
projects or in a particular market segment, they are
more susceptible to adverse developments affecting a
single project or market segment than more broadly
diversified investments.

Restructuring Companies Risk

Some Funds, especially the Franklin High Yield Fund, the
Franklin High Yield (Euro) Fund, the Franklin Strategic
Income Fund, the Franklin Mutual Beacon Fund, the
Franklin Mutual Euroland Fund, the Franklin Mutual
European Fund, the Franklin Mutual Global Discovery
Fund and the Templeton Global High Yield Fund may
also invest in the securities of companies involved in
mergers, consolidations, liquidations and reorganisations
or as to which there exist tender or exchange offers,
and may participate in such transactions; they may also
purchase indebtedness and participations therein, both
secured and unsecured, of debtor companies engaged
in reorganisation or financial restructuring. Such
investments also involve greater credit risks.

Russian and Eastern European Markets Risk

Securities of issuers in Russia, countries of Eastern
Europe as well as the New Independent States such as
Ukraine and the countries under the influence of the
Soviet Union in the past involve significant risks and
special considerations, which are not typically
associated with investing in securities of issuers in the
EU Member States and the United States of America.
They are additional to the normal risks inherent in any
such investments and include political, economic, legal,
currency, inflation and taxation risks. For example
there is a risk of loss due to lack of adequate systems
for transferring, pricing, accounting for and safekeeping
or record keeping of securities.

In particular, the Russian market presents a variety of
risks in relation to the settlement and safekeeping of
securities. These risks result from the fact that physical
securities do not exist; as a consequence, the ownership
of securities is evidenced only on the issuer’s register

of shareholders. Each issuer is responsible for the
appointment of its own registrar. The result is a broad
geographic distribution of several hundred registrars
across Russia. Russia’s Federal Commission for
Securities and Capital Markets (the “Commission”)
has defined the responsibilities for registrar activities,
including what constitutes evidence of ownership and
transfer procedures. However, difficulties enforcing the
Commission’s regulations mean that the potential for
loss or error still remains and there is no guarantee that
the registrars will act according to the applicable laws
and regulations. Widely accepted industry practices are
actually still in the process of being established. When
registration occurs, the registrar produces an extract of
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the register of shareholders as at that particular point
in time. Ownership of Shares is vested in the records of
the registrar but is not evidenced by the possession of
an extract of the register of shareholders. The extract
is only evidence that registration has taken place.
However, the extract is not negotiable and has no
intrinsic value. In addition, a registrar will typically
not accept an extract as evidence of ownership of
Shares and is not obliged to notify the Custodian or its
local agents in Russia, if or when it amends the register
of Shareholders. Russian securities are not on physical

deposit with the Custodian or its local agents in Russia.

Similar risks apply in respect of the Ukrainian market.

Therefore, neither the Custodian nor its local agents in
Russia or in Ukraine can be considered as performing
a physical safekeeping or custody function in the
traditional sense. The registrars are neither agents of,
nor responsible to, the Custodian or its local agents in
Russia or in Ukraine. The Custodian’s liability only
extends to its own negligence and wilful default and
to that caused by negligence or willful misconduct of
its local agents in Russia or in Ukraine, and does not
extend to losses due to the liquidation, bankruptcy,
negligence or willful default of any registrar. In the
event of such losses the Company will have to pursue
its rights directly against the issuer and/or its
appointed registrar.

However, securities traded on the Russian Trading
Stock Exchange (“RTS”) or on the Moscow Interbank
Currency Exchange (“MICEX”) can be treated as
investment in securities dealt in on a regulated market.

Small and Mid-Sized Companies Risk

The stock prices of small and mid-sized companies can
perform differently than larger, more recognised,
companies and have the potential to be more volatile.
A lower degree of liquidity in their securities, a greater
sensitivity to changes in economic conditions and
interest rates, and uncertainty over future growth
prospects may all contribute to such increased price
volatility. Additionally, smaller companies may be
unable to generate new funds for growth and
development, may lack depth in management, and may
be developing products in new and uncertain markets
all of which are risks to consider when investing in
such companies. These risks are typically increased

for securities issued by smaller companies registered

or performing a significant part of their activities in
developing countries and Emerging Markets, especially
as the liquidity of securities issued by companies in
Emerging Markets may be substantially smaller than
with comparable securities in industrialised countries.

Swap Agreements Risk

The Company may enter into interest rate, index

and currency exchange rate swap agreements for the
purposes of attempting to obtain a particular desired
return at a lower cost to the Company than if the
Company had invested directly in an instrument that
yielded that desired return. Swap agreements are two
party contracts entered into primarily by institutional
investors for periods ranging from a few days to more
than one year. In a standard “swap” transaction, two
parties agree to exchange the returns (or differential
in rates of return) earned or realised on particular
predetermined investments or instruments. The gross
returns to be exchanged or “swapped” between the
parties are calculated with respect to a “notional
amount”, i.e., the return on or increase in value of a
particular US dollar amount invested at a particular
interest rate, in a particular foreign currency, or in a
“basket” of securities representing a particular index.
The “notional amount” of the swap agreement is only
a fictive basis on which to calculate the obligations
which the parties to a swap agreement have agreed to
exchange. The Company’s obligations (or rights) under
a swap agreement will generally be equal only to the
net amount to be paid or received under the agreement
based on the relative values of the positions held by
each party to the agreement (the “net amount”).

Whether the Company’s use of swap agreements will
be successful in furthering its investment objective will
depend on the ability of the Investment Managers to
correctly predict whether certain types of investments
are likely to produce greater returns than other
investments. Because they are two party contracts and
because they may have terms of greater than seven (7)
calendar days, swap agreements may be considered to
be illiquid. Moreover, the Company bears the risk of
loss of the amount expected to be received under a swap
agreement in the event of the default or bankruptcy
of a swap agreement counterparty. The Investment
Managers will cause the Company to enter into swap
agreements in accordance with the guidelines in
Appendix B of the full Prospectus.

Use of Techniques and Instruments Risk

Use of the techniques and instruments contemplated in
Appendix B.4 of the full Prospectus involves certain
risks, some of which are listed in the following
paragraphs, and there can be no assurance that the
objective sought to be obtained from such use will

be achieved.

In relation to repurchase transactions, investors must
notably be aware that (A) in the event of the failure of
the counterparty with which cash of a Fund has been
placed there is the risk that collateral received may
yield less than the cash placed out, whether because
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of inaccurate pricing of the collateral, adverse market
movements, a deterioration in the credit rating of
issuers of the collateral, or the illiquidity of the market
in which the collateral is traded; that (B) (i) locking
cash in transactions of excessive size or duration, (ii)
delays in recovering cash placed out, or (iii) difficulty in
realising collateral may restrict the ability of the Fund
to meet redemption requests, security purchases or,
more generally, reinvestment; and that (C) repurchase
transactions will, as the case may be, further expose a
Fund to risks similar to those associated with optional
or forward derivative financial instruments, which
risks are further described in other sections of the

full Prospectus.

The counterparties to repurchase agreement transactions
must have a minimum credit rating of A- or better, as
rated by Standard & Poors, Moody’s or Fitch, at the
time of the transactions. A counterparty with a credit
rating of BBB may also be acceptable where the credit
rating of the relevant counterparty is limited by the
sovereign debt rating of its domicile country. The
collateral received by the Company in respect of
repurchase agreements transactions may be US
Treasury bills or US government agency bonds
supported by the full faith and credit of the U.S.
government. Any incremental income generated from
repurchase agreement transactions will be accrued to
the relevant Fund.

In relation to securities lending transactions, investors
must notably be aware that in case of default,
bankruptcy or insolvency of the borrower of securities
lent by a Fund, there is a risk of delay in recovery (that
may restrict the ability of a Fund to meet delivery
obligations under security sales or payment obligations
arising from redemptions requests) or even loss of
rights in collateral received, which risks are mitigated
by a careful creditworthiness analysis of borrowers to
determine their degree of risk for said borrowers to
become involved in insolvency/bankruptcy proceedings
within the timeframe contemplated by the loan.

Warrants Risk

Investments in and holding of warrants may result in
increased volatility of the net asset value of certain Funds,
which may make use of warrants, and accordingly is
accompanied by a higher degree of risk.

Shareholders should understand that all investments
involve risk and there can be no guarantee against loss
resulting from an investment in any Fund(s), nor can
there be any assurance that the Fund(s) investment
objective(s) will be attained. Neither the Investment
Managers, nor any of their worldwide affiliated
entities, guarantee the performance or any future
return of the Company or any of its Funds.

Classes of Shares

The following Class of Shares are in issue:

Class A

Class A (acc)

Class A (Mdis)
Class A (Qdis)
Class A (Ydis)

Class AX

Class AX (acc)

Class AX (Mdis)
Class AX (Qdis)
Class AX (Ydis)

Class B

Class B (acc)

Class B (Mdis)
Class B (Qdis)
Class B (Ydis)

Class C

Class C (acc)

Class C (Mdis)
Class C (Qdis)
Class C (Ydis)

Class |

Class | (acc)

Class | (Mdis)
Class | (Qdis)
Class | (Ydis)

Class N

Class N (acc)

Class N (Mdis)
Class N (Qdis)
Class N (Ydis)

Class X

Class X (acc)

Class X (Mdis)
Class X (Qdis)
Class X (Ydis)

Class A (accumulation) Shares
Class A monthly distribution Shares
Class A quarterly distribution Shares

Class A yearly distribution Shares

Class AX (accumulation) Shares
Class AX monthly distribution Shares
Class AX quarterly distribution Shares
Class AX yearly distribution Shares

Class B (accumulation) Shares
Class B monthly distribution Shares
Class B quarterly distribution Shares

Class B yearly distribution Shares

Class C (accumulation) Shares
Class C monthly distribution Shares
Class C quarterly distribution Shares

Class C yearly distribution Shares

Class | (accumulation) Shares
Class | monthly distribution Shares
Class | quarterly distribution Shares

Class | yearly distribution Shares

Class N (accumulation) Shares
Class N monthly distribution Shares
Class N quarterly distribution Shares

Class N yearly distribution Shares

Class X (accumulation) Shares
Class X monthly distribution Shares
Class X quarterly distribution Shares

Class X yearly distribution Shares
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Class Z

Class Z (acc) Class Z (accumulation) Shares
Class Z (Mdis)
Class Z (Qdis)

Class Z (Ydis)

Class Z monthly distribution Shares
Class Z quarterly distribution Shares

Class Z yearly distribution Shares

Unless otherwise stated in this Simplified Prospectus,
the same terms and conditions apply to the different
types of Shares, i.e., accumulation (acc), monthly
distribution (Mdis), quarterly distribution (Qdis)
and yearly distribution (Ydis), of the same Class.

These Classes may be denominated in the Fund base
currency or in another currency (an “alternative
currency”) or may be hedged in a currency other than
the base currency of the Fund. The Company does
not currently intend to hedge the currency risks to
which these Classes are exposed, except for Hedged
Share Classes.

Shares may either be distribution Shares or accumulation
Shares. No distribution of dividends will be made for
accumulation Shares, but the net income attributable
will be reflected in the increased value of the Shares.

Hedged Share Classes and Alternative Currency Classes
may be offered in respect of certain Funds and certain
Classes. The sales charge structure applicable is the
same as the one applicable for the same Classes of
shares within the relevant Fund offered in the base
currency.

Before investing in a specific Share Class of any Fund,
investors should ensure that such Class best suits their
needs and should consider the local tax implications
subject to their personal circumstances and local tax
laws. Investors are recommended to contact a tax
advisor or their financial advisor for further
information.

Sales Charge Structure

Class A Shares

e Initial Sales Charge: up to 6.50% of the total
amount invested. This maximum charge, assuming
that no other charges or expenses are applicable,
amounts to approximately 6.95% of the aggregate
Share price of the Shares being acquired. The
Principal Distributor may waive the initial sales
charge in whole or in part.

e Contingent Deferred Sales Charge (“CDSC”): up to
1.00% may apply to redemptions within the first
18 months after each qualified investment of USD
one million or more. The way this charge is calculated

is the same for all Classes of Shares, with the
exception of the percentage applicable, and is more
fully described in the section “Class B Shares”.

No exchange with Shares of other Classes (except Class
AX Shares) will be allowed for Shares subject to such
contingent deferred sales charge. Shares issued as a result
of qualified investment are not available in global
certificate form.

* Maintenance Charge: up to 0.50 % per annum of
the applicable average net asset value

Class AX Shares

e Initial Sales Charge: up to 6.50% of the total
amount invested. This maximum charge, assuming
that no other charges or expense are applicable,
amounts to approximately 6.95% of the aggregate
Share price of the Shares being acquired. The
Principal distributor may wave the initial sales charge
in whole or in part.

¢ Contingent Deferred Sales Charge (“CDSC”):
1.00% may apply to redemptions within the first 18
months after each investment of USD one million or
more. The way this charge is calculated is the same
for all Classes of Shares, with the exception of the
percentage applicable, and is more fully described in
the section “Class B Shares”. Shares issued as a result
of qualified investment are not available in global
certificate form.

® Maintenance Charge: up to 0.50% per annum of the
applicable net asset.

Class B Shares

e Initial Sales Charge: purchases of Class B Shares are
not subject to an initial sales charge.

¢ Contingent Deferred Sales Charge (“CDSC”):
applicable if an investor redeems Shares within four
years of purchase. There is no CDSC on Shares
acquired through reinvestment of dividends. To keep
the CDSC as low as possible, each time a request to
sell Shares is placed, any Shares in the Shareholder’s
account not subject to a CDSC will be sold first.

The following rates will apply:

Years Since Purchase CcDSC

Less than one year 4.00%
Equal or more than one year

but less than two years 3.00%
Equal or more than two years

but less than three years 2.00%
Equal or more than three years

but less than four years 1.00%
Equal or more than four years 0.00%
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The Principal Distributor and/or a duly authorised
party may waive the CDSC in whole or in part.

¢ Maintenance Charge: up to 0.75% per annum of the
applicable average net asset value.

¢ Servicing Charge: 1.06% per annum of the
applicable average net asset value.

Starting from January 2011, Class B Shares will be
automatically converted into Class A Shares of the
same Fund on the monthly scheduled conversion date
fixed by the Transfer Agent upon or following the
expiry of 84 months after the date of their purchase.
As a result, the terms and other conditions applicable
to such Shares shall become those applicable to

Class A Shares.

The Transfer Agent reserves the right to require
additional information and/or confirmation from the
investor for large purchases into Class B Shares, which
may result in delay in the processing of the investment
until receipt of the requested information/confirmation.

Class C Shares

e Initial Sales Charge: purchases of Class C Shares are
not subject to an initial sales charge.

e Contingent Deferred Sales Charge (CDSC): 1.00%
applicable if an investor redeems Shares within one
year of purchase. To keep the CDSC as low as
possible, each time a request to sell Shares is placed,
any Shares in the Shareholder’s account not subject
to a CDSC will be sold first. If there are not enough
of these Shares to meet the request, additional Shares
will be sold in the order they were purchased.

The Principal Distributor or a duly authorised party
may waive the CDSC in whole or in part.

¢ Servicing Charge: during the first year of investment
1.08% per annum of the applicable average net
asset value.

® Maintenance Charge: as from the second and
subsequent years of investment 1.08% per annum
of the applicable average net asset value.

The Transfer Agent reserves the right to require
additional information and/or confirmation from the
investor for large purchase into Class C Shares, which
may result in delay in the processing of the investment
until receipt of the requested information/confirmation.

Class | Shares

Class I Shares are only offered to institutional investors,
as defined from time to time by the guidelines or
recommendations of the competent Luxembourg
financial supervisory authority, in certain limited
circumstances.

Purchases of Class I Shares are not subject to a CDSC
or any maintenance, distribution or servicing charge.

Class I Shares have a minimum initial investment of
USD 5,000,000 (except for the Class I Shares of the
Franklin U.S. Government Fund which has a minimum
initial investment of USD 1,000,000), which may be
waived in whole or in part at the discretion of the
Principal Distributor.

Class N Shares

e Initial Sales Charge: up to 3.00% of the total
amount invested. This maximum charge, assuming
that no other charges or expenses are applicable,
amounts to approximately 3.09% of the aggregate
Share price of the Shares being acquired. The
Principal Distributor may waive the initial sales
charge in whole or in part.

e Distribution Charge: up to 1.25% per annum of the
applicable average net asset value.

Class X Shares

Class X Shares are only offered to institutional investors
as defined from time to time by the guidelines or
recommendations of the competent Luxembourg
financial supervisory authority, in certain limited
circumstances at the discretion of the Company or

the Investment Manager and its affiliates.

No initial charge and no management fees will be
payable by an investor on the acquisition of Class X
Shares (instead a fee will be paid to the Investment
Manager or affiliates under an agreement).

Class Z Shares

Class Z Shares may be offered in certain limited
circumstances for distribution in certain countries
and/or through certain sub-distributors, dealers and/or
professional investors at the discretion of the Principal
Distributor, in which case any local supplement to the
full Prospectus or marketing material, including that
used by the relevant intermediaries, will refer to the
possibility and terms to subscribe for Class Z Shares.

Class Z Shares will be offered at the applicable net asset
value per Share next determined after the purchase
order is received. Purchases of Class Z Shares are not
subject to an initial sales charge, CDSC nor any
maintenance, distribution or servicing charge.

Dividend Policy

In respect of all Funds which issue distribution Shares,
the Board of Directors of the Company intends to
distribute substantially all of the income attributable

to the distribution Shares. Subject to any legal or
regulatory requirements, dividends may also be paid
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out of the capital of such Funds. Subject to any legal or
regulatory requirements, the Board of Directors reserves
the right to introduce new Classes of Shares, which
may retain and re-invest their net income.

Annual dividends may be declared separately in respect
of each Fund at the General Annual Meeting of
Shareholders.

Share name
A (acc), AX (acc), B (acc), C (acc),

Share type
Accumulation Shares

| (acc), N (acc), X (acc) and Z (acc)

Distribution Shares

A (Qdis), AX (Qdis), B (Qdis), C (Qdis),
| (Qdis), N (Qdis), X (Qdis) and Z (Qdis)

A (Ydis), AX (Ydis), B (Ydis), C (Ydis),
| (Ydis), N (Ydis), X (Ydis) and Z (Ydis)

Dividends of registered distribution Shares will
normally be reinvested in the subscription of further
distribution Shares of the Fund and Class to which such
dividends relates, unless otherwise stated in the
Application Form. In the event that cash dividends are
payable, they will be paid to holders of registered
distribution Shares who have elected to receive
dividends in cash in accordance with their instructions.

Please note that dividend distributions are not
guaranteed, that the Company’s Funds do not pay
interest and that the price of Shares in the Company’s
Funds and any income earned on the Shares may go
down as well as up. It should also be remembered that
any dividend distribution lowers the value of the Shares
in the Company’s Funds by the amount of the
distribution. Future earnings and investment
performance can be affected by many factors, including
changes in exchange rates, not necessarily within the
control of the Company, its Directors, officers or any
other person. No guarantees as to future performance
of, or future return from, the Company can be given by
the Company itself, or by any Director or officer of the
Company, by Franklin Templeton Investments, or any
of its worldwide affiliates, or by any of their directors,
officers or employees.

A (Mdis), AX (Mdis), B (Mdis), C (Mdis),
| (Mdis), N (Mdis), X (Mdis) and Z (Mdis)

Interim share dividends may be paid upon a decision of
the Board of Directors in relation to any of the Funds.

It is, moreover, anticipated that distributions will be
made under normal circumstances as set out in the
table below:

Payments

No distribution of dividends shall be made but the
net income attributable will be reflected in
the increased value of the Shares

Under normal circumstances it is anticipated that
distribution will be made monthly (following the
end of each calendar month)

Under normal circumstances it is anticipated that
distribution will be made quarterly (following the
end of each calendar quarter)

Under normal circumstances it is anticipated that
distribution will be made yearly (in December each
year, further to the resolution of the shareholders
at the Annual General Meeting)

Calculation and Publication
of Share Prices

The prices at which Shares of the relevant Classes can
be subscribed for, redeemed or exchanged in each Class
are calculated on each Valuation Day by reference to
the net asset value of the Class concerned. Such prices
are available on the following Valuation Day.

A Valuation Day for all Funds is any day on which the
New York Stock Exchange (NYSE) is open or any full
day in which banks in Luxembourg are open for
normal business (other than during a suspension of
normal dealing).

The net asset value per share of each Class of Shares of
each Fund is calculated as follows:

Assets attributable to the Class of Shares
of the Fund - liabilities attributable to the
Class of Shares of the Fund

Number of shares of the relevant
Class of Shares of the Fund
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The net asset value per Share of each Fund and Class
of Shares is made public at the registered office of
the Company and is available at the offices of the
Principal Distributor and the Transfer Agent. The
Company will arrange for the publication of the net
asset value per Share of relevant Funds as required
under applicable law and in such newspapers as the
Board of Directors may decide from time to time.
This information is also available on the Internet site:
http://www.franklintempleton.lu. The Company
cannot accept any responsibility for any error or
delay in publication or for non-publication of prices.

Subscription

Subscription of Shares can be made:

(i) on the standard Application Form available at
the office of the Transfer Agent or the relevant
appointed Share Distributor; or

(ii) by written application giving the information stated
in the full Prospectus.

Local offering documentation may provide the faculty for
the investors to avail of nominee type of intermediaries,
distributors and/or local paying agents which may
effect subscriptions, switches and redemptions of Shares
in nominee name on behalf of the investors and request
the registration of such operations on the register of
Shareholders of the Company in nominee name.

Any subsequent purchase of Shares may also be made
by telephone, facsimile or electronic request, if expressly
allowed by the Transfer Agent.

The Board of Directors of the Company or the Transfer
Agent reserves the right, at its own discretion, to reject
any application in whole or in part.

Classes of Shares Initial Investment

A, AX, B,C, N, Z

USD 5,000 (or USD 2,500 in case of exchange)
or the equivalent in any freely exchangeable currency

USD 5,000,000 or the equivalent in any
freely exchangeable currency (except for the Franklin U.S.

The Board of Directors of the Company or the Transfer
Agent reserves the right to net applications for Shares
as well as redemption requests received from the same
investor on the same Valuation Day for the same Class
of Shares pertaining to the same Fund. As a result, only
the net order will be processed.

COMPLETE APPLICATIONS for Shares received and
accepted by the Transfer Agent or by a duly authorised
Share Distributor on a Valuation Day before the
appropriate dealing cut-off times as more fully
described in Appendix 1 will be dealt with on that
day on the basis of the net asset value per Share of
the relevant Class calculated on that day plus any
applicable sales charges.

COMPLETE APPLICATIONS for Shares received and
accepted by the Transfer Agent or by a duly authorised
Share Distributor on a Valuation Day after the
appropriate dealing cut-off times as more fully
described in Appendix 1 will normally be dealt with
on the basis of the net asset value per Share of the
relevant Class calculated on the next Valuation Day
plus any applicable sales charges.

The Board of Directors of the Company may permit, if
it deems it appropriate, different dealing cut-off times
to be agreed with local distributors or for distribution
in jurisdictions where the different time zone so
justifies. In such circumstances, the applicable dealing
cut-off time applied must always precede the time
when the applicable net asset value is calculated and
published. Such different cut off time shall be disclosed
in the local supplement to the full Prospectus, the
agreements in place with the local distributors or other
marketing material used in the jurisdictions concerned.

The table below sets out the minimum investments
required to subscribe in each available Class of Shares:

Additional Investment
USD 1,000 or the equivalent in
any freely exchangeable currency

USD 1,000 or the equivalent in any freely
exchangeable currency

Government Fund which has a minimum initial investment

of USD 1,000,000)

Information on minimum initial investment amount for
Class X Shares may be obtained from the Company or
the Transfer Agent upon request.

These minimum investment amounts may be waived
in whole or in part by the Board of Directors of the
Company or by the Principal Distributor.

Payment must be made within five (5) Luxembourg
bank business days of processing your order, unless the
Board of Directors of the Company requires cleared

funds on or prior to an application being accepted.
Investors will be required to compensate the Company
at the discretion of the Board of Directors for any loss
resulting from late payment.

Shares held through Clearstream or Euroclear must be
settled in the currency of denomination of the relevant
Fund or (if applicable) of the relevant Class of Shares
and within three (3) Luxembourg bank business days
following the Valuation Day. Trades instructed through
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Clearstream or Euroclear, which remain unsettled for
a period of thirty days shall be cancelled. In such
circumstances, the Company has the right to bring
an action against the defaulting investor to obtain
compensation for any loss directly or indirectly
resulting from the failure by the investor to make
good settlement by the settlement date.

Payment can be made in the base currency or (if
applicable) the alternative currency of the selected
Fund(s). However, when allowed by the Transfer Agent,
an investor may provide for payment in any other
currency which can be freely exchanged for the base
currency of the selected Fund(s). In such case, the
necessary foreign exchange transaction will be arranged
on behalf of and at the expense of the investor.

For payment in the alternative currency of the selected
Class of Shares, any necessary foreign exchange
transaction will be arranged by, and at the expense of,
the Fund. Shareholders are informed that investment
orders for Share amounts must be settled in the Fund’s
currency except for the Templeton Euro Money Market
Fund for which investment orders for Share amounts
in not available.

Investors settling in a currency other than the base
currency or (if applicable) the alternative currency of
the Fund(s) for which the investment is intended are
advised that a delay in processing the application until
the next Valuation Day may occur to allow for
currency conversion.

For approved sub-distributors, intermediaries and/or
institutional investors, the allotment of Shares is
conditional upon receipt of full payment, including
any applicable initial sales charge, which must be paid
within five (5) Luxembourg bank business days of the
Valuation Day. If timely payment is not made, an
application may lapse and be cancelled. The Board of
Directors may decide from time to time, with respect
to specific applications for subscription, that payment
must be made on the Valuation Day.

Subject to receipt of the full payment and the
registration details, confirmation statements together
with registered Share certificates, if requested, will,
within fourteen (14) Luxembourg bank business
days of completion of the subscription process,

be dispatched in accordance with the investor’s
instructions to the investor or its nominated agent,
at the risk of the investor.

If any application is not accepted in whole or in part,
the subscription monies will be returned to the investor
by cheque or by wire transfer at the risk of the investor.

The Board of Directors of the Company reserves the
right at any time, without notice, to discontinue the
issue or sale of Shares pursuant to the full Prospectus.

Investors should promptly check the confirmation
statement that is mailed after each transaction in order
to ensure that it has been accurately recorded in their
account. Claims should be submitted in writing to the
local Franklin Templeton Investments servicing office
within fifteen (15) days from the statement date. These
confirmation statements are private and confidential.
To safeguard your holdings in the case of loss or theft
of these statements (or of your identity documents/
passport), please immediately inform your local
Franklin Templeton Investments servicing office.

Exchange of Shares

Shareholders wishing to exchange Shares (other than
for Hedged Classes of Shares) from one Class to Shares
of the same Class or another Class of another Fund or
with Shares of another Class of the same Fund (if
available) will be entitled to do so on any Valuation
Day before the appropriate dealing cut-off time as
described in Appendix 1, subject to the following
exceptions:

e Class B Shares of a Fund can only be exchanged with
Class B Shares of another Fund, which issues B
Shares of the same currency;

® Class C Shares of a Fund can only be exchanged into
Class C Shares of another Fund, which issues Class C
Shares of the same currency, and

e Only institutional investors can exchange their Shares
into or with Class I Shares and Class X Shares.

The exchange of Class N Shares with Class A Shares
and Class AX Shares may be subject to a charge
equivalent to the difference between the two levels of
initial sales charges applicable (“sales charge
differential), except for institutional investors. Such
sales charge differential may be waived in whole or in
part by the Principal Distributor.

Class A Shares and Class AX Shares subject to a
contingent deferred sales charge can only be exchanged
with Shares subject to the same contingent deferred
sales charge.

In certain limited circumstances, for distributions in
certain countries and/or through certain sub-
distributors and/or professional investors, the Company
or the Transfer Agent may require one (1) additional
Luxembourg bank business day in order to process
exchange transactions. The additional day may be
required for operational reasons in cases where the
Fund is in scope of the European Savings Directive and
where withholding tax applies and requires to be
calculated and factored into the calculation of the
number of Shares that the Shareholder will become
entitled to in the new Fund.
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In addition, in certain limited circumstances, for
distribution in certain countries and/or through certain
sub-distributors and/or professional investors, the
Board of Directors may at its discretion, authorise an
exchange charge which calculated amount shall not
exceed 1% of the value of the Shares being requested
for exchange. In such case, any local supplement to the
full Prospectus or marketing material , including that
used by the relevant intermediaries, will refer to the
possibility and terms of such exchange charge. It is
presently intended that the exchange charge will be
paid to the Principal Distributor (who may, in turn, pay
a portion thereof to the sub-distributors, intermediaries,
dealers and/or professional investors receiving the order
for exchange) after deducting the total transaction
expense payable to the Transfer Agent.

Exchange requests may be made in writing or, if
expressly allowed by the Transfer Agent, by telephone,
facsimile or electronic means, specifying:

e The Class;
e The Fund;

e The ISIN codes (please refer to Appendix 2 for
details of ISIN codes) for both Classes involved in
the exchange;

e The number of Shares to be exchanged;

e Fund currency amount or percentage holding of
Shares to be exchanged, together with the same
details for the Fund(s) into which the exchange is to
be made.

For exchange requests made by telephone, facsimile and
electronic means, the Transfer Agent may in its own
discretion request a written and duly signed confirmation,
in which case it may delay the processing of the request
until receipt of a written confirmation.

The number of Shares issued upon exchange will be
based upon the respective net asset value of the Shares
of the two relevant Funds or Class of Shares on the
Valuation Day on which the exchange request is
effected and will be calculated as follows:

A=[Bx(C-D-E)]xF
G

where

A = the number of Shares in the new Fund or Class of
Shares to which the Shareholder shall become
entitled;

B = the number of Shares in the original Fund or
Class of Shares which the Shareholder has
requested to be exchanged;

C = net asset value per Share of the original Fund or
Class of Shares;

D = calculated amount of exchange charge (if any)
payable per Share;

E = if applicable, EU withholding tax deducted from
the net asset value per Share of the original Fund;

F = the relevant currency exchange rate (defined as
the currency exchange factor determined by the
Board of Directors for the relevant Valuation Day,
as representing the effective rate of exchange
between the two relevant currencies) after
adjusting such rate to reflect the effective costs of
making the transfer, when the original Fund or
Class of Shares and the new Fund or Class of
Shares are not designated in the same currency
and, in any other case, 1;

G = net asset value per Share of the new Fund or
Class of Shares.

Any request to exchange Shares may not be executed
until any previous transaction involving the Shares to
be exchanged has been completed and full payment on
those Shares received.

Such charge shall be automatically deducted when the
number of Shares is calculated and paid by the
Company as described above.

Exchanges may not, however, be effected if the result
thereof would be that the Shareholder would be
registered as holding less than USD 2,500 (or the
equivalent in the currency of denomination of the
Fund) in value of Shares of the original Fund(s) and
also of the Fund(s) into which his Shares are to be
exchanged.

Complete requests for exchange of Shares on any
Valuation Day from a Fund or a Share Class
denominated in one currency into a Fund or a Share
Class denominated in another currency will require one
additional Luxembourg bank business day in order to
effectuate the currency conversions for such exchange.
However, in exceptional circumstances, the Company
or the Transfer Agent may, at its discretion, decide to
process such a request for exchange and the necessary
currency conversions on the same Valuation Day.

Redemption of Shares

Shares of any Class in any Fund can be redeemed on any
Valuation Day. Redemption requests may be made in
writing or, if expressly allowed by the Transfer Agent,
by facsimile, telephone or electronic request specifying:

e the Class;
e the Fund;

e the Class ISIN code (please refer to Appendix 2
for details of ISIN codes) and
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