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Overview 

• In January, a global flight to quality drove yields lower across much of Europe, 
Asia and the Americas and drove credit spreads wider, most notably in the 
lowest-rated credit tiers. The yield on the 10-year U.S. Treasury note decreased 
35 basis points to 1.92%. 

• For the month, the fund’s negative absolute performance was primarily due to 
currency positions, followed by overall credit exposures and interest-rate 
strategies. 

• The fund’s underperformance of its benchmark index was primarily due to 
interest-rate strategies, followed by currency positions. Overall credit exposures 
had a largely neutral effect on relative results. 

Data in this report is preliminary.  
For information related to the heading “Fund Characteristics”, please see note regarding Fund Ratings on back page. See 
Credit Quality Breakdown note on back page. Source for “Fund Characteristics”, “Credit Quality Breakdown”, 
“Geographic Breakdown”, “Cumulative Performance”: Franklin Templeton Investments, as of 31 January 2016. Past 
performance is not an indicator or a guarantee of future performance. Where a Fund invests in emerging markets, this 
investment can be more risky than an investment in developed markets. 
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1 Yr 3 Yrs 5 Yrs 10 Yrs 

Since Incept 

(29.08.03) 

Templeton Global Total Return Fund - A(Mdis) USD—NAV -6.87 -5.37 13.42 109.47 171.52 

Barclays Multiverse Index USD -2.38 -3.46 5.69 44.94 67.55 

Geographic Breakdown (%) Credit Quality Breakdown (%) 

Fund Characteristics  
Base Currency USD 

Total Net Assets (USD) 24,314,034,329 

Fund Inception Date 29.08.2003 

Number of Holdings 407 

Primary Benchmark:  Barclays 

 Multiverse Index 

Average Credit Quality BBB+ 

Average Duration: 

Fund  -0.08 Yrs 

Benchmark 6.44 Yrs 

Yield to Maturity (%)/Current Yield (%) 6.83/5.90 

Bloomberg Code - A(Mdis) TGTRFAD LX 
 

 

Fund Management 

Michael Hasenstab, PhD: United States 

Sonal Desai, PhD: United States 

Ratings - A(Mdis) USD 

Overall Morningstar Rating™:  

Asia, Non-Japan 35.55 
Non-USA America  31.85 
Non-EMU Europe/Africa  17.38 
EMU 3.82 
USA 0.82 
Japan 0.00 
Supranational 0.13 
Other 0.58 
ST Cash and Cash Equivalents 9.86 

Investment Grade 66.35 
Non-Investment Grade 23.19 
Cash 10.44 

Performance calculated as at 31 January 2016 in USD; NAV-NAV; dividend reinvested. Past performance is not indicative 
of future performance. ^Initial sales charge of 5%. 

 

Performance (%) (As of 31 January 2016) 

Cumulative Performance  

Annualized Performance (%) – Net Of Sales Charge^ (As of 31 January 2016) 

Historical Performance 

1 Yr 3 Yrs 5 Yrs 10 Yrs 
Since Incept 

(29.08.03) 

Templeton Global Total Return Fund - A(Mdis) USD -11.53 -3.49 1.50 7.12 7.93 
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Market Review 

Global market volatility escalated during January as oil prices 
declined below US$30 per barrel and investors renewed their 
concerns over global growth and economic conditions in 
China. A global flight to quality drove yields lower across 
much of Europe, Asia and the Americas and drove credit 
spreads wider, most notably in the lowest-rated credit tiers. 
The yield on the 10-year U.S. Treasury note decreased 35 basis 
points (bps) to 1.92%, and the 10-year German Bund yield 
dropped 37 bps to a yield of 0.26%. The Bank of Japan (BOJ) 
introduced a negative interest-rate policy during the month, 
and 10-year Japanese government bond yields dropped to 
0.00%. 

A majority of currencies continued to depreciate against the 
U.S. dollar during January, while some currencies 
appreciated, such as the Malaysian ringgit and Indonesian 
rupiah. In our assessment, several emerging-market currency 
depreciations continued to be excessive, leading to 
fundamentally cheap valuations. We selectively add to our 
strongest convictions in periods of volatility and believe that 
global market fundamentals will eventually re-emerge. 

The BOJ and the European Central Bank (ECB) continued 
with their quantitative easing (QE) programs in January, and 
both central banks indicated that they intend to expand their 
QE programs into 2017. The euro and Japanese yen modestly 
depreciated against the U.S. dollar during the month. 

Performance Review and Contributors to Performance 

In January, the fund’s negative absolute performance was 
primarily due to currency positions, followed by overall 
credit exposures and interest-rate strategies. Among 
currencies, positions in Latin America detracted from 
absolute results, as did positions in peripheral European 
currencies against the euro. Currency positioning in Africa 
also detracted from absolute performance. However, the 
fund’s net-negative positions in the Japanese yen, the euro 
and the Australian dollar contributed to absolute results, as 
did its currency positions in Asia ex Japan. Among credit 
exposures, high-yield corporate bonds and subinvestment-
grade sovereign credits detracted from absolute performance. 
The fund maintained a defensive approach regarding interest 
rates in developed and emerging markets. Negative duration 
exposure to U.S. Treasuries detracted from absolute results, 
while select duration exposures in Latin America and Asia ex 
Japan contributed. 

The fund’s underperformance of its benchmark index was 
primarily due to interest-rate strategies, followed by currency 
positions. Overall credit exposures had a largely neutral effect 
on relative results. Underweighted duration exposures in the 
United States and Japan detracted from relative performance, 
as did select underweighted duration exposures in Europe. 
However, select overweighted duration exposures in Latin 
America and Asia ex Japan contributed to relative results. 
Among currencies, overweighted positions in Latin America 
detracted from relative performance, as did overweighted 
positions in peripheral European currencies against the euro. 
Select overweighted currency positioning in Africa also 
detracted from relative results. However, the fund’s 
underweighted positions in the Japanese yen, the euro and 
the Australian dollar contributed to relative performance, as 
did its overweighted currency positions in Asia ex Japan. 
Among credit exposures, overweighted exposures to 
subinvestment-grade sovereign credits and high-yield 
corporate bonds detracted from relative results, while 
underweighted exposure to investment-grade corporate 
bonds contributed.  

Portfolio Positioning 

On the whole, we have continued to position our strategies 
for rising rates by maintaining low portfolio duration and 
aiming at a negative correlation with U.S. Treasury returns. 
We have also continued to actively seek select duration 
exposures that can offer positive real yields without taking 
undue interest-rate risk, favoring countries that have solid 
underlying fundamentals and prudent fiscal, monetary and 
financial policies. When investing globally, investment 
opportunities may take time to materialize, which may 
require weathering short-term volatility as the longer-term 
investing theses develop. Despite the escalation of volatility in 
the beginning of 2016, we remain encouraged by the vast set 
of fundamentally attractive valuations across the global bond 
and currency markets. Currently we favor currencies in 
countries where inflation is picking up and growth remains 
healthy, yet the local currency remains fundamentally 
undervalued. 
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Portfolio Diversification (As of 31 January 2016) 

Geographic Weightings (%) Currency Weightings (%) 
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The portfolio manager for the Fund reserves the right to withhold release of information with respect to holdings that 
would otherwise be included in the top 10 holdings list. 

Portfolio Diversification (continued) 

Top Ten Holdings  

Security Industry % of Total 

Government of Portugal, Reg S, 5.125%, 10/15/24 Government Securities 3.06 

Government of Mexico, senior note, M, 5.00%, 6/15/17 Government Securities 2.43 

Government of Uruguay, senior bond, Index Linked, 4.375%, 12/15/28 Government Securities 2.34 

Korea Monetary Stabilization Bond, senior note, 2.07%, 12/02/16 Government Securities 2.20 

Korea Treasury Bond, senior note, 3.00%, 12/10/16 Government Securities 1.90 

Letra Tesouro Nacional, Strip, 7/01/19 Government Securities 1.63 

Korea Monetary Stabilization Bond, senior note, 1.61%, 11/09/16 Government Securities 1.52 

Korea Treasury Bond, senior note, 2.00%, 12/10/17 Government Securities 1.39 

Government of Malaysia, senior note, 3.394%, 3/15/17 Government Securities 1.36 

Government of Indonesia, senior bond, FR70, 8.375%, 3/15/24 Government Securities 1.35 

Total 19.19 

Investment Outlook 

We remain confident in the economic outlook for the U.S. and 
continue to expect rising interest rates from the U.S. Federal 
Reserve (Fed). U.S. labor markets remain close to full 
employment, economic growth is right around potential at 
about 2% and core inflation has remained stable. These 
conditions would justify a normalization of interest rates, in 
our assessment. 

We believe there is a significant disconnect between the 
current market pessimism and the underlying fundamentals. 
Markets have reacted as if conditions are worse than the 2008 
global financial crisis, or the Asian financial crisis of 1997 and 
1998, yet several emerging-market countries are in far better 
shape, with larger foreign reserves and more diversified, 
growing economies. We believe concerns of a systemic crisis 
have been exaggerated, as there are significant differences 
across the asset class. Most commodity exporters, and 
emerging markets with poor macroeconomic fundamentals, 
remain vulnerable. Other emerging countries, however, have 
solid policies and better underlying fundamentals that have 
not been recognized by market valuations. 

A strengthening U.S. economy, along with the likelihood of 
higher U.S. interest rates, may increasingly magnify the 
fundamental differences between healthy and vulnerable 
economies. We anticipate that countries with relatively 
stronger fundamentals, such as Mexico, will likely be in a 
better position to potentially raise interest rates in conjunction 
with U.S. interest-rate hikes. However, countries with 
relatively weaker fundamentals, such as Turkey and South 
Africa, are likely to be negatively impacted by U.S. interest-
rate hikes. 

We anticipate significant divergences in monetary policies 
around the world in 2016; we expect the Fed to continue 
tightening policy while the BOJ and the ECB continue to 
expand monetary accommodation through QE. The BOJ has 
indicated that its QE program will likely continue into 2017, 
and the ECB has indicated it will likely continue QE through 
March 2017. In our assessment, both the BOJ and ECB need to 
continue these current expansionary policies, which should 
continue to depreciate the yen and euro against the U.S. 

dollar. In the eurozone, QE has been driving the euro weaker 
to stimulate export-driven economic growth and lift inflation 
toward the ECB’s target; in Japan, QE has become explicit 
debt financing for the government and a cornerstone of 
“Abenomics.” 

Markets have overreacted to conditions in China, in our 
assessment, and these fear-motivated responses are driving 
the broad market selloffs. We view the recent moderation of 
growth in China as an inevitable normalization for an 
economy of its size. Its nominal level of gross domestic 
product (GDP) is now five times the size of what it was 10 
years ago. Thus a lower rate of growth still represents a 
massive level of global aggregate demand. A 6.0%–7.0% 
growth rate creates a much larger quantum of demand when 
compared with China’s 10%–12% growth rate from a decade 
ago. Additionally, the quality of growth in China has 
improved in recent years. Increasing labor costs and interest 
rates have put downward pressure on profits; however, 
higher wages boost consumption, which has increasingly 
become the anchor of Chinese growth. We estimate that 
consumption is close to 60% of GDP and rising. Additionally, 
new interest-rate liberalization policies can redirect capital to 
the whole economy, particularly the private sector, which we 
expect to be the future driver of growth. 

We continue to believe that an unconstrained global strategy 
is the most effective way to position for a rising-rate 
environment because it provides access to the full global 
opportunity set. Unconstrained strategies can adjust duration 
to any suitable level for prevailing interest-rate risks; this 
includes driving overall portfolio duration down to near zero 
while taking negative duration exposure to U.S. Treasuries. 
We are also able to selectively add suitable duration 
exposures from specific emerging markets with relatively 
higher yields. Additionally, the unconstrained nature of our 
strategies provides flexibility to directionally position (long 
positions and short positions) across currency markets, which 
present a wide range of valuation opportunities. We have 
used shorts of the euro and yen to guard against broad-based 
strengthening of the U.S. dollar, while taking long positions in 
select emerging-market currencies with attractive longer-term 
valuations. 
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Investment Objective 

Templeton Global Total Return Fund’s principal objective is 
to maximize, consistent with prudent investment 
management, total investment return consisting of a 
combination of interest income, capital appreciation and 
currency gains. Under normal market conditions, the Fund 
will invest in a portfolio of fixed- and floating-rate debt 
securities and debt obligations of governments, government-
related or corporate issuers worldwide. 

Investment Philosophy 

Templeton Global Macro fosters an active management 
approach, based on top-down, in-depth research of 
macroeconomic factors, combined with bottom-up 
fundamental valuations and portfolio construction. 

The managers of Templeton Global Total Return Fund believe 
that applying a fundamental, research-driven approach 
focused on identifying potential sources of high current 
income worldwide and seeking to capitalize on global interest 
rates and currency trends provides the best potential for 
superior risk-adjusted returns. Our strategies are run 
independently of their benchmarks, allowing the managers to 
hold positions they feel will benefit performance. This is a 
high alpha global strategy that may include allocations to 
both developed and emerging markets. We seek out securities 
that we believe offer superior relative value and actively 
manage duration, currency, and credit exposure. Our funds 
employ a mix of credits; however, we tend to favor credits 
with solid fundamentals. 
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Explanatory Notes 
Fund Ratings: © Morningstar, Inc. All rights reserved. The information contained herein: (1) is proprietary to Morningstar 
and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or timely. 
Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this 
information. 

Fund performance data include reinvested dividends, and is net of management fees. Sales charges, other commissions, taxes 
and other relevant costs to be paid by the investor are not included. 

Disclaimers: 

Securities mentioned in this report are not a solicitation to purchase those securities, and are examples of some securities 
which performed well. Not all securities in the portfolio performed well. These securities do not represent all the securities 
purchased, sold or recommended for advisory clients, and the reader should not assume that investment in the security listed 
was or will be profitable. Holdings are subject to change, holdings of the same issuer have been combined. The information 
provided is not a recommendation to purchase, sell or hold any particular security. The security identified does not represent 
the Fund’s entire holdings and in the aggregate, may represent a small percentage of such holdings. There is no assurance that 
security purchased will remain in the Fund, or that security sold will not be repurchased. 

Performance figures are not based on audited financial statements and assume reinvestment of interest and dividends. When 
comparing the performance of Franklin Templeton Investment Funds (the “Fund”) with a benchmark index, it is important to 
note that the securities in which Franklin Templeton Investment Funds invests may be substantially different than those 
represented by the benchmark index. Furthermore, an investment in Franklin Templeton Investment Funds represents an 
investment in a managed investment company in which certain charges and expenses, including management fees, are 
applicable. These charges and expenses are not applicable to indices. Lastly, please note that indices are unmanaged and are 
not available for direct investment. Certain data and other information shown have been supplied by outside sources. While 
we consider that information to be reliable, we give no assurance that such data and information is accurate or complete. 

The indices are provided only to show the investment environment during the specific periods shown. The performance of 
each index does not include the deduction of expenses and does not represent the performance of any Franklin Templeton 
fund. The indices include a greater number of securities than those held in the Fund. An index is unmanaged and one cannot 
invest directly in an index. Past performance is not an indicator or a guarantee of future performance. 

In addition, it should not be assumed that any securities mentioned were or will prove to be profitable. For the most current 
information on the fund, please contact your Franklin Templeton marketing representative. 

Source: Franklin Templeton Investments. The average credit quality (ACQ) rating may change over time. The portfolio itself 
has not been rated by an independent rating agency. The letter rating, which may be based on bond ratings from different 
agencies, is provided to indicate the average credit rating of the portfolio’s underlying bonds and generally ranges from AAA 
(highest) to D (lowest). The ACQ is determined by assigning a sequential integer to all credit ratings AAA to D, taking a 
simple, asset-weighted average of debt holdings by market value and rounding to the nearest rating. An ACQ is not a 
statistical measurement of the portfolio’s default risk and is provided for informational purposes only. Derivative positions 
and unrated securities are not reflected in the ACQ. 

This document is for information only and does not constitute investment advice or a recommendation and was prepared 
without regard to the specific objectives, financial situation or needs of any particular person who may receive it. Any 
research and analysis contained in this presentation has been procured by Franklin Templeton Investments for its own 
purposes and may be acted upon in that connection and, as such, is provided to you incidentally. Any views expressed are the 
views of the fund manager and do not constitute investment advice. The underlying assumptions and these views are subject 
to change. Franklin Templeton Investments accepts no liability whatsoever for any direct or indirect consequential loss arising 
from the use of any information, opinion or estimate herein. The value of investments and the income from them can go 
down as well as up and you may not get back the full amount that you invested.  

Any prediction, projection or forecast on the economy, stock market, bond market or the economic trends of the markets is 
not necessarily indicative of the future or likely performance.  

Past performance or any prediction or forecast is not necessarily indicative of future performance of the Fund. 
Subscriptions may only be made on the basis of the most recent Prospectus and Product Highlights Sheet which is available at 
Templeton Asset Management Ltd or our authorised distributors. Potential investor should read the details of the Prospectus 
and Product Highlights Sheet before deciding to subscribe for or purchase the Fund. This shall not be construed as the making 
of any offer or invitation to anyone in any jurisdiction in which such offer is not authorised or in which the person making 
such offer is not qualified to do so or to anyone to whom it is unlawful to make such an offer. In particular, this Fund is not 
available to U.S. Persons and Canadian residents.  

Opinions expressed within the promotion are subject to change without prior notice.  

The Fund may use financial derivative instruments which entail specific risks more fully described in the Fund’s 
Prospectus.  

Investors may wish to seek advice from a financial adviser before making a commitment to invest in shares of the Fund. In 
the event an investor chooses not to seek advice from a financial adviser, he/she should consider whether the Fund is 
suitable for him/her. Copyright© 2016 Franklin Templeton Investments. All rights reserved. Issued by Templeton Asset 
Management Ltd. Registration No. (UEN) 199205211E 


