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Fund Commentary

Performance Review

• Positive market momentum continued in February amidst supportive factors such as further re-opening of capital markets, muted inflation
readings, a dovish tilt in policy outlooks by global central banks and the anticipation of an eventual US trade deal with China. Against this
backdrop, spreads across fixed income sectors continued to trend lower.

• For the month, the fund’s A (Mdis) USD shares returned 0.38%, and its benchmark, the Hybrid: Bloomberg Barclays US Treasury (1-3 Y) Index to
30 Sep 2014 then Bloomberg Barclays US Government & Credit (1-3 Y) Index, returned 0.16%.
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• As the credit markets continued to recover during the month, our corporate credit exposure contributed significantly to absolute results over the
period. We maintained our largest allocation in IG corporate credit and increased our allocation over the month. Additionally, we added across
corporate credit to high-yield corporate bonds, CLOs and senior secured floating rate loans.

• We added exposure to RMBS which contributed to absolute performance. For our RMBS exposure we prefer to remain allocated to the seasoned
Credit Risk Transfer and Re-performing Loan sectors, where both fundamental and technical forces remain positive.

• Our foreign-currency exposure is held through a basket of developed-market shorts with major positions in the euro, Australian dollar, Korean

won and Canadian dollar versus a basket of emerging-market longs with major positions in the Mexican peso, Indian rupee and Indonesian
rupiah. Foreign currency exposure had a largely neutral effect on returns. Our US duration positioning was a positive contributor for performance.

Outlook & Strategy

• Given the robust conditions across the US economy, the US Federal Reserve’s (Fed’s) recent decision to put monetary policy tightening on hold
is best seen as a temporary pause, in our view. Economic growth is likely to slow from the elevated levels seen in 2018, but we would expect a
moderation to a rate of expansion that still compares favourably to the economy’s potential.

• We think a US recession continues to appear to be an extremely improbable outcome in the near term, barring any major external shock.
Spending by US consumers looks resilient and could remain a key driver of growth, supported by the strength of the US labour market.

• The Fed’s switch to a more dovish stance—one that assigns more importance to global demand and financial markets, and downplays the strong

domestic backdrop—could risk undermining its credibility, if maintained for too long. Therefore, we believe policymakers may resume interest-rate
hikes sometime during the second half of 2019.
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Fund Description

The fund’s investment objective is to provide as high a level of current
income as is consistent with prudent investing, while seeking
preservation of shareholders’ capital.
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What Are the Key Risks?

The value of shares in the Fund and income received from it can go down as well as up and investors may not get back the full amount invested.
Performance may also be affected by currency fluctuations. Currency fluctuations may affect the value of overseas investments. The Fund invests in
relatively short-term debt securities mainly in the U.S., but may invest up to 25% in non-U.S. issuers. Such securities have historically been subject
to price movements, generally due to interest rates or movements in the bond market. As a result, the performance of the Fund can fluctuate to a
small degree over time. Other significant risks include: credit risk, currency risk, derivatives risk, liquidity risk. For full details of all of the risks
applicable to this Fund, please refer to the “Risk Considerations” section of the Fund in the current prospectus of Franklin Templeton Investment
Funds.

Important Legal Information

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.

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© 2019 Franklin Templeton Investments. All rights reserved.

Issued by Templeton Asset Management Ltd. Registration No. (UEN) 199205211E

The Fund may utilise financial derivative instruments for hedging, efficient portfolio management and/or investment purposes.
CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.

Important data provider notices and terms available at www.franklintempletondatasources.com.

1. Source for all information is Franklin Templeton Investments. Benchmark related data provided by FactSet. Fund performance computed in share class currency, on NAV-NAV basis and
dividends reinvested. Net of Sales Charge figures are after 5% sales charge. Past performance is no guarantee of future results. Portfolio holdings are subject to change. Periods greater than
one year are shown as average annual total returns. Other commissions, taxes and other relevant costs paid by investor are not included.
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