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Product Details1
Fund Assets
Fund Inception Date
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Base Currency
Investment Style

Fund Description
€109,322,093.13
03/12/2001
29
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LU0138075311
EUR

MSCI Europe Small-Mid
Cap Index-NR
Morningstar Category™
Europe Small-Cap
Equity

Asset Allocation2
Percent of Total
%

Cash & Cash
Equivalents
Fixed Income

Performance Data3
Performance Net of Management Fees as at 31/07/2020 (Dividends Reinvested) (%)4

Growth

Benchmark

Equity

The Fund aims to achieve long-term capital appreciation by investing principally in equity and/or
equity-related securities of small and mid-cap companies (those with market capitalisation above
Euro 100 million and below Euro 8 billion) in Europe.
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Portfolio Manager Insight
Performance Review
ONE-MONTH KEY PERFORMANCE DRIVERS
Stocks

HELPED

HURT

Sectors

Countries

Devro plc

Energy (Stock Selection)

Brenntag AG
I.M.A. Industria Macchine
Automatiche S.p.A.

—

Netherlands (Stock
Selection)
Italy (Stock Selection)

—

Germany (Stock Selection)

HEXPOL AB Class B

Real Estate (Stock
Selection)

Sweden (Stock Selection)

Total Produce Plc

Materials (Stock Selection)

SEB SA

Spain (Stock Selection,
Overweight)
United Kingdom (Stock
Industrials (Stock Selection)
Selection)

• Sweden-based Hexpol, a polymer manufacturer, detracted from relative returns, as its
business continues to remain under pressure due to the weakness in the automotive industry.
The slump in auto production has led to weaker demand for rubber compounds, but we saw
signs of an improvement in demand in June, after a much weaker April and May.

• Total Produce, an Ireland-based fresh produce distributor, weighed on relative performance.
The company’s food service business has faced challenges during the lockdowns, but its
recent trading update indicated that sales have largely remained resilient as consumer sales of
fruits and vegetables have remained robust.

• Brenntag, a Germany-based chemicals distributor, supported relative returns, after it released
stronger-than-expected earnings for the latest quarter. We believe the company has been able
to use its size and scale to get better pricing on a range of chemicals, such as those used in
household products, which have been in strong demand during the COVID-19 outbreak.
1. All holdings are subject to change. Holdings of the same issuers have been combined.
2. Percentage may not equal 100% due to rounding. All holdings are subject to change.
3. Net Returns (NR) include income net of tax withholding when dividends are paid.
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Outlook & Strategy

• We believe that economies in Europe will continue to recover from the COVID-19 pandemic over the coming months, supported by massive
stimulus efforts from central banks and governments around the world.

• Additionally, we expect expensive companies in the information technology and health care sectors generally to continue garnering the most
market interest due to the limited impact COVID-19 is likely to have on their businesses. In fact, the valuation gap between growth stocks and
value stocks is the widest it has been since 2000, by our analysis. This disparity is likely to decrease over time, in our view, putting valuationoriented investors like us in a potentially strong position to see a benefit as the economy turns around and business activity picks back up.

• We have taken advantage of the market volatility to add several new quality companies with high returns on capital to the portfolio at what we
viewed as attractive valuations. We believe the overall portfolio consists of solid operators with leading market positions in industries we find
appealing, such as cash transit, waste management, industrial laundry and chemicals distribution. Although many of these businesses have
defensive attributes in normal times, the market has overlooked them in the current environment.

• We believe that recent changes to the portfolio have better positioned it for potential long-term success. We are optimistic that as market and
economic conditions normalise, our portfolio companies can stand out.

Portfolio Characteristics5
Portfolio

MSCI Europe Small-Mid Cap Index-NR6

Market Capitalisation (Millions in EUR)

1,986

6,758

Price to Earnings Growth Ratio

1.81x

1.99x

3-Year Sales Growth

7.26%

12.28%

Estimated 3-5 Yr EPS Growth

7.88%

8.12%

Price to Earnings (12 Month Forward)

15.67x

19.59x

Supplemental Performance Statistics
Supplemental Risk Statistics7,8
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Investment Team
Portfolio Manager

Ed Lugo, CFA

Years with Firm

Years Experience

19

30

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
mainly in equity and equity-related securities of small- and mid-cap companies located in or doing significant business in European countries. Such
securities have historically been subject to significant price movements that may occur suddenly due to market or company-specific factors. As a
result, the performance of the Fund can fluctuate considerably over time. Other significant risks include: foreign currency 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.

7. Beta, Information Ratio and Tracking Error information are measured against the MSCI Europe Small-Mid Cap Index-NR.
8. Net Returns (NR) include income net of tax withholding when dividends are paid.
9. Information Ratio is a way to evaluate a manager’s ability to outperform a benchmark in relation to the risk that manager is assuming, with risk defined as deviation from the benchmark. This
measure is calculated by dividing the portfolio’s excess return (portfolio return less the benchmark return) by the tracking error (derived by taking the standard deviation of the monthly
differences between the portfolio return and the benchmark return over time).
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Important Legal Information
Franklin European Small-Mid Cap Fund is a sub-fund of the Luxembourg-domiciled Franklin Templeton Investment Funds (FTIF).
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© 2020 Franklin Templeton. All rights reserved.
Issued by Templeton Asset Management Ltd. Registration No. (UEN) 199205211E
In addition, it should not be assumed that any securities mentioned were or will prove to be profitable. Stocks mentioned in this report are not a
solicitation to purchase those stocks, and are examples of some stocks which performed well. Not all stocks in the portfolio performed as well. For
the most current information on the fund, please contact your Franklin Templeton marketing representative.
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 the
Fund 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 include a greater number of securities than those held in the Fund.
Effective 17 May 2019, Franklin European Small-Mid Cap Growth Fund was renamed Franklin European Small-Mid Cap Fund.
CFA® and Chartered Financial Analyst® are trademarks owned by CFA Institute.
MSCI makes no warranties and shall have no liability with respect to any MSCI data reproduced herein. No further redistribution or use is permitted.
This report is not prepared or endorsed by MSCI.
Important data provider notices and terms available at: www.franklintempletondatasources.com
4. 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.
5. The portfolio characteristics listed are based on the fund’s underlying holdings, and do not necessarily reflect the fund’s characteristics. Due to data limitations all equity holdings are assumed
to be the primary equity issue (usually the ordinary or common shares) of each security’s issuing company. This methodology may cause small differences between the portfolio’s reported
characteristics and the portfolio’s actual characteristics. In practice, Franklin Templeton’s portfolio managers invest in the class or type of security which they believe is most appropriate at the
time of purchase. The market capitalisation figures for both the portfolio and the benchmark are at the security level, not aggregated up to the main issuer. Source: Factset. Price ratio
calculations for weighted average use harmonic means. Any exceptions to this are noted. The Estimated 3-5 Year EPS Growth uses simple weighted average means. There can be no
assurance that the Estimated 3-5 Year EPS Growth will be realised. All holdings are subject to change.
6. Source: FactSet. MSCI makes no warranties and shall have no liability with respect to any MSCI data reproduced herein. No further redistribution or use is permitted. This report is not
prepared or endorsed by MSCI.
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