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This letter is important and requires your immediate attention.

If you are in doubt about the contents of this letter,
you should seek independent professional advice.

Hong Kong, 23 May 2022

Dear Investors,

Franklin Templeton Investment Funds (the “Company”)
- Changes to certain sub-funds of the Company (the “Funds”)

This letter is intended for the investors who hold shares of the Company via an account with (i)
Franklin Templeton Investments (Asia) Limited (the “Hong Kong Representative™) or (ii) a duly
authorized intermediary for the Hong Kong market (collectively, the “Investors”).

Unless otherwise specified herein, capitalized terms used in this letter shall have the meanings
assigned to such terms in the Explanatory Memorandum of the Company dated April 2022, as
amended from time to time (the “Explanatory Memorandum?”).

The changes numbered (1) to (3) shall be effective as of 24 June 2022, and the changes numbered (4)
to (9) shall be effective as of 29 January 2022.

@ Updates to the investment policy of the Franklin Euro High Yield Fund on its exposure
to convertible securities and contingent convertible securities

The investment policy of the Fund shall be updated to reflect that the Fund may invest on an ancillary
basis in convertible securities and up to 5% of the Fund’s net assets in contingent convertible
securities.

2 Updates to the investment policies of the Franklin Biotechnology Discovery Fund,
Franklin Technology Fund and Franklin U.S. Opportunities Fund, on their exposures to
securities issued by private companies, Private Investments in Public Equity (“PIPEs”)
and special purpose acquisition companies (“SPACs”)

The investment policies of the Funds shall be updated to reflect that the Funds may, in accordance
with the investment restrictions, invest (i) up to 5%? or 10%? of their net assets in securities issued by
private companies and PIPEs and (ii) up to 5% of their net assets in SPACs provided that the
contemplated PIPEs and SPACs qualify as transferable securities under paragraphs (1) or (2) a) of

LIn respect of Franklin Biotechnology Discovery Fund and Franklin U.S. Opportunities Fund
2 In respect of Franklin Technology Fund



Article 41 of the Luxembourg law of 17 December 2010 relating to undertakings for collective
investment.

In this respect, “PIPEs risk”, “Private Companies risk” and “SPACs risk” (as set out below) shall be
added to the lists of risks pertaining to the Funds in the Explanatory Memorandum.

“PIPEs risk

Investments in privately sourced and structured convertible and equity-linked securities of public
companies (“PIPES”) offer the opportunity for significant gains, but also involve a high degree of
risk, including the complete loss of capital. Among these risks are the general risks associated with
investing in companies operating at a loss or with substantial variations in operating results from
period to period and investing in companies with the need for substantial additional capital to support
expansion or to achieve or maintain a competitive position. Such companies may face intense
competition, including competition from companies with greater financial resources, more extensive
development, manufacturing, marketing and service capabilities, and a greater number of qualified
managerial and technical personnel. Securities of any such portfolio company will likely be thinly
traded and undercapitalized and will therefore be more sensitive to adverse business or financial
developments. In the event that any such portfolio company is unable to generate sufficient cash flow
or raise additional equity capital to meet its projected cash needs, the value of the investment made by
a Fund in such portfolio investment could be significantly reduced or even lost entirely.

Private Companies risk

Investments in securities issued by private companies involve a significant degree of risk and
uncertainties compared to publicly traded equity. These investments are usually made in companies
that have existed for a short period of time, with little business experience and therefore any forecast
of future growth in value is subject to a high level of uncertainty.

Investments in securities issued by private companies are also subject to limited liquidity as they are
not traded in an organized market.

SPACSs risk

A Fund may invest directly or indirectly in special purpose acquisition companies (SPACs) or similar
special purposes entities which are subject to a variety of risks beyond those associated with other
equity securities. A SPAC is a publicly traded company that raises investment capital for the purpose
of acquiring or merging with an existing company. SPACs do not have any operating history or
ongoing business other than seeking acquisitions, and the value of their securities is particularly
dependent on the ability of the SPAC’s management to identify a merger target and complete an
acquisition. Some SPACs may pursue acquisitions only within certain industries or regions, which
may increase the volatility of their prices. In addition, these securities, which may be traded in the
over-the-counter market, may be considered illiquid and/or may be subject to restrictions on resale.”

3 Enhancement of disclosures in respect of the Franklin Biotechnology Discovery Fund,
Franklin Euro High Yield Fund, Franklin Innovation Fund, Franklin Technology Fund,
Franklin U.S. Opportunities Fund, Templeton Asian Bond Fund and Templeton
Emerging Markets Bond Fund to comply with the European Union Sustainable Finance
Disclosure Regulation EU 2019/2088 (“SFDR”)

The disclosures in respect of the Funds shall be updated to comply with the SFDR. SFDR provides
harmonised disclosure requirements for investment products which promote environmental and/or
social characteristics, amongst others. The underlying rationale of SFDR is to enable investors to
make informed decisions about the sustainability feature of investment products based on harmonized
disclosures while at the same time setting up a regulatory framework to combat “greenwashing”.



As the Funds are considered to be promoting environmental and/or social characteristics for the
purposes of SFDR and subject to Article 8 of SFDR, enhanced disclosures shall be included in the
Explanatory Memorandum under the sub-sections headed “Investment Policy” and “Investor Profile”
(as further detailed in the appendix to this letter) in respect of the Funds. “Sustainability Risk” shall
also be included as a risk pertaining to the Funds in the Explanatory Memorandum. In addition, the
following section shall be added before the “Risk Considerations” section of the relevant Funds in the
Explanatory Memorandum:

“Taxonomy Regulation

In line with its ESG methodology, the Fund promotes environmental, social and governance
characteristics. Although the Fund does not commit to make investments in taxonomy-aligned
environmentally sustainable activities contributing to climate change mitigation and climate change
adaptation objectives, it cannot be excluded that the Fund’s underlying investments may incidentally
include investments which aim at having a positive impact on the environment through their focus on
climate change mitigation and climate change adaptation and which may be but are not necessarily
taxonomy-aligned. Investors should note that the “do no significant harm” principle under Taxonomy
Regulation applies only to those investments underlying the Fund that take into account the EU
criteria for environmentally sustainable economic activities. The investments underlying the Fund
which are not in taxonomy-aligned environmentally sustainable activities do not take into account the
EU criteria for environmentally sustainable economic activities under the Taxonomy Regulation.”

The above updates are not considered material changes and are made solely to respond to the
disclosure obligations (transparency principle) resulting from SFDR.

(@) Enhancement of disclsoures on the Franklin U.S. Dollar Short-Term Money Market
Fund’s exposure to repurchase and reverse repurchase agreements

The investment policy of the Fund has been enhanced to elaborate on the Fund’s exposure to
repurchase and reverse repurchase agreements, as follows:

“The Fund may also invest in repurchase and reverse repurchase agreements within the limits
described below for the purposes of investing the cash, generating additional capital or income and
mitigating risks, as well as less than 10% of the Fund’s net assets in units or shares of any other
short-term Money Market Fund.”

The sub-sections headed “Exposure to repurchase agreements” and “Exposure to reverse repurchase
agreements” in the Explanatory Memorandum have been enhanced as follows:

“Exposure to repurchase agreements

The expected level of exposure that could be subject to repurchase agreements amounts to 10% of the
Fund's net assets, subject to a maximum of 10%.

The use of repurchase agreement transactions will be temporary while the Fund may expect upward
and downward variations. Such variations may be dependent on factors such as, but not limited to,
total Fund's net assets, the demand from the underlying market and seasonal trends in the underlying
market. During periods of little or no demand from the market, the proportion of the Fund's net assets
subject to repurchase agreement transactions may be 0%, while there may also be periods of higher
demand, in which case this proportion may approach 10%.




EXxposure to reverse repurchase agreements

The expected level of exposure that could be subject to reverse repurchase agreements amounts to 20%
of the Fund's net assets, subject to a maximum of 35%. The aggregate amount of cash provided to the
same counterparty in reverse repurchase agreements shall not exceed 15% of the assets of the Fund.

The use of reverse repurchase agreement transactions will be temporary while a Fund may expect
upward and downward variations. Such variations may be dependent on factors such as, but not
limited to, total Fund's net assets, the demand from the underlying market and seasonal trends in the
underlying market. During periods of little or no demand from the market, the proportion of the
Fund's net assets subject to reverse repurchase agreement transactions may be 0%, while there may
also be periods of higher demand, in which case this proportion may approach 35%.

(5) Updates to the investment policy of the Templeton China A-Shares Fund

The investment policy of the Fund in the Explanatory Memorandum has been updated to reflect that
the Fund will no longer be exposed to repurchase and/or reverse repurchase agreements. Accordingly,
the “Repurchase and Reverse Repurchase Transactions risk” has been removed from the list of risks
pertaining to the Fund.

(6) Enhancement of disclosures on currency hedging techniques

The sub-section headed “Hedged Share Classes” under the section headed “FRANKLIN
TEMPLETON INVESTMENT FUNDS” in the Explanatory Memorandum has been enhanced to
reflect that the currency hedging techniques (which may be used at Class level) may be carried out by
the relevant Investment Manager(s) or by JPMORGAN CHASE BANK, N.A., London Branch.

@) Enhancement of disclosures on securities lending and repurchase and reverse
repurchase agreement transactions to comply with the CSSF regulatory requirements

Disclosures on securities lending and repurchase and reverse repurchase agreement transactions have
been enhanced to comply with the CSSF regulatory requirements. In particular, it is specified that the
expected proportion of a Fund’s net assets that could be subject to securities lending transactions is set
out in the “FUND INFORMATION, OBJECTIVES AND INVESTMENT POLICIES” section of the
relevant Fund, except where a Fund does not enter into securities lending transactions, in which case
no reference is made to such transactions in the specific section of the relevant Fund.

(8) Removal of “Barclays” from the Bloomberg Index constituent names due to the
rebranding by Bloomberg

The term “Barclays” has been removed from the Bloomberg Index constituent names due to the
rebranding by Bloomberg. As a result, the following changes have been reflected in the Explanatory
Memorandum.

(i) The sub-section headed “Global Exposure” in respect of the Franklin Strategic Income Fund
has been updated as follows:

“The relative VaR reference benchmark is a blended benchmark of the following Bloomberg Barelays
Index components: US High Yield (10%), US Mortgage-Backed (10%), US Government (10%), US
Credit (Corporates) (10%), US Commercial Mortgage-Backed (5%), Global Treasury ex-US (10%),
US Dollar Emerging Markets Sovereign (10%), Emerging Market Local Currency Government (10%)
and Global High Yield (25%).”

(i) The sub-section headed “Global Exposure” in respect of the Templeton Global Income Fund
has been updated as follows:



“The relative VaR reference benchmark is a blended benchmark consisting of the MSCI All Country
World Index (50%), the Bloomberg Baretays Multiverse Index (25%), the Bloomberg Barelays Global
High-Yield Index (12.5%), the J.P. Morgan Emerging Markets Bond Index Global (EMBIG) (6.25%)
and the J.P. Morgan Government Bond Index-Emerging Markets (GBI-EM) (6.25%).

(iii) The sub-section headed “Global Exposure” in respect of the Templeton Global Total Return
Fund has been updated as follows:

“The relative VaR reference benchmark is a blended benchmark consisting of the Bloomberg
Barelays Multiverse Index (50%),the Bloomberg Barelays Global High-Yield Index (25%), the J.P.
Morgan Emerging Markets Bond Index Global (EMBIG) (12.5%) and the J.P. Morgan Government
Bond Index-Emerging Markets (GBI-EM) (12.5%). ”

(iv) The sub-section headed “Global Exposure” in respect of the Templeton Global Total Return
I1 Fund has been updated as follows:

“The relative VaR reference benchmark is a blended benchmark consisting of the Bloomberg
Barclays Multiverse Index (50%),the Bloomberg Barelays Global High-Yield Index (25%), the J.P.
Morgan Emerging Markets Bond Index Global (EMBIG) (12.5%) and the J.P. Morgan Government
Bond Index-Emerging Markets (GBI-EM) (12.5%).”

(v) The benchmark disclosures of the Funds listd below as set out under the section headed
“BENCHMARK DISCLOSURE” have been updated as follows:

— Franklin Euro Government Bond Fund: Bloomberg-Barelays Euro Government Bond Index.

— Franklin Global Income Fund: Blended 50% MSCI ACWI High Dividend Yield + 20%
Bloomberg Barclays—Global High Yield Corporate + 30% Bloomberg Barelays—Global
Aggregate Index

— Franklin Income Fund: Blended 50% MSCI USA High Dividend Yield Index + 25%
Bloomberg Barelays-High Yield Very Liquid Index + 25% Bloomberg Barelays-US Aggregate
Index

— Franklin NextStep Balanced Growth Fund: Blended 30% Bloomberg Barelays—Multiverse
(hedged to USD) + 30% MSCI AC Asia Pacific Ex-Japan + 30% MSCI ACWI + 10% JPM
GBI-EM Broad Diversified Asia Index

— Franklin NextStep Dynamic Growth Fund: Blended 40% MSCI AC Asia Pacific Ex-Japan +
35% MSCI ACWI + 20% Bloomberg Barelays-Multiverse (hedged to USD) + 5% JPM GBI-
EM Broad Diversified Asia Index

— Franklin NextStep Stable Growth Fund: Blended 60% Bloomberg Barclays—Multiverse
(hedged to USD) + 15% MSCI AC Asia Pacific Ex-Japan + 15% JPM GBI-EM Broad
Diversified Asia Index + 10% MSCI ACWI.

— Franklin Strategic Income Fund: Bloomberg Barelays-US Aggregate Index

— Franklin U.S. Government Fund: Bloomberg Barelays-US Government - Intermediate Index

— Templeton Global Income Fund: Blended 50% MSCI All Country World Index + 50%
Bloomberg Barelays-Multiverse Index

— Templeton Global Total Return Fund: Bloomberg Barelays-Multiverse Index

— Templeton Global Total Return Il Fund: Bloomberg Barelays-Multiverse Index

9 Enhancement of disclosures on the Regulation (EU) 2020/852 of the European
Parliament and of the Council of 18 June 2020 on the establishment of a framework to
facilitate sustainable investment, and amending Regulation (EU) 2019/2088, as may be
amended from time to time (“Taxonomy Regulation™)



Enhanced disclosures have been included in the Explanatory Memorandum on the Taxonomy
Regulation. In particular, for the Franklin Euro Government Bond Fund and the Templeton Global
Bond Fund (which are subject to Article 8 of SFDR) and the Templeton Global Climate Change Fund
(which is subject to Article 9 of SFDR), a sub-section headed “Taxonomy Regulation” has been
added before the sub-section headed “Risks of Investing in the Fund”.

* * * * * %

There will be no material change or increase in the overall risk profiles of any of the Funds. Further,
other than as stated, there will be no change in the operation and/or the manner in which the Funds are
being managed. The changes set out in this letter will not have any material adverse impact on the
interests of the Investors and are not expected to materially prejudice the rights or interests of the
Investors. The changes set out in this letter are not expected to give rise to any change in the fee level
or fee structure of any of the Funds.

* * * * % *

If you do not agree with the changes numbered (1) to (3) above set out in this letter, you may request,
free of charge until 4:00 p.m. on 24 June 2022, for a redemption of your shares of the relevant Funds
impacted by such changes or a switching of such shares into shares of other sub-funds of the
Company that are authorized® by the Securities and Futures Commission of Hong Kong (“SFC”),
details of which are disclosed in the Explanatory Memorandum.

The Company comprises a wide range of sub-funds catering for many different objectives. Switching
of your existing holding may be made into other sub-funds within the Company that are authorized®
by the SFC. On receipt of your instructions, we will execute the switching for you in accordance with
the provisions of the Explanatory Memorandum, free of charge.

If you do not wish to switch your shares and would like to redeem such shares, the redemption will be
made in accordance with the provisions of the Explanatory Memorandum, free of charge.

Please note that although the Company will not charge the Investors impacted by the changes
numbered (1) to (3) any redemption or switching fee for redemption and switching requests that reach
the Hong Kong Representative, in some cases the relevant banks, investment advisers or other
intermediaries may charge switching and/or transaction fees. They may also have a local dealing cut-
off time which is earlier than the dealing deadline described above. The Investors are recommended to
check with their banks, investment advisers or other intermediaries (if applicable) to ensure that their
instructions reach the Hong Kong Representative before the dealing deadline above.

Before investing in another SFC-authorized® sub-fund of the Company, please ensure that you have
read and understood the investment objectives, policies and fees applicable to the relevant sub-funds
as described in the Explanatory Memorandum.

* * * * X %

The Management Company and the Board of Directors accept full responsibility for the accuracy of
the information contained in this letter as at the date of its publication and confirm, having made all
reasonable enquiries, that to the best of their knowledge and belief there are no other facts the
omission of which would make any statement misleading.

3 SFC authorization is not a recommendation or endorsement of a scheme nor does it guarantee the commercial
merits of a scheme or its performance. It does not mean the scheme is suitable for all investors nor is it an
endorsement of its suitability for any particular investor or class of investors.



The Explanatory Memorandum and the product key facts statements of the Funds (which are available
for download from the Hong Kong Representative’s website at www.franklintempleton.com.hk*) have
been updated to reflect the changes numbered (4) to (9) and are available at the office of the Hong
Kong Representative. They will be updated to reflect the changes numbered (1) to (3) in due course.

If you require any further information, please do not hesitate to contact your investment consultant,
call our Investor Hotline at +852 2805 0111 or contact the Hong Kong Representative at 17/F, Chater
House, 8 Connaught Road Central, Hong Kong. If you are not a duly authorized intermediary for the
Hong Kong market, please be advised that you are not required to forward this letter to your end
clients.

Yours faithfully,
Franklin Templeton Investments (Asia) Limited

B MRS IR & (CEM) AR AE
As Hong Kong Representative of the Company

4 The website has not been reviewed by the SFC.


http://www.franklintempleton.com.hk/

Appendix

As the Funds listed below are considered to be promoting environmental and/or social characteristics
for the purposes of SFDR and subject to Article 8 of SFDR, enhanced disclosures shall be included in
the Explanatory Memorandum under the sub-sections headed “Investment Policy” and “Investor
Profile” in respect of these Funds.

Fund Enhanced disclosures

Franklin Biotechnology |Investment Policy
Discovery Fund

The following language shall be incorporated in the investment policy
of the Fund:

Since the Investment Manager considers that Environmental, Social
and Governance (ESG) factors can have a material impact on a
company’s current and future corporate value, ESG considerations are
an integral component of its fundamental investment research and
decision process. The Investment Manager employs a binding
proprietary ESG methodology which is applied to at least 90% of the
Fund’s portfolio to determine a company’s profile on relevant
environmental, social, and governance issues. The Investment
Manager evaluates the companies which may be potential investment
for the Fund (“Fund’s Investment Universe”) and assigns an overall
ESG rating based on quantitative and qualitative indicators such as
drug affordability/price, gender diversity and inclusion, employee
satisfaction as well as environmental impact/greenhouse gases
emissions. The rating assigned to the issuers by the Investment
Manager based on the proprietary ESG methodology comprises four
grades: AAA (best in class/very good), AA (good), A (fair) and B
(needs improvement). The Investment Manager’s ESG approach
includes regular dialogue with companies, monitoring material ESG
issues and voting proxies. Companies rated “B” or those not rated due
to the company not meeting the Investment Manager’s fundamental
criteria are excluded from the Fund’s portfolio.

The Fund also applies specific ESG exclusions and will not invest in
companies which according to the Investment Manager’s analysis:

e Seriously violate the United Nations Global Compact
Principles (without positive perspective);

e Generate more than 10% of revenue from the production
and/or distribution of weapons;

e Are involved in the production, distribution or wholesale
trading of dedicated and/or key components of banned
weapons® (i.e., antipersonnel mines, biological & chemical
weaponry and cluster munitions);

e Manufacture tobacco or tobacco products or those that derive
revenue from such products that exceeds 5%;

5(a) Weapons according to (i) The Convention of the Prohibition of the Use, Stockpiling, Production and
Transfer of Anti-Personnel Mines and on their Destruction and (ii) The Convention on the Prohibition of Cluster
Munitions and (b) weapons classed as either B- or C- weapons pursuant to the United Nations Biological
Weapons Convention and the United Nations Chemical Weapons Convention respectively.



Fund

Enhanced disclosures

e Generate more than 10% of their revenue from thermal coal
extraction or coal-based power generation.

Furthermore, the Fund will not invest in sovereign issuers which have
inadequate scoring according to the Freedom House Index®.

As a result of the aforementioned ESG methodology and exclusions,
the weighted average base ESG score of the Fund’s portfolio is higher
than the average base ESG score of the Fund’s Investment Universe.
ESG scores for each portfolio company will be reviewed and updated
at least annually.

For the avoidance of doubt, the Fund is not classified as an ESG
fund, pursuant to the “Circular to management companies of SFC-
authorized unit trusts and mutual funds - ESG funds” issued by the
SFC on 29 June 2021.

Investor’s Profile

The “Investor’s Profile” of the Fund shall be updated as follows:

Considering the investment objectives, as stated above, the Fund may

appeal to Investors looking to:

e investin a Fund compliant with Article 8 of the SFDR;

e achieve-seeking capital appreciation by investing in equity
securities; and

o invest seeking—a—growth—investment in the biotechnology

sector in the US and around the world; and

o invest planning-to-held-theiinvestments for the medium to

long term.

Franklin Euro High
Yield Fund

Investment Policy

The following language shall be incorporated in the investment policy
of the Fund:

The Fund employs a proprietary environmental, social and
governance (ESG) rating methodology to evaluate the securities that
may be potential investments for the Fund (the Fund’s “Investment
Universe”), and applies certain restrictions as detailed below. The
ESG rating methodology is applied to 100% of issuers present in the
Fund’s portfolio and is binding for the portfolio construction.

ESG factors are an important component of the Fund’s corporate
credit research process, combining bottom-up fundamental credit
analysis with a review of any material ESG factors to arrive at a
holistic assessment of credit strengths, weaknesses and potential

risks. The Investment Managers’ analysts may work with issuers

8 https://freedomhouse.org/report/freedom-world/freedom-world-2018




Fund

Enhanced disclosures

presenting specific carbon emissions issues so as to improve the risk-
management they apply in these areas.

Across the entire portfolio’, the Fund shall not invest in issuers that:

o Repeatedly and seriously violate the United Nations Global
Compact principles such as

e Protection of international human rights

e No complicity in human rights violations

e Respect for freedom of association and the right to
collective bargaining

e Elimination of forced labour

e Abolition of child labour

e Elimination of discrimination in respect of
employment and occupation

e Precautionary  principle in  dealing  with
environmental problems / approach to environmental
challenges

e Promoting greater environmental awareness [/
responsibility

e Development and dissemination / diffusion of
environmentally friendly technologies

e Working / Standing up against corruption in all its
forms

e Manufacture nuclear weapons or controversial weapons
defined as anti-personnel mines, biological & chemical
weaponry; or those that manufacture components intended
for use in such weapons;

o Manufacture of conventional weapons; those that derive
revenue from such products that exceeds the Investment
Managers’ threshold (5%);

o Manufacture tobacco or tobacco products; or those that
derive revenue from such products that exceeds the
Investment Managers’ thresholds (5%);

o Adhere to the bespoke list of gambling companies, that are
set according to the bespoke gambling policy;

o Derives more than 5% of their revenue from thermal coal
extraction;

Score an ESG rating of CCC according to MSCI;

e Are flagged as red for Social Controversy. The flag is
derived from the lowest scoring sub-pillar (Customers,
Human Rights & Community, and Labor Rights & Supply
Chain) within the Social pillar.

As a result of the aforementioned ESG methodology and exclusions,
the weighted average base ESG score of the Fund’s portfolio is
higher than the average base ESG score of the Fund’s Investment
Universe. ESG scores for each portfolio company will be reviewed
and updated at least annually.

" A buffer of 5% is allowed for investments in companies that would not fulfil these criteria.

10




Fund

Enhanced disclosures

For the avoidance of doubt, the Fund is not classified as an ESG
fund, pursuant to the “Circular to management companies of SFC-
authorized unit trusts and mutual funds - ESG funds” issued by the
SFC on 29 June 2021.

Investor’s Profile

The “Investor’s Profile” of the Fund shall be updated as follows:

Considering the investment objectives, as stated above, the Fund may
appeal to Investors looking to:
Lis suitable for i :

e invest in a Fund compliant with Article 8 of the SFDR;

o seekipgte earn a high level of income, and to a lesser extent,
some capital appreciation in a Fund with-having the Euro as
its base currencys and investing seeking-irvestment-primariy
in Euro-denominated high-yielding fixed income securities;
and

o invest-planning-to-heldtheir—investments for the medium to

long term.

Franklin Innovation
Fund

Investment Policy

The following language shall be incorporated in the investment policy
of the Fund:

Since the Investment Manager considers that Environmental, Social
and Governance (ESG) factors can have a material impact on a
company’s current and future corporate value, ESG considerations are
an integral component of its fundamental bottom up research. The
Investment Manager employs a binding proprietary ESG
methodology which is applied to at least 90% of the Fund’s portfolio
to determine a company’s profile on relevant environmental, social,
and governance issues. The Investment Manager evaluates the
companies which may be potential investment for the Fund (“Fund’s
Investment Universe”) and assigns an overall ESG rating based on
guantitative and qualitative factors such as data security, gender
diversity and inclusion as well as climate risk/greenhouse gases
emissions/carbon footprint. The rating assigned to the issuers by the
Investment Manager based on the proprietary ESG methodology
comprises four grades: AAA (best in class/very good), AA (good), A
(fair) and B (needs improvement). The Investment Manager’s ESG
approach includes regular dialogue with companies, monitoring
material ESG issues and voting proxies. Companies rated “B” or
those not rated due to the company not meeting the Investment
Manager’s fundamental criteria are excluded from the Fund’s
portfolio.

The Fund also applies specific ESG exclusions and will not invest in
companies which according to the Investment Manager’s analysis:
e Seriously violate the United Nations Global Compact

Principles (without positive perspective);

11




Fund Enhanced disclosures

e Generate more than 10% of revenue from the production
and/or distribution of weapons;

e Are involved in the production, distribution or wholesale
trading of dedicated and/or key components of banned
weapons?® (i.e., antipersonnel mines, biological & chemical
weaponry and cluster munitions);

e Manufacture tobacco or tobacco products or those that derive
revenue from such products that exceeds 5%;

e Generate more than 10% of their revenue from thermal coal
extraction or coal-based power generation.

Furthermore, the Fund will not invest in sovereign issuers which have
inadequate scoring according to the Freedom House Index®.

As a result of the aforementioned ESG methodology and exclusions,
the weighted average base ESG score of the Fund’s portfolio is higher
than the average base ESG score of the Fund’s Investment Universe.
ESG scores for each portfolio company will be reviewed and updated
at least annually.

For the avoidance of doubt, the Fund is not classified as an ESG
fund, pursuant to the “Circular to management companies of SFC-
authorized unit trusts and mutual funds - ESG funds” issued by the
SFC on 29 June 2021.

Investor’s Profile

The “Investor’s Profile” of the Fund shall be updated as follows:

Considering the investment objectives, as stated above, the Fund may
appeal to Investors looking to:
Lis suitablo for i :
invest in a Fund compliant with Article 8 of the SFDR;

e achieve capital appreciation by investing in equity securities
of companies whose growth prospects are poised to benefit
from dynamic technology and innovation; and

e invest for the medium to long term.

Franklin Technology Investment Policy
Fund

The following language shall be incorporated in the investment policy
of the Fund:

The Fund uses a growth approach that employs intensive, bottom-up,

8 (a) Weapons according to (i) The Convention of the Prohibition of the Use, Stockpiling, Production and
Transfer of Anti-Personnel Mines and on their Destruction and (ii) The Convention on the Prohibition of Cluster
Munitions and (b) weapons classed as either B- or C- weapons pursuant to the United Nations Biological
Weapons Convention and the United Nations Chemical Weapons Convention respectively.

9 https://freedomhouse.org/report/freedom-world/freedom-world-2018
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Fund Enhanced disclosures

fundamental research of companies. The Investment Manager also
takes into consideration broad-based trends when considering the
selection of investments. In general, the Investment Manager looks for
companies it believes display, or will display, some of the following
characteristics, among others: quality management; robust growth
prospects; strong market positioning; high, or rising profit margins;
and good return on capital investment. Since the Investment Manager
considers that Environmental, Social and Governance (ESG) factors
are particularly relevant to investing in the technology sector and can
contribute to the creation of shareholder value, ESG considerations are
an integral component of its fundamental investment research. In this
respect, the Investment Manager employs a binding proprietary ESG
methodology which is applied to at least 90% of the Fund’s portfolio
to determine a company’s profile on relevant environmental, social,
and governance issues. The Investment Manager evaluates the
companies which may be potential investment for the Fund (“Fund’s
Investment Universe”) and assigns an overall ESG rating based on
quantitative and qualitative factors such as cybersecurity and data
privacy, the usage of controversial materials, support of human
capital, diversity and inclusion as well as environmental impact
(carbon emissions, ewaste, water usage). The rating assigned to the
issuers by the Investment Manager based on the proprietary ESG
methodology comprises four grades: AAA (best in class/very good),
AA (good), A (fair) and B (needs improvement). The Investment
Manager’s ESG approach includes regular dialogue with companies,
monitoring material ESG issues and voting proxies. Companies rated
“B” or those not rated due to the company not meeting the Investment
Manager’s fundamental criteria are excluded from the Fund’s
portfolio.

The Fund also applies specific ESG exclusions and will not invest in
companies which according to the Investment Manager’s analysis:

e Seriously violate the United Nations Global Compact
Principles (without positive perspective);

e Generate more than 10% of revenue from the production
and/or distribution of weapons;

e Are involved in the production, distribution or wholesale
trading of dedicated and/or key components of banned
weapons®® (i.e., antipersonnel mines, biological & chemical
weaponry and cluster munitions);

e Manufacture tobacco or tobacco products or those that derive
revenue from such products that exceeds 5%;

e Generate more than 10% of their revenue from thermal coal
extraction or coal-based power generation.

10 (a) Weapons according to (i) The Convention of the Prohibition of the Use, Stockpiling, Production and
Transfer of Anti-Personnel Mines and on their Destruction and (ii) The Convention on the Prohibition of Cluster
Munitions and (b) weapons classed as either B- or C- weapons pursuant to the United Nations Biological
Weapons Convention and the United Nations Chemical Weapons Convention respectively.
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Furthermore, the Fund will not invest in sovereign issuers which have
inadequate scoring according to the Freedom House Index™..

/As a result of the aforementioned ESG methodology and exclusions,
the weighted average base ESG score of the Fund’s portfolio is higher
than the average base ESG score of the Fund’s Investment Universe.
ESG scores for each portfolio company will be reviewed and updated
at least annually.

For the avoidance of doubt, the Fund is not classified as an ESG
fund, pursuant to the “Circular to management companies of SFC-
authorized unit trusts and mutual funds - ESG funds” issued by the
SFC on 29 June 2021.

Investor’s Profile

The “Investor’s Profile” of the Fund shall be updated as follows:

Considering the investment objectives, as stated above, the Fund
may appeal to Investors looking to:
Lis sqitable for i :

e invest in a Fund compliant with Article 8 of the SFDR;

o seeking capital appreciation by investing in equity securities;
and

o seeking a growth investment in the technology sector in the
US and around the world; and

o invest planning-to-hold-theirinvestments for the medium to

long term.

Franklin U.S.
Opportunities Fund

Investment Policy

The following language shall be incorporated in the investment
policy of the Fund:

In addition to solid management and sound financial records, the
Investment Manager also considers Environmental, Social and
Governance (ESG) factors as an integral component of its
fundamental investment research and decision process. In this
respect, the Investment Manager employs a binding proprietary ESG
methodology which is applied to at least 90% of the Fund’s portfolio
to determine a company’s profile on relevant environmental, social,
and governance issues. The Investment Manager evaluates the
companies which may be potential investment for the Fund (“Fund’s
Investment Universe”) and assigns an overall ESG rating based on
quantitative and qualitative indicators such as health and safety, data
security, diversity and inclusion as well as environmental impact

(measured by greenhouse gas emissions and carbon footprint). The

11 https://freedomhouse.org/report/freedom-world/freedom-world-2018
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rating assigned to the issuers by the Investment Manager based on
the proprietary ESG methodology comprises four grades: AAA (best
in class/very good), AA (good), A (fair) and B (needs improvement).
The Investment Manager’s ESG approach includes regular dialogue
with companies, monitoring material ESG issues and voting proxies.
Companies rated “B” or those not rated due to the company not
meeting the Investment Manager’s fundamental criteria are excluded
from the Fund’s portfolio.

The Fund also applies specific ESG exclusions and will not invest in

companies which according to the Investment Manager’s analysis:

e Seriously violate the United Nations Global Compact
Principles (without positive perspective);

e Generate more than 10% of revenue from the production
and/or distribution of weapons;

e Are involved in the production, distribution or wholesale
trading of dedicated and/or key components of banned
weapons® (i.e., antipersonnel mines, biological & chemical
weaponry and cluster munitions);

e Manufacture tobacco or tobacco products or those that derive
revenue from such products that exceeds 5%;

e Generate more than 10% of their revenue from thermal coal
extraction or coal-based power generation.

Furthermore, the Fund will not invest in sovereign issuers which
have inadequate scoring according to the Freedom House Index*3.

/As a result of the aforementioned ESG methodology and exclusions,
the weighted average base ESG score of the Fund’s portfolio is
higher than the average base ESG score of the Fund’s investment
universe. ESG scores for each portfolio company will be reviewed
and updated at least annually.

For the avoidance of doubt, the Fund is not classified as an ESG
fund, pursuant to the “Circular to management companies of SFC-
authorized unit trusts and mutual funds - ESG funds” issued by the
SFC on 29 June 2021.

Investor’s Profile

The “Investor’s Profile” of the Fund shall be updated as follows:

Considering the investment objectives, as stated above, the Fund
may appeal to Investors looking to:

The Fund-issuitablefor-investors:

12 (a) Weapons according to (i) The Convention of the Prohibition of the Use, Stockpiling, Production and

Transfer of Anti-Personnel Mines and on their Destruction and (ii) The Convention on the Prohibition of Cluster

Munitions and (b) weapons classed as either B- or C- weapons pursuant to the United Nations Biological
Weapons Convention and the United Nations Chemical Weapons Convention respectively.
13 https://freedomhouse.org/report/freedom-world/freedom-world-2018
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e invest in a Fund compliant with Article 8 of the SFDR;

o seeking capital appreciation by investing in equity securities
(concentrated in equities of US issuers);

o seeking a growth investment in sectors showing above-
average growth or growth potential as compared with the
overall economy;

. . . . VTS ;
and

o invest-planning-to-held-theirinvestments for the medium to

long term.

Templeton Asian Bond
Fund

Investment Policy

The following language shall be incorporated in the investment policy
of the Fund:

For sovereign issuers, the Fund employs a proprietary
Environmental, Social and Governance (ESG) rating methodology to
assess each country that issues sovereign bonds that are existing or
potential investments for the Fund. The Investment Manager’s
methodology captures not only a country’s current ESG score based
on a variety of sub-categories but more importantly, any expected
improvement or deterioration in the country’s ESG practices. The
Investment Manager believes that this two-pronged test best

represents the investment worthiness of a country and also promotes

ESG by investing in countries that are expected to improve from an

ESG perspective.

The ESG methodology is applied to 100% of the sovereign debt

holdings in the Fund’s portfolio and is binding for the portfolio

construction. As an initial step in its methodology, the Investment

Manager scores each country that issues sovereign debt that may be

potential investments for the Fund on a scale of 0—100 (100 being the

highest) in various ESG subcategories that the Investment Manager

has determined to have significant impact on macroeconomic

conditions.

\Within the ESG subcateqgories, the methodology leverages baseline

rankings from a set of recognized global indexes providers. The

Investment Manager’s team will then use internal proprietary

research as a forward-looking overlay on those baseline current

scores, to assess whether the Investment Manager expects countries

to improve or deteriorate in each of the subcategories.

Projected scores in anticipation of how conditions will change in the

medium term are emphasized as part of the research process.

Preference is given to countries with higher ESG ratings or projected

neutral to improving ESG ratings.

For corporate issuers, the Fund utilises ESG ratings according to

external providers (MSCI) and restates those ratings to correspond to

a scale of 0—100 (100 being the highest). The ESG methodology is
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applied to 100% of the corporate debt holdings in the Fund’s
portfolio and is binding for the portfolio construction.

The weighted average base ESG score of the sovereign and corporate
issuers in the Fund’s portfolio is higher than the average base ESG
score of the Fund’s respective investment universe.

The Investment Manager monitors countries and corporate issuers
that (i) are below the minimum ESG threshold (the lowest 20% of
ESG rated countries and the lowest 20% of ESG rated corporate
issuers, respectively) and (ii) in the case of sovereign issuers, present
meaningful projected deteriorating scores, with a view to evaluate
the potential divestment of sovereign bonds issued by countries that
demonstrate no improvement over time. When the disposition of an
existing position is not feasible due to legal or regulatory restrictions
or_exceptional market circumstances the investment team shall aim
to reduce the position as soon as reasonably practicable or legally
permissible, as the case may be. Countries or corporate issuers that
are subject to international economic sanctions, including sanctions
imposed by the United Nations, the European Union or the United
States Office of Foreign Assets Control are excluded from the Fund’s
investment universe.

The countries and corporate issuers in the Fund’s investment
universe, the ESG subcategories, weightings for environment, social
and governance, and the global reference indices used for scoring are
reviewed at least bi-annually and may change over time.

be-deviatedfrom-tnr-theportfolio-construction—For the avoidance of
doubt, the Fund is not classified as a-green-er-an ESG fund, pursuant
to the “Circular to management companies of SFC-authorized unit
trusts and mutual funds - Greer-oESG funds” issued by the SFC on

29 June 20213+-AprH-2019.

Investor’s Profile

The “Investor’s Profile” of the Fund shall be updated as follows:

Considering the investment objectives, as stated above, the Fund
may appeal to Investors looking to:

17
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Iis suitablo for i ;
invest in a Fund compliant with Article 8 of the SFDR;

o seeking total investment return consisting of interest income,
capital appreciation and currency gains by investing
primarily in debt securities of issuers located throughout
Asia; and

o invest planning-to-hold-theirinvestments-for the medium to

long term.

Templeton Emerging
Markets Bond Fund

Investment Policy

The following language shall be incorporated in the investment policy
of the Fund:

For sovereign issuers, the Fund employs a proprietary
Environmental, Social and Governance (ESG) rating methodology to
assess each country that issues sovereign bonds that are existing or
potential investments for the Fund. The Investment Manager’s
methodology captures not only a country’s current ESG score based
on a variety of sub-categories but more importantly, any expected
improvement or deterioration in the country’s ESG practices. The
Investment Manager believes that this two-pronged test best
represents the investment worthiness of a country and also promotes
ESG by investing in countries that are expected to improve from an
ESG perspective.

The ESG methodology is applied to 100% of the sovereign debt
holdings in the Fund’s portfolio and is binding for the portfolio
construction. As an initial step in its methodology, the Investment
Manager scores each country that issues sovereign debt that may be
potential investments for the Fund on a scale of 0-100 (100 being the
highest) in various ESG subcategories that the Investment Manager
has determined to have significant impact on macroeconomic
conditions.

\Within the ESG subcategories, the methodology leverages baseline
rankings from a set of recognized global indexes providers. The
Investment Manager’s team will then use internal proprietary
research as a forward-looking overlay on those baseline current
scores, to assess whether the Investment Manager expects countries
to improve or deteriorate in each of the subcategories.

Projected scores in anticipation of how conditions will change in the
medium _term are emphasized as part of the research process.
Preference is given to countries with higher ESG ratings or projected
neutral to improving ESG ratings.

For corporate issuers, the Fund utilises ESG ratings according to
external providers (MSCI) and restates those ratings to correspond to
a scale of 0-100 (100 being the highest). The ESG methodology is
applied to 100% of the corporate debt holdings in the Fund’s
portfolio and is binding for the portfolio construction.
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The weighted average base ESG score of the sovereign and corporate
issuers in the Fund’s portfolio is higher than the average base ESG
score of the Fund’s respective investment universe.

The Investment Manager monitors countries and corporate issuers
that (i) are below the minimum ESG threshold (the lowest 20% of
ESG rated countries and the lowest 20% of ESG rated corporate
issuers, respectively) and (ii) in the case of sovereign issuers, present
meaningful projected deteriorating scores, with a view to evaluate the
potential divestment of sovereign bonds issued by countries that
demonstrate no improvement over time. When the disposition of an
existing position is not feasible due to legal or requlatory restrictions
or exceptional market circumstances the investment team shall aim to
reduce the position as soon as reasonably practicable or legally
permissible, as the case may be. Countries or corporate issuers that
are subject to international economic sanctions, including sanctions
imposed by the United Nations, the European Union or the United
States Office of Foreign Assets Control are excluded from the Fund’s
investment universe.

The countries and corporate issuers in the Fund’s investment
universe, the ESG subcategories, weightings for environment, social
and governance, and the global reference indices used for scoring are
reviewed at least bi-annually and may change over time.

be-deviated-from-in-the-portfolio-construction—For the avoidance of
doubt, the Fund is not classified as a-green-er-an ESG fund, pursuant

to the “Circular to management companies of SFC-authorized unit
trusts and mutual funds - Greer-6+ESG funds” issued by the SFC on

29 June 202113-April-2019.

Investor’s Profile

The “Investor’s Profile” of the Fund shall be updated as follows:

Considering the investment objectives, as stated above, the Fund

may appeal to Investors looking to:
i< cuitable for i :

e invest in a Fund compliant with Article 8 of the SFDR;
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o seeking potentially above-average levels of income, and
capital appreciation and currency gains by investing in
emerging market fixed income securities; and

o investplanning-to-heldtheir—investments for the medium to
long term.
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