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In focus: Navigating the post-“Liberation Day” uncertainties

Amid persistent US tariff uncertainty and potential earnings growth slowdown, Templeton Global Equity Group (TGEG) aims to stay
selectively invested with a prudent approach that focuses on geographical diversification and sectors less vulnerable to tariffs.

Harnessing the opportunities in the European and Japanese markets is part of our priority in the current climate. In stock selection terms,
we prefer companies with stronger domestic revenue exposure and lower vulnerability to cross-border supply chain disruptions, among
other ideas. As always, valuation discipline and bottom-up fundamental research will continue to anchor our decision-making process.

We are staying invested in the United States, but diversification matters

Following US President Donald Trump’s “Liberation Day” tariff announcement on April 2, global equities experienced a level of market
volatility unseen since the COVID-19 pandemic. We reiterate our view that the US trade policy outlook remains highly unpredictable. The
risk of aggressive US tariffs and the resulting economic challenges should not be disregarded at this point, despite the occasional softening
of Trump’s stance. Reflecting the same concerns, the International Monetary Fund recently cut its 2025 global economic growth forecast
from 3.3% to 2.8%. Corporate earnings are still expected to grow in 2025, and the current consensus estimates put US earnings growth in
2025 at 10% and Europe at 4.2%.2 However, earnings growth forecasts have also seen negative revisions of 3.1% for the MSCI USA
Index and 2.5% for the MSCI Eurozone Index.3

As a bottom-up, long-term investor, TGEG is cautious but not Exhibit 1: IBES Consensus EPS Forecasts P p—

pessimistic. The current environment presents both challenges and

N ] o The United States 10.0 14.2
opportunities. We believe the key to navigating these choppy
waters is strict valuation discipline, in-depth fundamental research EliepS 42 R
and diligent risk/reward adjustments. That is particularly the case Japan 9.9 79
for the US market, where elevated valuations and potentially rising Global 9.0 13.0
recessionary risk call for a selective approach. Japan refers to the period from March in the year stated. Sources: IBES, MSCI, Datastream.

As of COB April 23, 2025.

The US market is a key component to many TGEG portfolios, and we aim to stay invested. However, we will carefully manage our
exposure to companies that may be vulnerable to retaliatory tariffs. These may include US companies heavily reliant on China for both
production and revenue. They will likely bear the brunt as China counters US tariffs with aggressive levies on US products. Discretionary
items already facing fierce competition from local brands, such as smartphones, sports apparels or automobiles, will likely suffer. We are
more positive on service-oriented US companies that can sustain domestic or overseas growth on lower supply chain risks. On this front,
our search for the next “winners” in the artificial intelligence (Al) field continues, particularly among software companies that remain under
or reasonably priced relative to the technology big-capitalization names that had led the Al rally in 2024.

Meanwhile, we will further explore the United Kingdom and the eurozone for portfolio diversification, seeking to take advantage of valuation
gaps versus the US market. European equities have largely outperformed so far this year, but the MSCI Europe Index still maintains a
significant discount to the MSCI USA Index, based on their one-year forward price-earnings ratios (see Exhibit 2 on next page). We
maintain our view that earnings expectations have been largely reset in Europe and the market faces limited resistance to a cyclical
rebound, even as US tariff risks loom. Domestic drivers should provide additional support, as regional governments potentially accelerate
fiscal policy reforms and boost defense spending. We believe these trends could catalyze opportunities across a range of industries,
including industrials and infrastructure construction, as well as aerospace and defense, which is one of our high-conviction themes at this
point.
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In Asia, the Japanese market is also trading at a discount versus its developed market peers, while a potential for structural return on
equity (ROE) improvement beckons. This is another market with compelling diversification opportunities, and we like companies that can
benefit from corporate governance reforms, as well as the growth tailwinds from economic and monetary policy normalization in Japan.
However, we are focusing more on domestic-facing companies with less exposure to foreign-currency revenue.

Exhibit 2: US Valuations Remain Elevated vs. Europe and Japan
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On a one-year rolling relative basis. Source: Bloomberg. As of 30 April 2025. The MSCI Europe Index captures large and mid-cap representation across 15 developed markets countries in
Europe. The MSCI Japan Index is designed to measure the performance of the large and mid-cap segments of the Japanese market. Indexes are unmanaged and one cannot directly invest in
them. They do not include fees, expenses or sales charges. Past performance is not an indicator of future results.

Sector considerations and bottom-up discipline

Regardless of the geography, our selective approach necessitates a more cautious view on consumer discretionary companies,
especially providers of durables such as automobiles, electronics and luxury goods. With economic uncertainties mounting and tariffs
pushing up prices, these products may be vulnerable to weak consumer sentiment and reduced demand. Similarly, companies in the
materials and energy sectors may be pressured by macro concerns and weaker demand if recessionary or stagflationary fears persist.
We still see bottom-up opportunities to add or hold some of these companies that we believe are mispriced relative to their
fundamentals, but these investments will be carried out carefully, if at all.

In contrast, sectors and companies with stronger domestic revenue exposure or defensive growth qualities look more compelling. For
instance, we think the utilities sector should stay relatively resilient against the current headwinds, as it typically generates revenue on
sticky local demand and stable prices. Among the defensives, health care remains an area of interest for TGEG, but we will be careful
with how we allocate our capital along the value chain. Pharmaceuticals may face increased policy headwinds in the United States
going forward as the Trump administration potentially dials up the pressure on the industry to shift production back to domestic shores.
Health care services companies instead look more attractive to us, particularly those with a strong domestic profile. For instance, one of
our preferred health care companies is a US health insurance leader that is well positioned for the structural growth in the managed
care market; strong policy tailwinds—with the US government recently raising its 2026 reimbursement rate for Medicare Advantage
health plans—adds to the investment case.

Ultimately, thorough assessment of valuations relative to bottom-up fundamentals underpins these geographic and sector
considerations. While Trump 2.0 has proven challenging for investors, we are confident in our ability to understand the intrinsic worth of
a company and capture it at favorable prices. We believe this disciplined approach should continue to guide us to the kind of resilient
companies that can sustain value generation as economic and policy conditions evolve.

2 Global Equity Pulse | May 2025



Investment outlook

Investor sentiment toward the Trump presidency has turned increasingly skeptical due to its unpredictable nature, a trend that is likely to
continue weighing on US equities in the coming quarters. While the US market may still perform well, its major outperformance over the
rest of the world could be over. We see mispricing opportunities to revisit some technology stocks following corrections but remain cautious
on US businesses reliant on cross-border trade and complex global supply chains. In Asia, various forecasters anticipate economic and
earnings growth to slow, but our bottom-up approach should help us identify resilient companies for portfolio enhancement. That entails
maintaining our “Domestic China—Global China” positioning in markets in mainland China and Hong Kong, given the tariff overhang. We
are more optimistic about Europe’s economic outlook and growth drivers. Sectors such as industrials and materials may benefit from the
potential cyclical recovery. Small and mid-cap companies continue to look attractive against this backdrop.

North America

The investment environment has changed dramatically over the past few months. Developments since the start of the year lead us to
believe that it is reasonably likely that the extraordinary outperformance of US stocks versus the rest of the world since the global financial
crisis could be over. This does not mean US stocks won'’t perform well going forward, but it suggests that other regions’ equity markets
may begin to match or even exceed US stock returns.

Investor sentiment toward the Trump presidency has turned increasingly skeptical due to its unpredictable nature, a trend that is likely to
continue weighing on US equities in the coming quarters. This will likely provide opportunities at the stock level, which we will look to take
advantage of. For instance, the year-to-date technology stock correction may yield attractive entry points to revisit some IT sector ideas
that were previously too expensive for our valuation criteria. We prefer to avoid businesses reliant on cross-border trade, particularly in a
deeper recession scenario. Risk seems highest in the consumer discretionary (apparel, autos, electronic goods) and industrials (complex
global supply chains) sectors. We also remain cautious on the Magnificent Seven* as “easy retaliation targets” with high percentages of ex-
US sales. Lastly, materials could suffer due to recessionary demand destruction. Utilities, with high domestic revenue and minimal
recession impact, could fare better.

We believe the rest of 2025 will likely present a challenging but opportunity-rich environment. Policy uncertainty seems unlikely to slow
down, as potential retaliation and negotiations continue. In the United States as elsewhere, we remain focused on companies that can
continue to deliver earnings growth in a volatile environment even when investment decisions are being postponed or delayed. The core of
our investment process relies on performing thorough fundamental stock research, taking a long-term view, and focusing strongly on
valuation. We believe this approach should hold us in good stead as we navigate the continued equity market volatility.

Asia

Asian equities saw some recovery in the second half of April, indicating market hopes around potential softening of Trump'’s tariff threats
and US-China trade tensions. Amid the ebb and flow of market narratives and sentiment, we maintain our view that the policy and
economic outlook remains highly unpredictable. An economic slowdown is still widely expected, with the International Monetary Fund
projecting growth in emerging and developing Asia to moderate to 4.5% in 2025 from 5.3% in 2024; China’s 2025 growth may also weaken
to 4%, down from 5% in 2024.5 In tandem, consensus earnings forecasts are being downgraded. The MSCI AC Asia Pacific ex-Japan
Index may see earnings growth of 10% in 2025, versus 21% in 2024, while earnings growth in Japan may slow from 4% to 2%.5

Attention to how companies are priced relative to their fundamentals is highly critical in this opaque market environment. We continue to
approach Asian equity investing with bottom-up stock selection and valuation discipline. This should consistently lead us to companies that
are undervalued relative to their earnings power, balance sheet strength, shareholder returns, and structural growth drivers, among other
criteria, allowing us to enhance portfolio resilience against the market headwinds. As mentioned, in Japan, this entails staying invested in
domestic-facing companies that are less exposed to foreign revenue and currency risks. We are more selective with foreign income
earners, focusing only on beneficiaries of structurally growing end-markets, such as aerospace, defense and semiconductors.

Our allocations in mainland China and Hong Kong will continue to aim for a “Domestic China—Global China” positioning. We think this
balanced approach continues to make sense, as it should gear us toward domestic companies that have “self-help” growth characteristics
and less reliance on external policy environment, without missing out on companies with greater international presence that may have
become mispriced due to tariff-induced market dislocations.

The same prudence applies as we explore the rest of Asia Pacific for diversification opportunities. From South Korea, Taiwan, Southeast
Asia, Australia to India, our bottom-up research has uncovered a range of ideas that may add quality, growth and income exposure to
TGEG portfolios at favorable prices. Some of these markets have seen their forward price-earnings valuations fall to near or even below their
20-year ranges. If market volatility persists, we stand ready to invest in individual companies that are oversold relative to their intrinsic worth.
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Europe

Ongoing volatility is keeping investors focused on short-term challenges and US policy implications. Meanwhile, stubbornly high interest
rates and falling energy prices remained significant in recent months. Most notably, the US presidential election has reversed policy
tailwinds as the US administration has taken an aggressive approach to international trade, having knock-on effects worldwide.

We are optimistic about recent European stimulus efforts that appear to have positive implications across a range of sectors. We
continue to believe that a strong case exists for improved regional economic growth which should translate into opportunities for
European equities more broadly. Although weaker growth has cast a long shadow over European equity performance relative to US
peers in recent years, we are now seeing a reversal in these trends as leading economic indicators for Europe improve and appear to
be declining for the United States. This would suggest to us that this is not a short-term bump but a real medium-term opportunity. We
see a variety of companies that can benefit from this investment, with domestically focused businesses particularly well positioned to
benefit over time.

As fiscal policies potentially turn accommodative and growth recovery firms up in Europe, what investors traditionally think of as “old
economy” industries stand to fare better, in our view. These may include suppliers of raw materials, engineering and construction
businesses, staffing companies, or industrials that provide equipment and power, among others. Many of these sectors or companies
feed into the rising expectations for defense spending as well. At the same time, we continue to see opportunities among the small and
mid-cap companies in Europe. These companies have largely struggled since the peak of 2021. Many of them are high-quality proxies
to the structural growth themes unfolding in Europe now, and we are keen to selectively add them to our portfolios where valuations
prove compelling in our assessment.

Market review: April 2025

Global financial markets gained but experienced significant volatility in April. As measured by MSCI indexes in US-dollar terms, developed
market equities underperformed emerging market equities. In terms of investment style, global growth stocks substantially outperformed
global value stocks.

Investor anxiety about the impact of US trade policy weighed on stocks, bonds and currencies. The month started with US President
Donald Trump’s announcement of “reciprocal” tariffs that were more sweeping and severe than many had expected, driving stocks
substantially lower. However, stocks recouped most of their losses after Trump announced a 90-day pause on the implementation of such
tariffs on imported goods from most countries and removed tariffs on certain electronic products. US-China trade tensions eased somewhat
after the US administration adopted a softer tone, further supporting stocks. On the economic front, early reports for April indicated that
tariff concerns weighed on manufacturing activity across many regions, while services activity continued to grow in several regions.

Endnotes

1. Source: IMF World Economic Outlook. As of April 2025. There is no assurance that any estimate, forecast or projection will be realized.
2. Source: IBES. As of April 23, 2025. There is no assurance that any estimate, forecast or projection will be realized.

3. Sources: IBES, J.P.Morgan Global Markets Strategy. April 28, 2025. There is no assurance that any estimate, forecast or projection will be realized. The MSCI USA Index is
designed to measure the performance of the large and mid-cap segments of the US market. The MSCI Eurozone Index captures large-cap representation across the 10 developed
markets countries in the EMU. Indexes are unmanaged and one cannot directly invest in them. They do not include fees, expenses or sales charges. Past performance is not an
indicator of future results.

4. The Magnificent Seven stocks are Alphabet, Amazon, Apple, Meta Platforms, Microsoft, NVIDIA and Tesla.
5. Source: “World Economic Outlook”, IMF. As of April 2025. There is no assurance that any estimate, forecast or projection will be realized.

6.  Source: FactSet, IBES, Goldman Sachs Global Investment Research. As of May 3, 2025. The MSCI AC Asia Pacific ex Japan Index captures large and mid-cap representation
across 4 of 5 developed markets countries (excluding Japan) and 9 emerging markets countries in the Asia Pacific region. Indexes are unmanaged and one cannot directly invest in
them. They do not include fees, expenses or sales charges. Past performance is not an indicator of future results.
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WHAT ARE THE RISKS?
All investments involve risks, including possible loss of principal.

Equity securities are subject to price fluctuation and possible loss of principal. Small- and mid-cap stocks involve greater risks and volatility than large-
cap stocks. There can be no assurance that multi-factor stock selection process will enhance performance. Exposure to such investment factors may
detract from performance in some market environments, perhaps for extended periods.

Active management does not ensure gains or protect against market declines.

International investments are subject to special risks, including currency fluctuations and social, economic and political uncertainties, which could
increase volatility. These risks are magnified in emerging markets. Investments in companies in a specific country or region may experience greater
volatility than those that are more broadly diversified geographically. The government’s participation in the economy is still high and, therefore,
investments in China will be subject to larger regulatory risk levels compared to many other countries. There are special risks associated with
investments in China, Hong Kong and Taiwan, including less liquidity, expropriation, confiscatory taxation, international trade tensions, nationalization,
and exchange control regulations and rapid inflation, all of which can negatively impact the fund. Investments in Taiwan could be adversely affected by
its political and economic relationship with China.

Investments in fast-growing industries like the technology sector (which historically has been volatile) could result in increased price fluctuation,
especially over the short term, due to the rapid pace of product change and development and changes in government regulation of companies
emphasizing scientific or technological advancement or regulatory approval for new drugs and medical instruments.

Diversification does not guarantee a profit or protect against a loss.

Any companies and/or case studies referenced herein are used solely for illustrative purposes; any investment may or may not be currently held by any
portfolio advised by Franklin Templeton. The information provided is not a recommendation or individual investment advice for any particular security,
strategy, or investment product and is not an indication of the trading intent of any Franklin Templeton managed portfolio.
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IMPORTANT LEGAL INFORMATION

This material is intended to be of general interest only and should not be construed as individual investment advice or a recommendation or solicitation
to buy, sell or hold any security or to adopt any investment strategy. It does not constitute legal or tax advice. This material may not be reproduced,
distributed or published without prior written permission from Franklin Templeton.

The views expressed are those of the investment manager and the comments, opinions and analyses are rendered as at publication date and may
change without notice. The underlying assumptions and these views are subject to change based on market and other conditions and may differ from
other portfolio managers or of the firm as a whole. The information provided in this material is not intended as a complete analysis of every material fact
regarding any country, region or market. There is no assurance that any prediction, projection or forecast on the economy, stock market, bond market
or the economic trends of the markets will be realized. 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. Past performance is not necessarily indicative nor a guarantee of future performance. All
investments involve risks, including possible loss of principal.

Any research and analysis contained in this material has been procured by Franklin Templeton for its own purposes and may be acted upon in that
connection and, as such, is provided to you incidentally. Data from third party sources may have been used in the preparation of this material and
Franklin Templeton ("FT") has not independently verified, validated or audited such data. Although information has been obtained from sources that
Franklin Templeton believes to be reliable, no guarantee can be given as to its accuracy and such information may be incomplete or condensed and
may be subject to change at any time without notice. The mention of any individual securities should neither constitute nor be construed as a
recommendation to purchase, hold or sell any securities, and the information provided regarding such individual securities (if any) is not a sufficient
basis upon which to make an investment decision. FT accepts no liability whatsoever for any loss arising from use of this information and reliance upon
the comments, opinions and analyses in the material is at the sole discretion of the user.

Products, services and information may not be available in all jurisdictions and are offered outside the U.S. by other FT affiliates and/or their distributors
as local laws and regulation permits. Please consult your own financial professional or Franklin Templeton institutional contact for further information on
availability of products and services in your jurisdiction.

Brazil: Issued by Franklin Templeton Investimentos (Brasil) Ltda., authorized to render investment management services by CVM per Declaratory Act n. 6.534, issued on October 1,
2001. Canada: Issued by Franklin Templeton Investments Corp., 200 King Street West, Suite 1500 Toronto, ON, M5H3T4, Fax: (416) 364-1163, (800) 387-0830,
www.franklintempleton.ca. Offshore Americas: In the US, this publication is made available by Franklin Templeton, One Franklin Parkway, San Mateo, California 94403-1906. Tel: (800)
239-3894 (USA Toll-Free), (877) 389-0076 (Canada Toll-Free), and Fax: (727) 299-8736. US: Franklin Templeton, One Franklin Parkway, San Mateo, California 94403-1906, (800) DIAL
BEN/342-5236, franklintempleton.com. Investments are not FDIC insured; may lose value; and are not bank guaranteed.

Issued in Europe by: Franklin Templeton International Services S.a r.l. — Supervised by the Commission de Surveillance du Secteur Financier — 8A, rue Albert Borschette, L-1246
Luxembourg — Tel: +352-46 66 67-1, Fax: +352-46 66 76. Poland: Issued by Templeton Asset Management (Poland) TFI S.A.; Rondo ONZ 1; 00-124 Warsaw. Saudi Arabia: Franklin
Templeton Financial Company, Unit 209, Rubeen Plaza, Northern Ring Rd, Hittin District 13512, Riyadh, Saudi Arabia. Regulated by CMA. License no. 23265-22. Tel: +966-112542570.
All investments entail risks including loss of principal investment amount. South Africa: Issued by Franklin Templeton Investments SA (PTY) Ltd, which is an authorized Financial
Services Provider. Tel: +27 (21) 831 7400, Fax: +27 (21) 831 7422. Switzerland: Issued by Franklin Templeton Switzerland Ltd, Stockerstrasse 38, CH-8002 Zurich. United Arab
Emirates: Issued by Franklin Templeton Investments (ME) Limited, authorized and regulated by the Dubai Financial Services Authority. Dubai office: Franklin Templeton, The Gate, East
Wing, Level 2, Dubai International Financial Centre, P.O. Box 506613, Dubai, U.A.E. Tel: +9714-4284100, Fax: +9714-4284140. UK: Issued by Franklin Templeton Investment
Management Limited (FTIML), registered office: Cannon Place, 78 Cannon Street, London EC4N 6HL. Tel: +44 (0)20 7073 8500. Authorized and regulated in the United Kingdom by the
Financial Conduct Authority.

Australia: Issued by Franklin Templeton Australia Limited (ABN 76 004 835 849) (Australian Financial Services License Holder No. 240827), Level 47, 120 Collins Street, Melbourne,
Victoria 3000. Hong Kong: Issued by Franklin Templeton Investments (Asia) Limited, 62/F, Two IFC, 8 Finance Street, Central, Hong Kong. Japan: Issued by Franklin Templeton
Investments Japan Limited. Korea: Franklin Templeton Investment Advisors Korea Co., Ltd., 3rd fl., CCMM Building, 101 Yeouigongwon-ro, Yeongdeungpo-gu, Seoul, Korea 07241.
Malaysia: Issued by Franklin Templeton Asset Management (Malaysia) Sdn. Bhd. & Franklin Templeton GSC Asset Management Sdn. Bhd. This document has not been reviewed by
Securities Commission Malaysia. Singapore: Issued by Templeton Asset Management Ltd. Registration No. (UEN) 199205211E, 7 Temasek Boulevard, #38-03 Suntec Tower One,
038987, Singapore.

Please visit www.franklinresources.com to be directed to your local Franklin Templeton website.

The views and opinions expressed are not necessarily those of the broker/dealer; or any affiliates. Nothing discussed or suggested should be construed as permission to supersede or
circumvent any broker/dealer policies, procedures, rules, and guidelines.
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