April 16, 2020

Franklin U.S. Opportunities Webinar Takeaways
Valuations and Outlook for U.S. Equities
Signs of a recovery from the COVID-19 disruption are appearing in some
countries, including China, which other nations are watching. In this webinar,
Franklin Equity Group portfolio manager Grant Bowers took a long view of U.S.
equities amid all the uncertainty and volatility. Here are some key takeaways.
From weakness to healing
The U.S. economy is likely to remain impacted by COVID-19 driven weakness for several quarters
but should begin to show improvement in the fourth quarter, accelerating into 2021. While it’s
expected that the U.S. will slip into a recession, Grant Bowers said this severe downturn should be
temporary, especially if progress is made on developing a medical treatment for the coronavirus—
"a health care crisis needs a health care solution”. When that occurs, there could be a fairly rapid
“healing of the economy” and a rebound of pent-up consumer demand when pandemic restrictions
are loosened. For example, job losses in construction could be restored quickly as projects resume.
U.S. equities may not seem broadly cheap to some investors now, but there are “pockets of
opportunity” for selective investors who can see through the near-term uncertainty and realize that
quality, long-term companies are available at attractive prices.

U.S. equity valuations
U.S. equity valuations were discounting a long-term economic downturn at the market bottom last
month, but decisive actions by the Federal Reserve to inject unprecedented liquidity into the
economy have changed that perspective. It will take time to see the impact of the monetary and
fiscal stimulus, but we believe these actions will be effective to bridge the downturn for many
businesses and consumers. Markets going forward will likely be based on the pace of the recovery
and the outlook for 2021, not on this quarter’s earnings. Uncertainly about the timing of an earnings
recovery means it’s too early, in our view, to say if the U.S. equity market is cheap or expensive,
but we continue to find opportunities across industries.

Drivers during volatility
The downturn is accelerating major themes in digital transformation as businesses and workers
adjust to new ways of providing goods and services. The Technology sector has benefitted in this
environment, especially stocks related to cloud computing, remote access services, digital
payments and online security. Franklin U.S. Opportunities Fund has an overweight position in
software stocks that have been standout performers because they support digital transformation.
The pandemic also highlighted the powerful combination of Technology and Health Care in areas
like gene sequencing and data analytics, which will benefit pharmaceutical and biotech firms in the

future. The Fund recently deployed cash reserves to add Technology and Health Care positions.

Positioned for opportunities in trend acceleration
The impact of the “stay at home” response to the pandemic will likely accelerate the adoption of
broader digital transformation themes that we’ve identified. Grant likes the wireless tower space as
part of the shift to 5G and the increased focus on data usage and mobility. The Fund holds SBA
Communications Corporation, which owns wireless tower infrastructure in the U.S. and
internationally. Another holding, ServiceNow, provides software for back-office business processes,
which are proving essential for workers at home during the crisis. Microsoft is another holding that
is well positioned because of its software systems and a growing business in cloud services. The
Fund has a significant exposure to semiconductors through companies such as Nvidia and Analog
Devices, which should benefit from investments in data centers after the crisis.

Outlook for U.S. equity market
The recovery of the U.S. equity market will be informed and shaped by factors such as:
•

A COVID-19 health care solution: The pace and extent of a global recovery will be
contingent on scientific progress on a COVID-19 vaccine and/or treatment. Progress on the
health care response to the pandemic will have a big impact on the length and severity of
the downturn, and an upside influence on the recovery.

•

Asia’s rebound: The recovery is starting in China, where more people are working and
resuming regular consumer spending habits. Franklin Templeton’s research teams in Asia
are providing local insights as the recovery evolves. Leveraging this research is helping the
Franklin U.S. Opportunities team understand the pace of the recovery and potential areas
for investment.

In the meantime, the Franklin U.S. Opportunities team remains focused on identifying opportunities in
growth themes such as digital transformation, fintech, cloud computing and health care. These will be
major parts of the portfolio going forward.

Franklin Equity Group Product Solutions
Franklin Equity Group is based in Silicon Valley and has a proven track record of identifying strong,
innovative companies in rapidly evolving areas such as cloud computing, e-commerce and digital
payments and health care. These are long-term themes that the team believed in prior to the crisis
and the pandemic has only reinforced their importance going forward.
The team’s expertise is borne out by the stellar performance of Franklin U.S. Opportunities Fund.
Even factoring in the downturn, the fund delivered top decile year-to-date returns in the crowded U.S.
equity category (see table). The team believes that its focus on owning high-quality companies in
these transformative areas has positioned the fund well for the inevitable economic recovery.

Annualized Returns (%) and Rankings
As of March 31, 2020 (Series F, Net of Fees)
YTD1

1 Year1

3 Years

5 Years

10 Years

Since
Inception2

Franklin U.S. Opportunities Fund

-5.03

3.17

11.72

8.93

12.63

3.54

U.S Equity Category Average

-15.47

-6.65

4.01

5.64

10.95

3.00

7th

9th

11th

16th

25th

N/A

1st

1st

1st

1st

1st

N/A

Percentile
Quartile

Rankings3

Rankings3

Sources: Franklin Templeton and Morningstar Research Inc.
1. Cumulative.
2. Fund Inception is November 24, 2000 (repositioned with a new investment team in 2016)
3. Franklin U.S. Opportunities Fund is ranked within the Morningstar U.S. Equity Category Average.
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please read the
prospectus or fund facts document before investing. The indicated rates of return are historical annual compounded total returns including
changes in unit value and reinvestment of all distributions and do not take into account sales, redemption, distribution or optional charges
or income taxes payable by any securityholder that would have reduced returns. Mutual funds are not guaranteed, their values change
frequently, and past performance may not be repeated.
Series F is available to investors participating in programs that do not require Franklin Templeton to incur distribution costs in the form of
trailing commissions to dealers. As a consequence, the management fee on Series F is lower than on Series A.
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. Please
read the prospectus or fund facts document before investing. The indicated rates of return are historical annual compounded total
returns including changes in unit value and reinvestment of all distributions and do not take into account sales, redemption,
distribution or optional charges or income taxes payable by any securityholder that would have reduced returns. Mutual funds are not
guaranteed, their values change frequently, and past performance may not be repeated.
Morningstar quartile rankings show how well a fund has performed compared to all other funds in its peer group. Each fund within a
peer group is ranked based on its performance, and these rankings are broken into quarters or quartiles. Within a group, the top 25%
(or quarter) of the funds are in the first quartile, the next 25% are in the second quartile, the next group in the third quartile, and the
bottom 25% of funds with the poorest relative performance are in the fourth quartile. The point in which half the funds had better
performance and half had worse performance is the median. If 100 funds are being compared, there would be four quartiles of twentyfive funds each. The median would be the fiftieth fund. For more details on the calculation of Morningstar star ratings or quartile
rankings please, see www.morningstar.ca.
© 2020 Morningstar Inc. All Rights Reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content
providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its
content providers are responsible for any damages or losses arising from any use of this information. Past performance is no
guarantee of future results.

The information is not a complete analysis of every aspect of any market, country, industry, security or
portfolio. Statements of fact are from sources considered to be reliable, but no representation or warranty is
made as to their completeness or accuracy. Because market and economic conditions are subject to rapid
change, opinions provided are valid only as of the date indicated. The views expressed may not be relied
upon as investment advice and are not share class specific.

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.
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 information provided in this material is not intended as a complete
analysis of every material fact regarding any country, region or market.
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. 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.

All investments involve risks, including the possible loss of principal. Investments in foreign securities involve special risks
including currency fluctuations, economic instability and political developments. Investments in emerging markets, of which
frontier markets are a subset, involve heightened risks related to the same factors, in addition to those associated with
these markets’ smaller size, lesser liquidity and lack of established legal, political, business and social frameworks to
support securities markets. Because these frameworks are typically even less developed in frontier markets, as well as
various factors including the increased potential for extreme price volatility, illiquidity, trade barriers and exchange controls,
the risks associated with emerging markets are magnified in frontier markets. Equity and Fixed Income prices fluctuate,
sometimes rapidly and dramatically, due to factors affecting individual companies, particular industries or sectors, or
general market conditions.
Franklin Equity Group is part of Franklin Templeton Investments Corp.
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