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Major themes driving our views 
• Ongoing headwinds to global growth 

The coronavirus pushed the global economy into a deep 
recession, though a rebound appears to be in place. 
Expectations are for a sharp rebound to continue, but risks 
to the recovery are tilted to the downside due to the  
second-wave infection threat. Politics continues to present 
an ongoing headwind for business investment intentions.

• Subdued inflation across economies 
We believe that changes in inflation are driven mainly by 
demand, but expectations of future inflation that are  
near to historical lows. While it is premature to call an end 
to globalized production, its influence might moderate as a 
result of onshoring.

• Dovish bias to policy 
In responding to the ongoing COVID-19 crisis, policymakers 
remain accommodative and seem willing to do whatever  
it takes. The transition from crisis measures to supporting 
the recovery has kept liquidity flowing, while fiscal policy 
coordination remains key for markets.

Practical positioning
• Nimble management still required 

Stocks have strong return potential, and we believe they 
should earn their equity risk premium over time.  
Near-term risks moderate our enthusiasm, but we are 
prepared to take a more decisive stance, reflecting  
longer-term optimism. We continue to believe that navi-
gating the challenges presented in the months ahead  
will require nimble management.

• Bond valuations are exceptionally stretched 
In a multi-asset portfolio, we seek assets that provide the 
potential for diversification. Bonds traditionally fulfil  
that role. While we continue to hold a modestly cautious 
view of government bonds in developed markets, we have 
not moved to adopt a bearish stance. However, we have 
increased our conviction toward corporate bonds.

• Opportunities in alternative assets 
When looking for alternative assets that might offset  
 “risk-on” exposure to stocks and corporate credit, we are 
attracted to real assets. Inflation protected bonds are 
attractive to us as a potential portfolio diversifier, and we 
believe active management of this asset mix can enhance 
potential return.

In this issue

The themes we discuss at our Annual Investment Symposium guide our research process.  

Over a longer-term horizon, we believe global stocks have greater performance potential than 

global bonds, supported by sustained growth and moderate inflation. With government  

bond term premia remaining below historical averages, we see a lower performance potential 

from government bonds, which would drag down asset returns generally.

We recognize that our longer-term outlook will not be reached along a smooth path and that 

maintaining a diversified portfolio of risk premia, in addition to the traditional benefits  

of a balanced portfolio between stocks and bonds, is the most likely path toward stable  

potential returns.
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Thoughts for 2021 and beyond
Financial markets spent most of 2020 
wrestling with the balance between  
an unprecedented economic recession 
induced by the COVID-19 pandemic  
and the extraordinary stimulus measures 
that it prompted. The threat from the 
virus remains with us and may escalate 
in the weeks and months ahead. 
However, we have reached the point 
where this doesn’t seem to matter as 
much from an investments standpoint. 

We can see light at the end of the 
tunnel. A number of prominent vaccine 
candidates have posted exceptionally 
good results from late-stage trials,  
and we anticipate that others will also 
be able to move swiftly toward  
authorization. Assuming no safety 
issues derail these plans, it is likely that 
large numbers of the most vulnerable 
members of society will be able to 
receive vaccinations in the first half  
of 2021. We believe this will finally  
lift the dark cloud that has sat over the 
global economy during 2020.

Risk assets have responded to this 
change, with a number of equity indexes 
posting new all-time highs in late 
November. This is consistent with inves-
tors choosing to look through any 
near-term uncertainty—and we continue 
to believe that the immediate future 
remains more uncertain than normal—
toward a more constructive and 
potentially rewarding future. We share 
this relatively optimistic view. As a 
result, having reinstated our modestly 
higher conviction toward global equities 
over bonds last month, we now take this 
view a step further.

Longer-term drivers of growth
At our Annual Investment Symposium in 
October, we debated the longer-term 

themes that impact our analysis of the 
global economy. The Franklin Templeton 
Investment Solutions (FTIS) team 
engaged in collaborative dialogue with 
senior leaders and chief investment offi-
cers from across Franklin Templeton’s 
wide range of asset-class specialists.

This year, our focus was on how the 
COVID-19 recession has accelerated 
digital transformation and the dramatic 
opportunity that this change presents. 
We also debated how the rapid  
expansion of government debt, to “fill 
the hole” that would otherwise have 
appeared in consumer expenditure, will 
be financed. Our initial conclusions  
on this were more reassuring than we 
might have feared—debt servicing  
costs are manageable, and a period of 
austerity seems less probable. Debt 
levels are high as a percentage of GDP, 
but average coupons have been on  
a downward trend for long enough that 
the accumulated debt is quite cheap  
to finance, and servicing the debt 
issued this year is basically “free” for 
the eurozone and close to it for the 
United States and United Kingdom.

However, when we returned to the topic 
of geopolitics, a perennial concern, our 
conclusions were slightly more sobering. 
A great power struggle between China 
and the United States seems likely to 
persist, even if its worst impact may be 
confined to sectors that are key to 
national security. Similarly, the growth 
of environmental and social imperatives 
will challenge primacy of the profit 
motive for multinational corporations. 
An ability to engage constructively with 
this changing landscape will determine 
the winners among companies and 
countries in the years ahead.

The topics we discussed at the sympo-
sium are complex and overlapping,  

but help us understand the underlying 
dynamics that will drive macroeconomic 
outcomes over a longer investment 
horizon. We expect sustained global 
growth and moderate inflation over  
this long term. With ongoing coordi-
nated stimulus measures, the global 
economy is less likely to see extreme 
swings in output. We anticipate  
no more than a gradual, measured  
interest-rate tightening cycle in an  
environment where central banks are 
targeting average inflation.

Returning to the shorter term, where we 
still have concerns, we continue to 
expect consumer behavior to be 
impacted by a seasonal upsurge in 
COVID-19 cases. Where hospital 
capacity is threatened, an unwelcome 
return to local and regional lockdowns 
may still be necessary. The change  
in leadership style under President-elect 
Joe Biden may tilt the US response in 
that direction as well. We do not know 
how long these measures will remain  
in place or in how many countries. But 
it is also unclear to us how much  
the inevitable hit to national output, as 
measured by gross domestic product, 
will impact financial markets. With  
optimism over fiscal support and an 
eventual victory in the fight against the 
virus—bolstered by ample liquidity  
to sooth markets while we wait—equity 
investors may choose to look through 
any near-term hit to revenue.

This all contributes to an outlook that 
remains mixed in the near term, even as 
our optimism builds. Despite a clear 
step forward, the risks to recovery are 
still tilted to the downside. As a result, 
we retain a relatively cautious view, 
encapsulated in our theme that sees 
 “Ongoing Headwinds to Global Growth.”

Major themes driving our views
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Inflation expectations appear 
to have normalized
When we look out over a longer-term 
horizon, one of our stronger convictions 
is that inflation will not be a major 
concern. However, market participants 
are increasingly concerned that a 
rebound of inflation is a risk. It has 
started to show up in the movements of 
inflation-protected bonds. It is also 
evident in a rotation from more defen-
sive sectors of the market to areas that 
were badly hit by the broad lockdown 
seen earlier this year. Similarly, the level 
of longer-dated government bond yields 
has risen, relative to shorter-term bonds, 
broadly reflecting this optimism over an 
eventual reflation.

As we have noted previously, the 
market-based expectations for inflation, 
derived from the yields of nominal and 
real return bonds, do not always equate 
to the rational expectation for future 
inflation. These so-called breakeven 
inflation rates (where the prospective 
return on nominal and real return bonds 
are equal) incorporate a risk premium 
for future inflation uncertainty. However, 
we believe that it is this element, along 
with the relative liquidity premium that 
ebbs and flows with market sentiment, 
that has returned to more normal levels. 

The dislocation that was evident in 
March and April has faded from the 
market (see Exhibit 1). Breakevens have 
moved higher and are a cleaner  
reflection of the market’s anticipated 
path for inflation. But they should  
not be viewed as a sign of much higher 
inflation in the near term.

More broadly, we continue to believe 
changes in demand will be the main 
driver of inflation. We view recent  
rises in food-price inflation, especially in 
emerging economies, as transitory. 
Supply shocks may have lowered 
productive capacity, but the rise in labor 
market slack persists and will be  
much more powerful, in our view. This 
effect has been felt broadly, including  
in emerging markets, reinforcing  
our theme of “Subdued Inflation  
Across Economies.”

Policy support remains key  
for markets
We continue to focus on the need to 
provide ongoing fiscal support, even as 
the worst phase of the coronavirus 
recession has passed. During the period 
until a large portion of the population 
has actually been vaccinated, we expect 
to see a continued threat of shocks to 

the health care system and broad 
economy. We are slightly concerned that 
in both the United States and Europe, 
an element of complacency has set in.

As the transition to a new administration 
in the United States begins, the inability 
to agree on a near-term stimulus 
package persists. This may reflect, in 
part, the lack of closure in the Senate 
race, with runoff elections in the  
state of Georgia extending the period of 
campaign-driven policy formation. 
Similarly, the ending of Treasury-
financed US Federal Reserve (Fed) 
programs to backstop the credit markets 
appears premature. The response  
from markets has been exceptionally 
muted, reflecting good news on other 
fronts. However, it may also be based 
on the assumption that if things get 
worse the support will be forthcoming. 
While we agree with that assumption,  
a proactive rather than reactive 
approach would be more reassuring.

The European Central Bank (ECB) has 
indicated that it will recalibrate its 
support for the eurozone economy when 
it next meets in December. We antici-
pate that it will extend its emergency 
asset purchase plan, the Pandemic 
Emergency Purchase Programme 
(PEPP). It remains a critical element of 
economic support and is likely to be 
expanded before the end of this year. 
However, any delay in ratifying the 
European Union’s long-term budget, 
which is currently being vetoed by 
Poland and Hungary, throws more of the 
burden for stimulus back onto the ECB.

It is the coordinated policy response 
which we saw in 2020 that eased the 
path through a deep global recession 
and allowed investors to look ahead to a 
period of recovery and rebuilding. We 
remain optimistic that stimulus will be 
provided when needed, but we are 
increasingly concerned that its delivery 
will be reactive rather than proactive. 
Despite this, we retain our final theme 
of a “Dovish Bias to Policy.”
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US INFLATION EXPECTATIONS HAVE REBOUNDED 
Exhibit 1: Household in�ation expections remain higher than market-based levels  
As of November 30, 2020

Sources: Franklin Templeton. Blomberg, FactSet, Macrobond, University of Michigan, St Louis Fed. 
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Nimble management still 
required
We incorporate the longer-term themes 
discussed at our Annual Investment 
Symposium into our research process, 
helping to set the direction for our  
portfolios and their benchmarks. 

Over this longer-term horizon,  
we believe global stocks have greater 
performance potential than global 
bonds, supported by sustained growth 
and moderate inflation. With short-
term interest rates and government 
bond term premia remaining below 
historical averages, we see a lower 
performance potential from govern-
ment bonds, which would drag  
down asset returns generally. Equity 
and corporate bond risk premia 
remain attractive to us, and we 
continue to expect stronger return 
potential for emerging markets.

However, in managing portfolios today, 
we also need to reflect more immediate 
economic concerns and the dynamics 
that drive shorter-term market moves. 
Uncertainty over policy response and 
the continued path of the pandemic 
leave the outlook more clouded than 
usual. However, as we move into the 
early part of a new economic expansion 
globally, markets are understandably 
looking to discount the good news that 
might occur in the next few years. 
However, we need to recognize that our 
longer-term outlook will not be reached 
along a smooth path.

Expectations of a sharp economic 
rebound are widely discounted in 
current market levels for risk assets.  
It is expected to be relatively smooth, 
but we see the recovery profile as more 
uneven. However, we recognize much 
stronger longer-term return potential  
for stocks than bonds and believe that 

they should earn their equity risk 
premium over time (see Exhibit 2). As a 
result, after stepping to the sidelines in  
recent months, following a period of 
strong global equity market returns, we 
reinstated our modestly higher  
conviction toward global equities, and 
now increase it further. In the longer 
term, bonds remain more highly valued 
and equity prospects are attractive rela-
tive to them, in our view. Although 
near-term risks continue to moderate 
our enthusiasm, we are prepared to take 
a more decisive stance, reflecting 
longer-term optimism. We continue  
to believe that navigating the challenges 
presented in the months ahead will 
require nimble management.

Bond valuations are excep-
tionally stretched
One of the most striking features of our 
longer-term analysis is that the return 
potential from global bonds, especially 
government bonds, is depressed. This 
largely reflects the fact that current 
yields are at historical lows. However, 

we note that depressed yields likely 
reflect demographics and demand  
for matching assets, which are likely  
to persist. This shows up in the “term 
premium,” meaning the difference 
between the current bond yield and  
the average level for short-term  
interest rates over the life of the bond 
(see Exhibit 3 on the next page).

While we continue to hold a modestly 
cautious view of government bonds in 
developed markets, we have not moved 
to adopt a bearish stance. The mainte-
nance of exceptionally stimulative 
monetary policy and ongoing purchases 
of government bonds as part of  
quantitative easing programs should, in 
the near term, limit any rise in yields.  
In a range-bound trading environment, 
which we expect to persist at least 
through the early part of 2021, the 
attractions of lower-risk assets will 
remain evident for multi-asset investors.

However, we have increased our  
conviction toward corporate bonds.  
The additional yield or spread that 
corporate bonds provide has fallen as 

Practical positioning
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GLOBAL EQUITY VALUATIONS ARE NOT CHEAP, BUT ARE ATTRACTIVE TO US 
RELATIVE TO BONDS IN THE LONGER TERM 
Exhibit 2: Global equity risk premium 
As of November 30, 2020 

Sources: Franklin Templeton, Absolute Strategy Research, Macrobond. Indices are unmanaged and one cannot directly 
invest in them. They do not include fees, expenses or sales charges. Past performance is not an indicator or a guarantee 
of future results. Important data provider notices and terms available at www.franklintempletondatasources.com.
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the prospects for economic recovery 
became clearer. A desire to enhance 
portfolio return potential has seen many 
investors add to holdings of higher- 
yielding securities, boosting demand for 
riskier fixed income assets. As a result, 
the current yield offered by corporate 
credit, especially lower-rated issues, is 
low by historical comparisons. However, 
when compared with lower-risk govern-
ment bonds, whose yield we have noted 
is also historically depressed, the  
additional spread appears more normal. 
In addition, given a supportive policy 
backdrop, the risk premium contained 
within corporate bond yields seems  
to be at least adequate compensation 
for the likely level of default risk.

Opportunities in alternative 
assets
We believe maintaining a diversified 
portfolio of risk premia in addition  
to the traditional benefits of a balanced 
portfolio between stocks and bonds  
is the most likely path toward stable 
potential returns. We also believe that 
active management of this asset  
mix can enhance potential return and 
manage the level of total portfolio risk 
that is taken.

We continue to see attractive prospects 
across emerging market asset classes. 
Notably, in emerging market local 
currency bonds, fundamentals have 
been improving in recent months,  
as foreign demand offsets continued 

domestic weakness. We regard emerging 
market local-currency bond valuations 
as supportive and more attractive than 
hard-currency bonds. In our view, 
exchange-rate risks in local-currency 
bonds are balanced by attractive relative 
valuations. This trend supports the 
return potential of unhedged positions 
to both bonds and stocks in emerging 
markets. We have recently adopted a 
more constructive view on local-cur-
rency bond markets, including in China. 
We believe strongly in the attractions of 
emerging markets as a venue for active 
management. Indeed, we would always 
start with a presumption toward active 
management in this area.

When looking for alternative assets that 
might offset “risk-on” exposure to 
stocks and corporate credit, we are 
attracted to real assets. Inflation expec-
tations are neither dramatically  
different from economists’ long-range 
forecasts nor recent experience.  
They remain modestly below the levels 
that the major central banks view  
as price stability—typically around 2%. 
Though Treasury Inflation-Protected 
Securities (TIPS) are mildly attractive to 
us in their own right, as we discussed  
in our September 2020 Allocation 
Views focused on real assets, it is as a 
potential portfolio diversifier that  
they seem most appealing, providing  
an offset to any surprise acceleration  
in inflation.
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BOND TERM PREMIA DEPRESSED IN RELATION TO HISTORICAL AVERAGE  
Exhibit 3: US Treasury 10-year zero coupon bond 
As of November 20, 2020 

Sources: Franklin Templeton Capital Market Insights Group, Adrian Crump & Moench, Macrobond, Federal Reserve 
Bank of New York.
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Asset class Conviction Our viewpoint

Allocation settings—December 2020

In broad terms, global equities require sustained economic recovery to support elevated valua-

tions, as encouraging early results from leading COVID-19 vaccine candidates hold out great  

hope for a return to normality. We anticipate plentiful liquidity to continue to support global  

equities, and longer-term prospects have improved. However, concerns remain about downside 

risk to capital investment plans. Having reinstated our modestly higher conviction toward global 

equities over bonds last month, we now take a moderately bullish stance.

Inconsistent global recovery and a bias toward easier monetary policy contrast with long-term 

valuations that remain expensive, reflecting low term premiums. Corporate bond spreads have 

become compressed, but the market is supported by central bank purchases. With an increase in 

clarity over the US presidential election outcome, we have moved to a moderately bearish view  

of bonds at the asset allocation level, reflecting valuation concerns.

We believe that inflation expectations may continue to normalize from depressed levels, even as 

overall inflation remains subdued. We see better prospects in naturally diversifying assets  

such as TIPS. We maintain a neutral view overall, reflecting the balance between cyclical reasons 

for optimism and real estate market concerns that we continue to monitor.

The defensive features of cash remain attractive to us, despite its drag on portfolio yield.  

Short-term US Treasury bill yields reflect depressed policy rates rather than greater supply. Cash 

has attractions as a means of diversification from low-yielding government bonds.

We saw a sharp contraction in global growth—which bottomed in 2020’s second quarter— 

and a strong rebound appears to be in place. Our expectation is for moderate inflation and fiscal  

stimulus to continue, but COVID-19 presents an ongoing headwind to the global economic 

recovery. As a result, we retain only a moderately optimistic stance toward riskier assets.  

Our view balances caution regarding future growth with broad policy responses that will continue 

to be supportive.

Equities

Risk off/on

HIGH LEVEL ALLOCATION TIER

Bonds

Alternatives 

Cash

Understanding the pendulum graphic

Bearish

Moderately 
 bearish

Neutral reason 
for concern

Bullish

Moderately 
bullish

Neutral reason 
for optimism

Neutral

Arrows represent any change since the last quarter end.

RISK TIER (Pendulum settings relate to cross asset view)
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Asset class Conviction Our viewpoint

Equity regions 
United States

Despite COVID-19 headwinds, trend US growth remains stronger than in other developed markets, 

and substantial technology exposure sustains the market opportunity. The market’s attention  

will likely focus on valuations, the final election outcome and whether ongoing fiscal stimulus 

programs can be agreed to sustain the recovery.

Canada We see modest opportunities in Canada. Domestic housing concerns and low net interest  

margins continue to burden Canadian banks. Commodity headwinds have abated but are not 

really providing support to this market. We have renewed our caution toward this market, in part 

reflecting fading fiscal support as COVID concerns continue.

Europe ex UK Europe continues to need policy stimulus as weak business sentiment persists. The ECB is 

focusing its efforts on supporting bank lending, but exposure to late-cyclical sectors remains  

a drag. We maintain a more cautious view, which reflects a lower outlook for earnings and  

valuations that are no better than neutral relative to history.

United Kingdom Domestic political tensions remain evident, and uncertainties over Brexit and UK economic  

prospects remain. However, this defensive market appears historically cheap so long as corporate 

profits are not too severely impacted. We reflect these opportunities in a modestly constructive 

view on this market, tempered by caution over remaining uncertainties.

Japan Japan appears well-placed to benefit from a cyclical economic rebound, policy continuity despite 

a new prime minister and a relatively muted COVID-19 impact. Although earnings per share  

have been weakening relative to peers, equity valuations, particularly on a price-to-book-value 

basis, remain attractive relative to other markets, in our view. We have adopted a modestly more 

constructive view on this market.

Pacific  

ex Japan

With banks and related financial companies representing heavier weights in the region, concerns 

about banks in Australia and Hong Kong persist. The region remains vulnerable due to tensions 

over Hong Kong and subdued global trade flows. However, with lower interest rates in Australia 

and at valuations we regard as supportive, we have moved to a truly neutral stance.

Emerging  

ex China

Headwinds to global growth highlight emerging markets’ idiosyncratic risks and underlying  

cyclicality. However, valuations remain attractive to us relative to developed market peers, and 

return on equity is improving. We continue to reflect near-term growth concerns, on balance,  

more than optimism regarding the longer-term structural attractions of emerging markets.

China China’s economy has recovered more quickly from the impact from COVID-19, but weak global 

demand and heightened geopolitical tensions persist. Trade disputes remain unresolved in  

the longer term and are a symptom of broader tensions. However, China has a more favorable 

position when viewed relative to global peers across a number of scenarios. Though valuations 

remain elevated, we have shifted to a modestly more constructive view of this market.

Fixed income  
sectors
US Treasuries 

The US Fed had adopted a new flexible inflation targeting regime and is likely to hold interest 

rates close to zero for an extended period of time. However, it remains biased to provide  

more stimulus as needed and to maintain a stable US Treasury yield curve as it moves beyond the 

crisis-response phase. Stretched valuations and supply dynamics slightly outweigh growth 

concerns and subdued inflation expectations, and we hold a marginally cautious position.

Eurozone  

Government  

Bonds 

Valuations appear full in the eurozone, where term premiums are the lowest among government 

bonds. However, in response to growth concerns, the ECB will likely continue to provide stimulus. 

The Next Generation EU recovery fund needs to be delivered to support peripheral markets. 

European yields have recently outperformed US equivalents, and we have moved to eliminate our 

slightly more constructive position.

UK Government  

Bonds 

Continued uncertainty over Brexit was weighing on sentiment before the virus threat increased, 

and weak productivity growth was holding back activity. The Bank of England has held interest 

rates close to the lower bound but provided additional stimulus in coordination with extended 

fiscal stimulus. We remain somewhat cautious overall, in line with other developed markets.

ALLOCATION TIER (Pendulum settings relative to asset class broadly)
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Asset class Conviction Our viewpoint

Fixed income  
sectors continued
Canada Government 

Bonds

Canada is vulnerable to a hit in business confidence from recent oil-price volatility. Expectations 

for the Bank of Canada mirror those for the Fed. Canadian bond yields broadly match those  

in the United States and are likely to remain closely linked. We maintain a neutral view overall,  

in line with other developed markets.

Japan Government  

Bonds 
 
 

The Bank of Japan has maintained its monetary policy stance, which targets low 10-year  

government bond yields. It has also provided guidance that policy will remain stimulative for an 

 “extended period,” with fiscal policy taking a larger role in providing stimulus. We believe  

low sensitivity to global yields is likely to continue, making this market somewhat more attractive 

in the case of a stronger global economic recovery. We maintain a relatively more constructive 

view, but an overall neutral position.

Investment Grade The investment-grade sector has benefited from robust Fed support, which has calmed markets 

significantly. Supportive corporate liquidity offsets high leverage and the risk of rising defaults. 

Yield spreads have narrowed as the market has focused on central bank buying. Renewed 

widening may occur if the recovery slows, but valuations remain supportive in a global context.  

As such, we maintain a broadly neutral view.

High Yield The persistent impacts of recession will continue to weigh on the fundamentals for lower-rated 

fixed income sectors such as high yield. Default rates are above historical averages. However,  

the outlook is improving and in the longer term, we retain a somewhat more constructive  

view on this market, balanced by caution over valuations that understate near-term  

fundamental uncertainties.

Emerging  

Market Debt 

Emerging market fundamentals have been improving in recent months, as foreign demand offsets 

continued domestic weakness. We regard emerging market local-currency bond valuations as 

supportive and more attractive than hard-currency bonds. Exchange-rate risks in local-currency 

bonds are balanced, in our view, by attractive relative valuations. We have adopted a more 

constructive view on these markets, but we continue to think selective positioning is important. 

Alternative assets
Inflation-Linked  

Bonds

The level of inflation discounted in inflation-linked securities remains somewhat depressed.  

We believe these expectations may continue to normalize, even as overall inflation remains 

subdued. We retain a more constructive view of assets that benefit directly from rising prices, 

such as inflation-linked bonds.

Commodities Risks to economic recovery have created a less supportive environment for broad commodities. 

However, we believe fiscal stimulus measures and liquidity support should boost growth and 

demand. Prices remain somewhat depressed, which balances subdued inflation pressures, and 

sees us retain a more constructive overall view.

Risk Premia In an environment of slower growth but ample liquidity, we see mixed prospects across asset 

classes and in market-neutral or naturally diversifying assets. We hold a neutral view of risk 

premia, reflecting a balance between concerns over the reversal of established trends and the 

prospect of valuations becoming more attractive.

ALLOCATION TIER (Pendulum settings relative to asset class broadly)



A brighter year ahead10

Editorial review

Ed Perks, CFA
Chief Investment Officer

Franklin Templeton Investment Solutions

Gene Podkaminer, CFA
Head of Multi-Asset Research Strategies

Chair of Investment Strategy &  
Research Committee

Franklin Templeton Investment Solutions

Franklin Templeton Thinks: Allocation Views  
Our research process monitors a consistent set of objective indicators and screens them  
to identify signals that help our analysts to make better recommendations. By doing this we 
aim to filter out the daily noise to reveal the underlying trend.

Our macro-economic research group aims to challenge the consensus forecasts for growth 
and inflation by digging deeper into the data. Just as important, we aim not to be swayed 
unduly by topics that are dominating current market debate.

Stephanie Chan, CFA 
Senior Research Analyst 

Michael Dayan, CFA
Lead Portfolio Analyst 

Mike Greenberg, CFA, CAIA
Portfolio Manager

Dominik Hoffmann
Research Analyst

Matthias Hoppe
Portfolio Manager 

Richard Hsu, CFA
Portfolio Manager, Research Analyst 

Michael Kerwin, CFA
Senior Research Analyst 

Laurence Linklater
Senior Research Analyst

Hao Li, CFA
Senior Research Analyst 

Melissa Mayorga 
Senior Research Analyst

Chris Ratkovsky, CFA
Senior Research Analyst

Miles Sampson, CFA
Senior Research Analyst 

Chandra Seethamraju, Ph.D.
Head of Quantitative Strategies

Kent Shepherd, CFA, CIC 
Senior Client Portfolio Manager

Kim Strand, CFA
Head of Fundamental Research 

Participation in this committee may change periodically and without notice.



11A brighter year ahead

WHAT ARE THE RISKS? 

All investments involve risks, including possible loss of principal. The positioning of a specific portfolio may differ from 
the information presented herein due to various factors, including, but not limited to, allocations from the core portfolio 
and specific investment objectives, guidelines, strategy and restrictions of a portfolio. There is no assurance any fore-
cast, projection or estimate will be realized. Stock prices fluctuate, sometimes rapidly and dramatically, due to factors 
affecting individual companies, particular industries or sectors, or general market conditions. Bond prices generally 
move in the opposite direction of interest rates. Thus, as the prices of bonds in an investment portfolio adjust to a rise 
in interest rates, the value of the portfolio may decline. Special risks are associated with foreign investing, 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. Derivatives, including currency 
management strategies, involve costs and can create economic leverage in a portfolio which may result in significant 
volatility and cause the portfolio to participate in losses (as well as enable gains) on an amount that exceeds the  
portfolio’s initial investment. A strategy may not achieve the anticipated benefits, and may realize losses, when a coun-
terparty fails to perform as promised. Currency rates may fluctuate significantly over short periods of time and can 
reduce returns. Investing in the natural resources sector involves special risks, including increased susceptibility to 
adverse economic and regulatory developments affecting the sector—prices of such securities can be volatile, particu-
larly over the short term. Real estate securities involve special risks, such as declines in the value of real estate and 
increased susceptibility to adverse economic or regulatory developments affecting the sector. Investments in REITs 
involve additional risks; since REITs typically are invested in a limited number of projects or in a particular market 
segment, they are more susceptible to adverse developments affecting a single project or market segment than more 
broadly diversified investments. Actively managed strategies could experience losses if the investment manager’s judg-
ment about markets, interest rates or the attractiveness, relative values, liquidity or potential appreciation of particular 
investments made for a portfolio, proves to be incorrect. There can be no guarantee that an investment manager’s 
investment techniques or decisions will produce the desired results.
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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.

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. All investments involve risks, including 
possible loss of principal.

Data from third party sources may have been used in the preparation of this material and Franklin Templeton (“FT”) 
has not independently verifi ed, 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.  

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