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Investment objective

The Fund's investment objective is to generate a high and consistent level of income over a full market cycle with a secondary objective of downside protec-
tion.

Performance (%) Fund details
1 mth 3 mths 1yr 3yrpa 5yrpa Inception date May 2017
Fund (net) -3.27 -4.18 1.09 -3.13 1.49 ISIN AU60SSB05156
APIR SSB0515AU
Calendar year performance (%)
2022 2021 2020 2019 2018
Fund (net) -13.54 0.90 15.12 8.95 -1.33

Monthly review

What happened in the market?

After rising over the first half of 2023, the global bond market's gains were erased during the third quarter. The market initially rallied given signs of moderating inflation,
expectations for less monetary policy tightening, and hopes for a soft economic landing. While inflation did moderate and global growth was resilient, inflation remained
above central banks’ preferred level. This led to the Federal Reserve’s (Fed) “hawkish pause” in September. While the central bank held the federal funds rate steady
at 5.25%-t0-5.50%, its forward-looking “dot plot” signalled one more rate hike in 2023. While this was largely expected, the market was disappointed that the Fed sig-
nalled that it wouldn't start cutting rates until June 2024, and only pencilled in two rate cuts in 2024. Elsewhere, the European Central Bank (ECB) raised its key interest
rate for a tenth consecutive time in September to a record high of 4%. In contrast, the Bank of Japan’s (BoJ) monetary policy remained highly accommodative. The 10-
year U.S. Treasury rate moved sharply higher, ending the quarter at 4.50%. U.S. investment grade credit spreads widened and posted a negative total return as inter-
est rates moved higher. High-yield credit spreads were flat but generated a modest gain. U.S. mortgage-backed security (MBS) spreads also widened and generated a
negative total return as mortgage rates moved sharply higher. Finally, the U.S. dollar gained 3.2% during the third quarter, pushing its year-to-date gain to 2.6%.

What happened in the Fund?

The Fund fell 4.18% over the September quarter. Within the Fund, developed market sovereign duration was the primary detractor for the quarter, led by U.S. Treasur-
ies, while German bunds detracted to a lesser extent. Interest rates were broadly higher as the market priced out rate cuts in 2024 and anticipated a potential higher-for
-longer interest-rate scenario. Select emerging market local currency sovereign bonds and their respective currencies also detracted, specifically Brazil, Mexico, Colom-
bia and Peru. Despite performing well year to date, the emerging market asset class sold off as the U.S. dollar moved higher. Currency exposure to the Japanese yen
also detracted as did short European high yield. U.S. high-yield corporate credit was the primary contributor for the quarter, with energy and communications names
performing well specifically. U.S. corporate investment-grade exposure was flat in the portfolio despite the asset class performing poorly. Prime U.S. MBS exposure
was also flat in the portfolio despite the asset class underperforming. Finally, short exposure to Japanese government bonds contributed. Yields moved higher as the
market expects the Bank of Japan could change its negative interest-rate policy.

From a positioning perspective, the Fund continued to roll down the U.S. Treasury curve and initiated a position on the five-year part of the curve while also increasing
its allocation to the 10-year part of the curve. While we still believe that a soft-landing scenario is possible, hard-landing risks have increased. Therefore, we prefer the
intermediate section of the curve for a soft-landing scenario and bull steepener trade. We also continue to hold long-end (30-year) U.S. Treasury duration for a hard-
landing scenario. The strategy trimmed allocation to emerging market local currency sovereign bonds and their respective currencies, specifically to Mexico and Brazil.
These allocations had performed well year to date and spreads had narrowed versus U.S. Treasuries, which led us to take some profits in the positions. Tactical alloca-
tions to Spanish government bonds and German bunds were also removed during the quarter. Finally, the portfolio also reduced its Japanese government bond short.
The strategy added to short-dated U.S. corporate credit exposure during the quarter, primarily to shorter-dated, higher quality high-yield securities given their favoura-
ble yield profile. The portfolio remains invested in both investment-grade and higher-quality high-yield U.S. corporate credits. Given higher yields, we believe there is a
large amount of cushion for spread widening to occur and still achieve a favourable total return. Finally, the portfolio removed its short exposure to European high yield.

What is the outlook?

One of our key macro calls for 2023 was that U.S. inflation would fall toward the Fed's 2% target from 6% a year ago. This has played out with core CPI averaging
0.2% month on month for the past three months (2.4% annualized rate). We expect this trend to continue and believe that we are in the late stages of the business
cycle, with current economic activity reflecting a renormalization after Covid-19 instead of a new normal. There is no denying that U.S. growth has been much better
than expected. However, we believe all signs point towards a slowdown in economic activity stemming from aggressive monetary policy. Consumers are running out of
steam, as evidenced by accelerating credit card delinquencies, and businesses are feeling the pain of higher rates, as evidenced by unemployment. Unprecedented
U.S. fiscal stimulus has kept the economy afloat, but in our view not for much longer. Elsewhere, developed and emerging economies are suffering from aggressive
monetary policy. Europe’s composite PMIs are still in contractionary territory and there are no signs that manufacturing is turning the corner, in our view. If oil and natu-
ral gas prices remain high, the cost-of-living crisis in Europe could worsen. China remains vulnerable to its property sector downturn and lack of consumer and private
business confidence. When all components of this equation are summed, we believe it is hard to see risk assets moving significantly higher in the short- to medium-
term. We still like the optionality that bonds offer investors. There is a margin of safety from the recent duration led sell-off—a higher starting point for yields provides a
cushion should spreads and yields further widen—and high-quality sovereign bonds should outperform in a flight to safety.

Past performance is not a reliable indicator of future performance.
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Highlights

e The Fund invests in a diversified portfolio of global fixed income securities.

e A professional managed active portfolio, seeking the best global fixed income opportunities.

o Aims to limit downside risk by rotating risk across different sectors of the fixed income market and through tactical hedging of credit and interest rate

risk.
About us Ratings
Franklin Templeton Qualitative

Franklin Resources, Inc., is a global investment management organisation, operating as Franklin
Templeton, which is headquartered in California. Franklin Resources, Inc., provides, through its
subsidiaries, deep investment expertise across all asset classes - including equity, fixed income,
and multi-asset options. Franklin Resources, Inc. is listed on the New York Stock Exchange and
has employees in over 34 countries.

Recommended

“iZenith

Brandywine Global

Brandywine Global looks beyond short-term, conventional thinking to rigorously pursue long-
term value for investors. Since 1986, Brandywine Global has pursued long-term value for clients
through a wide range of differentiated fixed income, equity, and alternative solutions. The firm
thrives on a culture of debate that encourages ideas, respects diverse viewpoints and invites
candid discussion. Brandywine Global operates from its headquarters in Philadelphia and
offices in London, Singapore, Toronto, and Montreal.

Meet the team

The Fund is led by a team of long-tenured investment professionals who provide a broad range of
experience across global sovereign bond, currency, emerging market debt, and corporate and
structured credit markets. The portfolio management team includes:

Jack P Mcintyre, CFA Anujeet Sareen, CFA
Portfolio Manager Portfolio Manager

With firm since 1998 With firm since 2016
Brian Kloss, JD, CPA Tracy Chen, CFA, CAIA
Portfolio Manager Portfolio Manager

With firm since 2010 With firm since 2009
Renato Latini, CFA Michael Arno, CFA
Portfolio Manager Portfolio Manager

With firm since 2007 With firm since 2007

For enquiries, please contact Investor Services Team on 1800 673 776, email auclientadmin@franklintempleton.com or visit franklintempleton.com.au

Past performance is not a reliable indicator of future performance.

This publication is issued for information purposes only and does not constitute investment or financial product advice. It expresses no views as to the suitability of the services or other matters
described in this document as to the individual circumstances, objectives, financial situation, or needs of any recipient. You should assess whether the information is appropriate for you and consider
obtaining independent taxation, legal, financial or other professional advice before making an investment decision. Please read the relevant Product Disclosure Statements (PDSs) and any associated
reference documents before making an investment decision. In accordance with the Design and Distribution Obligations and Product Interventions Powers requirements, we maintain Target Market
Determinations (TMD% for each of our Funds. All documents can be found via www.franklintempleton.com.au or by calling 1800 673 776. Issued b){] Franklin Templeton Australia Limited (ABN 76 004
835 849, AFSL 240827). Franklin Templeton Australia Limited as Responsible Entity has appointed Brandywine Global Investment Manager as the fund manager of the Brandywine Global Income
Optimiser Fund (ARSN 618 213 488). The Lonsec Rating (assigned as follows: Brandywine Global Income Optimiser Fund - September 2022; presented in this document are published by Lonsec
Research Pty Ltd ABN 11 151 658 561 AFSL 421445. The Ratings are limited to “General Advice” (as defined in the Corporations Act 2001 (Cth)) and based solely on consideration of the investment
merits of the financial products. Past performance information is for illustrative purposes only and is not indicative of future performance. They are not a recommendation to purchase, sell or hold
Franklin Templeton Australia Limited products, and you should seek independent financial advice before investing in these products. The Ratings are subject to change without notice and Lonsec
assumes no obligation to update the relevant documents foIIowinﬁ; publication. Lonsec receives a fee from the Fund Manager for researchin? the products using comprehensive and objective criteria.
For further information regarding Lonsec’s Ratings methodology, please refer to our website at: http://www.beyond.lonsec.com. aufintelligence/lonsec-ratings. The Zenith Investment Partners (ABN 27
103 132 672, AFS Licence 226872) (“Zenith”) ratingr (assigned Brandywine Global Income Optimiser Fund—(SSB0515AU) March 2023) referred to in this Fiece is limited to “General Advice” (s766B
Corporations Act 2001) for Wholesale clients only. This advice has been prepared without taking into account the objectives, financial situation or needs of any individual, including target markets of
financial products, where applicable, and is subject to change at any time without prior notice. It is not a specific recommendation to purchase, sell or hold the relevant product(s). Investors should seek
independent financial advice before making an investment decision and should consider the appropriateness of this advice in light of their own obg‘)ectives, financial situation and needs. Investors should
obtain a copy of, and consider the PDS or offer document before making any decision and refer to the full Zenith Product Assessment available on the Zenith website. Past performance is not an
indication of future performance. Zenith usuallg charges the product issuer, fund manager or related party to conduct Product Assessments. Full details regarding Zenith’s methodology, ratings
definitions and regulatory compliance are available on our Product Assessments and at Fund Research Regulatory Guidelines.





