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The Anatomy of a Recession

First Quarter 2025
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Past performance is no guarantee of future results. Financial term and index definitions are available in the appendix.



U.S. Recession Risk Indicators

* 12 variables have historically foreshadowed a looming recession

* The overall dashboard is currently signaling expansion

Consumer

Business
Activity

Financial

Data as of Dec. 31, 2024. Sources: BLS, Federal Reserve, Census Bureau, ISM, BEA, American Chemistry Council, American Trucking Association, Conference Board, Bloomberg, CME, FactSet and Macrobond. The ClearBridge Recession
Risk Dashboard was created in January 2016. References to the signals it would have sent in the years prior to January 2016 are based on how the underlying data was reflected in the component indicators at the time.
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U.S. Exceptionalism: The Consumer
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Sources: Eurostat, U.S. Census Bureau, Japanese Ministry of Economy, Trade & Industry, Macrobond.
Data last updated on: 10/7/2024, latest available as of Dec. 31, 2024.

» The U.S. consumer has been a source of strength for the economy during the current cycle, with retail sales spending well
above the pre-pandemic trend.

» This stands in contrast to other major developed economies that have seen more lackluster consumption growth.

Past performance is not a guarantee of future results.


Presenter Notes
Presentation Notes
- The U.S. consumer has been a source of strength for the economy during the current cycle, with retail sales spending well above the pre-pandemic trend.  
- This stands in contrast to other major developed economies that have seen more lackluster consumption growth


Consumer Deleveraging Done
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Sources: Federal Reserve, NBER, Macrobond.
Data last updated on: 12/12/2024, latest available as of Dec. 31, 2024.

» Consumer deleveraging efforts were a key component of slower GDP growth following the GFC.

» With household net worth up by $49.4T since 2020, the U.S. consumer appears to be in a position to sustain their
spending even as the economy normalizes.

GFC stands for Global Financial Crisis, gray shading marks recessionary periods. Past performance is not a guarantee of future results.


Presenter Notes
Presentation Notes
- While common wisdom dictates the Fed is reluctant to adjust monetary policy in an election year, history shows that this is a misperception.
-


Consumers are Locked In
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Consumer Debt Breakdown
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Sources: U.S. Bureau of Economic Analysis (BEA), Freddie Mac, Macrobond.
Data last updated on: 12/26/2024, latest available as of Dec. 31, 2024.

» The U.S. consumer has become less interest rate sensitive since the GFC when ultra low rates encouraged greater utilization of
fixed rate mortgages over floating. Mortgage debt accounts for over two-thirds of U.S. consumer borrowing.

» While the current 30-year fixed rate mortgage is over 6%, the average rate Americans are paying is just 3.9%.

Past performance is not a guarantee of future results.


Presenter Notes
Presentation Notes
- The U.S. consumer has become less interest rate sensitive with lower utilization of adjustable-rate mortgages in favor of fixed. 
- As a result, while the current 30-year fixed mortgage rate is above 7%, the average rate consumers are paying is just 3.7%. 



The Rainy Day Fund
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Sources: Federal Reserve Bank of New York, NBER, Macrobond.
Data last updated on: 11/13/2024, |latest available as of Dec. 31, 2024.

» In the face of higher prices, consumers have begun to tap into rainy day funds such as home equity lines of credit (HELOCs).

» While some worry about the sustainability of consumption, HELOC balances contracted for over a decade following the
Global Financial Crisis (GFC) and growth remains moderate compared with the housing bubble.

Gray shading marks recessionary periods. Past performance is not a guarantee of future results.


Presenter Notes
Presentation Notes
- In the face of higher prices, consumers have begun to tap into rainy day funds such as home equity lines of credit (HELOCs).
- While some worry about the sustainability of consumption, HELOC balances contracted for over a decade following the GFC and growth remains moderate compared with the housing bubble.
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Relief at the Pump
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Sources: Energy Information Administration (EIA), Macrobond.
Data last updated on: 1/7/2025.

» Following a spike above $5 in the aftermath of Russia's 2022 invasion of Ukraine, gas prices are now approaching $3 which
should buttress consumer spending power heading in 2025.

Past performance is not a guarantee of future results.


Presenter Notes
Presentation Notes
- Following a spike above $5 in the aftermath of Russia's 2022 invasion of Ukraine, gas prices are now approaching $3 which should buttress consumer spending power heading in 2025.
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U.S. Exceptionalism: Al Investment Boom

Number of Data Centers by Country
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» The U.S. is the leading global destination for Al investment, outpacing the next 10 countries combined by ~2,000
data centers.

Data as of March 31, 2024. Source: Statista.


Presenter Notes
Presentation Notes
-The U.S. is the leading global destination for AI investment, outpacing the next 10 countries combined by over 2,000 data centers.



U.S. Exceptionalism: Productivity
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Sources: U.S. Bureau of Labor Statistics (BLS), NBER, and Macrobond.
Data last updated on: 12/10/2024, latest available as of Dec. 31, 2024.

» Productivity dropped well below the historical average in the aftermath of the GFC but has rebounded more recently
and is now back in-line with the long-term average.

» While the benefits from Al have not yet arrived, this technology could unleash a sustained productivity wave similar
to the internet revolution.

GFC stands for the Global Financial Crisis. Gray shading marks recessionary periods. Past performance is not a guarantee of future results.


Presenter Notes
Presentation Notes
- Productivity dropped well below the historical average in the aftermath of the GFC.
- Productivity has rebounded more recently and is now back in-line with the pre-GFC average. If sustained, this should drive stronger U.S. economic growth.
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U.S. Exceptionalism: Fiscal Support
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Recession = Deficit as % of GDP

» The federal deficit (as a % of GDP) has been moving in a pro-cyclical manner, helping support the economy later into an
expansion than has been typically seen.

» Although clarity is still needed regarding the new administration's fiscal spending plans, we believe this should still be a
key support to economic growth in 2025.

As of Nov. 30, 2024, latest available as of Dec. 31, 2024. Sources: BLS, BEA, NBER, U.S. Treasury, Bloomberg. Past performance is not a guarantee of future results.
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Presenter Notes
Presentation Notes
The Federal deficit (as a % of GDP) has been moving in a pro-cyclical manner, helping support the economy later into an expansion than has been typically seen. 
Although clarity is still needed regarding the new administration's fiscal spending plans, the consensus view is that this should still be a key support to economic growth in 2025.


Economy Needs Fed Resuscitation
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» Sustained Fed cut cycles have historically led to inflections in economic growth two quarters later.

» With the long-awaited cutting cycle now underway, the economy should re-accelerate in 2025.

Rate cut cycles of at least 75 bps that did not occur within broader hiking cycles. Data as of Dec. 31, 2024. Sources: BEA, Federal Reserve, FactSet. Past performance does not guarantee future results. Investors cannot invest directly in
an index, and unmanaged index returns do not reflect any fees, expenses or sales charges.
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Presenter Notes
Presentation Notes
- Inflections higher in economic growth have historically only followed sustained Fed rate cut cycles by nearly two quarters on average.
- With inflation moderating, the Fed now has the flexibility to provide monetary support if needed, which raises the probability of a soft landing.




Duck, Duck, Goose?

S&P 500 Returns After Back-To-Back 20%+ Gains (1950-Current)

S&P 500 Total Returns

Years with Year Three After

20%+ Gains Year One Year Two Back-To-Back 20%+ Gains
1950 & 1951 30.8% 23.7% 18.2% (1952)
1954 & 1955 52.6% 32.6% 7.4% (1956)
1975 & 1976 37.0% 23.8% -7.0% (1977)
1982 & 1983 20.4% 22.3% 6.2% (1984)
1995 & 1996 37.6% 23.0% 33.4% (1997)
1996 & 1997 23.0% 33.4% 28.6% (1998)
1997 & 1998 33.4% 28.6% 21.0% (1999)
1998 & 1999 28.6% 21.0% -9.1% (2000)
2023 & 2024 26.3% 25.0% 277

Average 12.3%
% Positive 75%

» The S&P 500 has historically continued to deliver solid gains on balance following back-to-back
20%+ years.

Note: Damodaran data used from 1950-1989; FactSet data used from 1990-current. Data as of Dec. 31, 2024. Sources: NYU (Damodaran Online), FactSet.
Past performance is not a guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses or sales charges.


Presenter Notes
Presentation Notes
-  The S&P 500 has historically continued to deliver solid returns on balance following back-to-back 20%+ years.



Correction not a Foregone Conclusion

S&P 500: Trading Days without a 10% Correction
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» Although it has been over two years since the market's last 10% selloff, history shows this is hardly unprecedented.

Data as of Dec. 31, 2024. Sources: FactSet, S&P. Past performance is not a guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses or sales charges.

13


Presenter Notes
Presentation Notes
- Although it has been over two years since the market's last 10% selloff, history shows this is hardly unprecedented.



Tariff Turbulence?
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Sources: S&P Global, Macrobond. Data last updated on: 1/3/2025.

» The S&P 500 index traded largely sideways during the period of tariff escalation during the first Trump administration.
» With tariffs likely to be an early priority, policy sequencing could impact how equity markets behave in early 2025.

Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses or sales charges.
Past performance is not a guarantee of future results.
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Presenter Notes
Presentation Notes
- The S&P 500 index traded largely sideways during the period of tariff escalation during the first Trump administration. 
- With tariffs likely to be an early priority, policy sequencing could impact how equity markets behave in early 2025.

-


Mag7 Advantage Dissipating
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» A key driver of the Mag7 outperformance has been superior earnings growth.

» Bottom-up consensus expects this advantage to narrow in the coming year which could help drive broader equity

market leadership.

The term “consensus” within the capital markets industry refers to the average of earnings estimates made by professionals. Magnificent 7 data refers to the following set of stocks: Microsoft (MSFT), Amazon (AMZN), Meta (META),

Apple (AAPL), Google parent Alphabet (GOOGL), Nvidia (NVDA), and Tesla (TSLA). Data as of Dec. 31, 2024. Sources: FactSet, Russell, S&P. Past performance is not a guarantee of future results. Investors cannot invest directly in an

index, and unmanaged index returns do not reflect any fees, expenses or sales charges. There is no assurance that any estimate, forecast or projection will be realized. Company references are used for illustrative purposes and should

not be construed as an endorsement of sponsorship of Franklin Templeton companies. This information is not intended as an investment recommendation, nor does it constitute investment advice. 1 5


Presenter Notes
Presentation Notes
-


Value Not Yet Expensive

Russell 1000 Growth P/E Minus Russell 1000 Value P/E
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» While Value outpaced Growth by 21.6% in 2022, Growth roared back with a 31.2% advantage in 2023 and
a 19.0% advantage in 2024, once again driving the valuation differential to an extreme.

Note: Price Return. NTM = Next 12 Months. *The Tech Bubble period removed from the chart is from June 30, 1999 through Dec. 31, 2000. Data as of Dec. 31, 2024. Sources: FactSet, Russell. Past performance is not a
guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses or sales charges.
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Presenter Notes
Presentation Notes
- While Value outpaced Growth in 2022 by 21.6%, Growth has roared back in 2023 with a 31.2% advantage YTD, once again driving the valuation differential to an extreme. 



The Value Proposition

Performance of Value vs. Growth Based on Starting P/E Differential
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» Value has historically outperformed Growth by a healthy margin when the valuation gap (P/E differential) has reached
the top quintile, as is currently the case.

Russell 1000 Growth, Russell 1000 Value, and 1995-Present. Data as of Dec. 31, 2024. Sources: FactSet, Russell. Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses or sales charges.

Past performance is not a guarantee of future results.
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Presenter Notes
Presentation Notes
- Value has historically outperformed Growth by a healthy margin when the valuation gap (P/E spread) has reached the top quintile, as is currently the case.


SMID Caps on Sale
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» Small- and mid-cap stocks have historically traded at similar multiples to large.

» With large caps leading since the pandemic, the valuation discount for small and mid is near the widest in over two
decades.

As of Dec. 31, 2024. Sources: FactSet, S&P. Past performance is not a guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses or sales charges. 1 8


Presenter Notes
Presentation Notes
- Small and mid-cap stocks historically traded at similar multiples to large.
- With large cap's leading since the pandemic, the valuation discount for small and mid is near the widest in over 20 years. 




Largest Stocks Distorting Valuations
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» The largest stocks in the S&P 500 trade at a significant premium, which is distorting the broader benchmark's valuation.

» The typical stock (other 490) trades at a more reasonable valuation, closer to historical averages.

NTM = Next 12 Months. Data as of Sept. 30, 2024. Source: UBS. Past performance is not a guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses

or sales charges.
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Average Stock Valuation Is... Average

NTM P/E Ratio (x)
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» Although index valuations appear extended for the cap-weighted S&P 500, this is largely a function of a handful of

the largest constituents.

» The typical stock trades at a modest premium relative to history as evidenced by the valuation of the equal-weight

S&P 500.

NTM = Next 12 Months. Data as of Dec. 31, 2024. Source: UBS. Past performance is not a guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses

or sales charges.
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U.S. Exceptionalism: Earnings

Price Return NTM EPS
600 400
N\ - \
=)
— = 300
S 400 &
c £
= S 250
2 300 295% - 143%
2 Difference 2 200 Difference
3 3
[J]
X 200 ] y
3 y '_g 150
100 r" N W M adig v 100 e \
0 50
2010 2012 2014 2016 2018 2020 2022 2024 2010 2012 2014 2016 2018 2020 2022 2024
=S&P 500 = MSC| ACWI ex-US (Rest of World) = S&P 500 = MSC| ACWI ex-US (Rest of World)

» While the U.S. equity market has substantially outperformed the rest of the world since the GFC, much of this has been a
function of superior earnings growth.

NTM = Next 12 Months. Data as of Dec. 31, 2024. Sources: FactSet, MSCI, S&P. Past performance is not a guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not
reflect any fees, expenses or sales charges.
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Presenter Notes
Presentation Notes
- While the U.S. equity market has substantially outperformed the rest of the world since the GFC, much of this has been a function of superior earnings growth.



Equity Leadership Following the Cut

Subsequent 12-Month Price Return

Initial Rate Cut I(E)c:trlz:m‘i: C.arsz:i(lfsl;ll Russell 1000 Growth  Russell 1000 Value I\I;;;ssci::) Rzu ;;3"
Apr. 1980 Recession 13.5% 39.0% 30.1% 51.41% 66.3%
June 1981 Recession 15.9% -18.4% -15.2% -18.35% -20.5%
Oct. 1984 Soft Landing 8.9% 9.5% 10.8% 11.96% 8.5%
June 1989 Recession 8.7% 17.5% 4.2% 4.50% -1.5%
July 1995 Soft Landing 5.5% 22.5% 18.2% 17.26% 19.1%
Jan. 2001 Recession 4.4% -15.6% -5.7% -3.08% 5.3%
Sept. 2007 Recession 3.2% -17.6% -25.4% -19.29% -12.8%
July 2019 Recession 1.5% 24.9% -9.2% -0.71% -5.7%

Average 1.7% 1.7% 1.0% 5.5% 7.3%
Recessionary Average 7.8% 5.0% -3.5% 2.4% 5.2%
Soft Landing Average 7.2% 16.0% 14.5% 14.6% 13.8%

» Cash and large cap growth stocks have historically performed best following the commencement of a
rate-cutting cycle.

» Rate cuts that preceded soft landings have historically given way to substantial equity outperformance compared
with cash.

Note: rate cut cycles of at least 75 bps. Sources: FactSet, Bloomberg, S&P, Russell, ICE BofA, NBER. Past performance is not a guarantee of future results. Investors cannot invest directly in an index, and unmanaged index
returns do not reflect any fees, expenses or sales charges. For illustrative purposes only and not reflective of the performance or portfolio composition of any Franklin Templeton fund.


Presenter Notes
Presentation Notes
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Cuts Near All-Time Highs a Good Omen
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—S&P 500 ® Rate Cuts within 2% of All-Time Highs

» Equities have historically continued to move higher in the year following historical Fed cuts that came with the
S&P 500 near All-Time Highs.

Data as of Dec. 31, 2024. Sources: FactSet, Federal Reserve, S&P. Past performance is not a guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses
or sales charges. 2 3


Presenter Notes
Presentation Notes
- Equities have historically continued to move higher in the year following historical Fed cuts that came with the S&P 500 near All-Time Highs.



New Secular Bull Market?

S&P 500 Price Returns

16384
1980-2000
All-Time Highs: 500

Cumulative Return:
1950-1970 1,261.2%

4096

% 1024 All-Time Highs: 365 M
g Cumulative Return: 451.9% 2010-Present
& All-Time Highs:
S 25 403
: Cumulative Return:
= a2l Vs 427.5%
£ 64
S
2 16 1970-1980 2000-2010
3 All-Time All-Time
v Highs: 35 Highs: 13

4 1930-1950 Cumulative Cumulative

All-Time Highs: 0 Return: Return:
Cumulative Return: -22.2% 17.2% -24.1%

1930 1935 1940 1945 1950 1955 1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020
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» In the 12 months following an all-time high, stocks have historically been up 8.3% on average with positive returns
70% of the time.

Secular bear market average drawdown includes selloff beginning September 1929. Data as of Dec. 31, 2024. Sources: Bloomberg, FactSet. Past performance is not a guarantee of future results. Investors cannot invest directly in
an index, and unmanaged index returns do not reflect any fees, expenses or sales charges.



Economic and Market Summary
First Quarter 2025

U.S. Economic Outlook U.S. Market Outlook

e The U.S. economy is on solid footing having defied expectations once o After two consecutive 20%+ years for the S&P 500, history suggests
again in 2024. The overall signal from the ClearBridge Recession Risk that further upside may lie ahead with the market advancing 12.3%
Dashboard is firmly in green “expansion” territory. on average.

« Several of the key drivers behind superior U.S. economic growth o Period of digestion would not be surprising given the strength of the
remain intact heading into 2025 including a robust consumer, strong recent rally with potential catalysts including tariffs and euphoric
productivity gains, and a supportive fiscal/monetary policy backdrop. sentiment, among others. With recession risks muted, any weakness

« The Fed lowered short-term rates by 100bps in 2024 which should could represent an opportunity for long-term investors.
help bolster economic resilience. The magnitude of rate cuts has e A narrow group of stocks once again powered a majority of the S&P
already eclipsed what was necessary to achieve a soft landing in 500's return last year. This is unlikely to be repeated as broadening
the 1990s. earnings growth should help areas that have lagged over the past

few years.

Recession Dashboard Overall Signal

Expansion

As of Dec. 31, 2024. All opinions and data included in this commentary are as of the publication date and are subject to change. The opinions and views expressed herein are of the author and may differ from other portfolio managers
or the firm as a whole and are not intended to be a forecast of future events, a guarantee of future results or investment advice. This information should not be used as the sole basis to make any investment decision. 2 5



Don't Mix Politics and Investing
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» Historically, the equity market has moved higher irrespective of which party occupies the Oval Office.

Data as of Dec. 31, 2024. Sources: FactSet, S&P. Past performance is not a guarantee of future results. Investors cannot invest directly in an index, and unmanaged index returns do not reflect any fees, expenses or sales charges. 2 6



Glossary of Terms

BEA: Bureau of Economic Analysis

Bloomberg US Aggregate Bond Index: an unmanaged index of U.S. investment-grade
fixed-income securities.

Bloomberg US Corporate Investment Grade Bond Index: an unmanaged index of U.S.
investment-grade corporate bond securities.

Bloomberg Global Aggregate Total Return Index: measure of global investment
grade debt from a multitude of local currency markets. This multi-currency benchmark
includes treasury, government-related, corporate and securitized fixed-rate bonds from
both developed and emerging markets issuers.

CPI (Consumer Price Index): measure of the average change in U.S. consumer prices
over time in a fixed market basket of goods and services as determined by U.S. Bureau of
Labor Statistics.

EPS (Earnings per Share): the portion of a company's profit allocated to each
outstanding share of common stock.

Fed (Federal Reserve Board): the U.S. central bank, responsible for policies designed to
promote full economic growth, full employment, and price stability.

GDP: Gross Domestic Product

GFC (Great Financial Crisis): the severe economic and market downturn experienced in
2007-2008.

Home Sales Median Price: measures the price at which half of existing homes sold for
more and half sold for less.

MSCI All Country Asia Index: unmanaged index of large and mid cap stocks across
Developed Markets countries and Emerging Markets countries in Asia.

MSCI EM Index: unmanaged index of large- and mid-cap stocks in 27 emerging market
countries.

MSCI Europe Index: unmanaged index of large- and mid-cap stocks across 15
Developed Markets (DM) countries in Europe.

MSCI EAFE Index: unmanaged index of equity securities from developed countries in
Western Europe, the Far East, and Australasia.

MSCI Germany Index: unmanaged index of large- and mid-cap stocks across the
German market.

MSCI Japan Index: unmanaged index of large- and mid-cap stocks across the Japanese
market.

MSCI UK Index: unmanaged index of large- and mid-cap stocks across the UK market.
MSCI USA Index: unmanaged index of US large- and mid-cap equity securities.

NAREIT All-Equity REITS Total Return Index: free-float-adjusted market capitalization
weighted index that includes all tax qualified REITS listed in the NYSE, AMEX and
NASDAQ National Markets.

NFIB (National Federation of Independent Business): a U.S. small business advocacy
association, representing over 350,000 small and independent business owners.

NFIB Small Business Optimism Index: measure of small business sentiment produced
by the National Federation of Independent Business based on its monthly survey of
small business owners.

P/E Ratio: Price/Earnings ratio
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PMI: Purchasing Manager's Index

Russell 1000 Index: a subset of the Russell 3000 Index that includes approximately
1,000 of the largest companies in the U.S. equity universe.

Russell 1000 Growth Index: unmanaged index of large-cap stocks chosen for their
growth orientation.

Russell 1000 Value Index: unmanaged index of large-cap stocks chosen for their value
orientation.

Russell 2000 Index: unmanaged index of small-cap stocks.

Russell 2000 Growth Index: unmanaged index of small-cap stocks chosen for their
growth orientation.

Russell 2000 Value Index: unmanaged index of small-cap stocks chosen for their value
orientation.

Russell Mid Cap Index: unmanaged index consisting of the 800 smallest companies in
the Russell 1000 Index.

Russell Mid Cap Growth Index: unmanaged index of mid-capitalization U.S. equities
that exhibit growth characteristics.

Russell Mid Cap Value Index: unmanaged index of mid-capitalization U.S. equities that
exhibit value characteristics.

Sahm Rule: The Sahm Rule identifies signals related to the start of a recession when the
three-month moving average of the national unemployment rate (U3) rises by 0.50
percentage points or more relative to its low during the previous 12 months.

S&P MidCap 400 Index: unmanaged index of 400 US mid-cap stocks

S&P 400 Growth Index: unmanaged index of mid-cap stocks having higher price-to-
book ratios relative to the S&P 400 MidCap as a whole.

S&P 400 Value Index: unmanaged index of mid-cap stocks having lower price-to-book
ratios relative to the S&P 400 MidCap as a whole.

S&P 500 Growth Index: unmanaged index of large-cap stocks selected based on sales
growth, the ratio of earnings change to price and momentum.

S&P 500 Value Index: unmanaged index of large-cap stocks selected based on the
ratios of book value, earnings, and sales to price.

S&P 600 Index: unmanaged index of 600 US small-cap stocks

S&P 600 Growth Index: unmanaged index of US small-cap growth stocks, selected
based on sales growth, the ratio of earnings change to price, and momentum.

S&P 600 Value Index: unmanaged index of US small-cap value stocks, selected based
on ratios of book value, earnings, and sales to price.

S&P 500 Index: Unmanaged index of 500 stocks that is generally representative of the
performance of larger companies in the U.S.

Yield Curve: Comparison of interest rates at a point in time of bonds with equal credit
quality but different maturity dates.

YoY: Year Over Year

U.S. Treasurys: Direct debt obligations issued and backed by the "full faith and credit" of
the U.S. government. The U.S. government guarantees the principal and interest
payments on U.S. Treasuries when the securities are held to maturity. Unlike U.S. Treasury
securities, debt securities issued by the federal agencies and instrumentalities and
related investments may or may not be backed by the full faith and credit of the U.S.
government. Even when the U.S. government guarantees principal and interest payments
on securities, this guarantee does not apply to losses resulting from declines in the
market value of these securities.
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“Anatomy of a Recession” is a trademark of ClearBridge Investments,
LLC. ClearBridge Investments, LLC is a subsidiary of Franklin
Resources, Inc.

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 U.S,, 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. U.S.: 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.ar.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. South Africa: Issued
by Franklin Templeton Investments SA (PTY) Ltd, which is an

authorised 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: Issued by
Franklin Templeton Investment Trust Management Co., Ltd., 3rd fl,,
CCMM Building, 12 Youido-Dong, Youngdungpo-Gu, Seoul, Korea
150-968. 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 and Legg
Mason Asset Management Singapore Pte. Limited, Registration
Number (UEN) 200007942R. Legg Mason Asset Management
Singapore Pte. Limited is an indirect wholly owned subsidiary of
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