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FRANKLIN TEMPLETON
INVESTMENTS
FRANKLIN TEMPLETON INVESTMENT FUNDS

Société d'investissement & capital variable
Registered office: 8A, rue Albert Borschette, L-1246 Luxembourg,
R.C.S. Luxembourg B 35 177
("FTIE™

Luxembourg, 30 December 2014

Subject: Proposed merger of FTIF - Franklin Mutual Euroland Fund into FTIF - Franklin
Mutual European Fund.

Dear Shareholder,

The purpose of this letter is to inform you about the proposal of the board of directors of FTIF (the
"Board") to merge FTIF - Franklin Mutual Euroland Fund (the "Merging Sub-Fund") into FTIF -
Franklin Mutual European Fund (the "Receiving Sub-Fund").

We are writing to you in your capacity as shareholder of the Receiving Sub-Fund,
Following the merger, the Merging Sub-Fund shall be dissolved without going into liquidation,
1. Rationale and background for the merger

The Board’s proposal to merge the Merging Sub-Fund into the Receiving Sub-Fund was based on
asset values as of 19® August 2014 when the current assets under management of FTIF - Franklin
Mutual Euroland Fund were EUR 14.9mn (USD 19.6mmn).

The FTIF - Franklin Mutual Euroland Fund was originally launched in October 2008 but has failed to
generate significant assets. As of 1 December 2014, the assets under management amounted to EUR
13.6mn (USD 17.0mn). The FTIF - Franklin Mutual European Fund was originally launched in April
2000 and has attracted significant assets of over EUR 2,92bn (USD 3.64bn) as of 1 December 2014.

The small size of the Merging Sub-Fund makes it economically unattractive to run as an independent
entity. This Sub-Fund was initially targeted at the French personal savings market but did not grow as
large as initially expected. Because both the Merging Sub-Fund and the Receiving Sub-Fund share
similar investment objectives and target investor profiles, the Board considers that it makes sense to
merge these sub-funds and focus on a single portfolio.



2. TImpact on shareholders and shareholders' rights

Holders of shares in the Receiving Sub-Fund who do not wish to participate to the merger, may
redeem their shares or switch their holding, into any other sub-fund of FTIF, details of which are
disclosed in the current prospectus of FTIF (provided that such other sub-funds have obtained
recognition for marketing in the applicable jurisdiction), free from any charge until 29 January 2015
at 5.00 p.m. (Luxembourg time).

It is not expected that the Receiving Sub-Fund's portfolio be rebalanced in the context of the merger
and that the merger entail a dilution for the existing shareholders of the Receiving Sub-Fund.

Please find hereafter the comparison of the impact in terms of expenses between the Merging Sub-
Fund and the Receiving Sub-Fund:

Franklin Mufual Euroland Fund | Franklin Mutual European Fund
Share Class Alacc)EUR N(acc)EUR A(acc)EUR | N(acc)EUR
Initial Charge Up to 5.75% Up to 3.00% | Upto 5.75% Up to 3.00%
Investment Management Fees 1.00% ~1.00% 1.00% 1.00%
Management Company Fee 0.20% 0.20% 0.20% 0.20%
Maintenance Fee 0.50% 1.25% 0.50% 1.25%
Other Fees (including
Custodian Fee) 0.19% 0.12% 0.12%
Total Expense Ratio
(Annualised total expenses

based on month end charges at
30™ November 2014)

3. Comparison between the Merging Sub-Fund and the Receiving Sub-Fund
The differences between the Merging Sub-Fund and the Receiving Sub-Fund are detailed below.

The Merging Sub-Fund and the Receiving Sub-Fund have similar investment objectives and have been
managed in a similar manner by the same portfolio management team.

The Merging Sub-Fund and the Receiving Sub-Fund both invest principally in securities of issuers in
Western Europe. The Merging Sub-Fund principally invests in securities of issuers incorporated or
having their principal activities in Euroland countries (i.e. the member states of the European
Monetary Union). The Receiving Sub-Fund principally invests in securities of issuers incorporated or
having their principal activities in European countries (i.e. all of the countries that are members of the
European Union, Eastern and Western Europe and those regions of Russia and the former Soviet
Union that are considered part of Europe).

As at end August 2014, the lists of securities held by both sub-funds were very similar. The Merging
Sub-Fund and Receiving Sub-Fund had 40 securities in common. The Merging Sub-Fund held five
unique securities relative to the Receiving Sub-Fund. The Receiving Sub-Fund held 29 unique



securities relative to the Merging Sub-Fund. Based on the geographic parameters of the two
investment strategies, the primary difference between the Merging Sub-Fund and the Receiving Sub-
Fund is the higher percentage of assets invested in the United Kingdom for the Receiving Sub-Fund.
This difference is off-set by higher weights in select EMU member countries for the Merging Sub-
Fund.

Fees and charges do not vary significantly between the two sub-funds and total expense ratios for
equivalent classes in each sub-fund have been similar in recent years. Therefore it is anticipated that
there will be limited, if any, change for shareholders in the Merging Sub-Fund who transfer their

existing holding to the Receiving Sub- Fund as a result of the merger.

For a complete description of the respective investment objectives and policies and related risks,
please refer to the prospectus of FTIF and the Key Investor Information Documents ("KIIDs ").

4. Merger Procedure

Upon the approval by the Board of Directors of FTIF, the merger will become effective as of 6
February 2015 at midnight (Luxembourg time) (the "Effective Date").

Upon the Effective Date, the Merging Sub-Fund will transfer all its assets and liabilities (the "Assets™)
to the Receiving Sub-Fund (as detailed below).

5. Costs of the Merger

The expenses incurred in the merger, including legal, accounting, custody and other administrative
will be borne by Franklin Templeton International Services S.4 r.l., the management company of FTIF.

6. Taximpact

The merger will not subject the Merging Sub-Fund, the Receiving Sub-Fund or FTIF to taxation in
Luxembourg. Investors may however be subject to taxation in their tax domiciles or other
jurisdictions where they pay taxes.

Notwithstanding the above, as tax laws differ widely from country to country, investors are
advised to consult their tax advisers as to the tax implications of the Merger specific to their
individual cases.

7. Availability of Documents

The common merger proposal, the most recent prospectus of FTIF and the relevant KIIDs are
available at the registered office of FTTF, upon request, free of charge.

Upon request, copies of the report of the approved statutory auditor of FTIF relating to the merger
may be obtained free of charge at the registered office of FTIF.



Copies of material contracts of FTIF may be obtained and/or inspected free of charge at the registered
office of FTTF.

If you have any queries about the proposed merger or require any further information, please contact

Franklin Templeton International Services S.a. r.1. or your relationship manager,

On behalf of Franklin Templeton Investment Funds,

N

William Lockwood
Director
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