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‘‘We construct concentrated portfolios that are 
benchmark-indifferent and have a relatively 
high active share while seeking to limit the 
overlap of economic exposures among holdings 
within each portfolio as a way to manage risk.”

DON HUBER, CFA 
Senior Vice President and Portfolio Manager
Franklin Equity Group
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HIGH-QUALITY, SUSTAINABLE GROWTH  
FOR THE LONGER TERM

The COVID-19 pandemic and economic crisis has produced many winners 
and losers. Some companies and entire sectors have been hit hard, while 
others have proven resilient. While no one could see the virus coming, some 
portfolios were better prepared to weather such a market shock than others.

Typically, during downturns, higher growth companies get penalised as their 
high growth forecasts take a substantial haircut. As a growth equity fund, 
we are not immune to such volatility. But it’s also why we take a prudent, 
disciplined approach to portfolio construction. We focus on investing in quality 
companies with robust balance sheets and healthy free cash flows that can 
remain resilient in challenging economic circumstances, like the lockdowns 
we’ve recently experienced. Importantly, we also seek to manage risk by 
limiting economic overlap between our holdings, so major headwinds to any 
one sector doesn’t have an outsized impact on returns. This approach served 
us well through the market turmoil in the first half of 2020, with a lesser 
drawdown and faster recovery than the index.

Amid the ongoing uncertainty, our approach remains unchanged. We are 
focused on finding high-quality companies with strong competitive advantages 
that can weather the continued economic and market volatility over the near 
term. Moreover, we believe financially strong companies can not only cope 
with the downturn, but also have the potential to gain market share from 
weaker peers. We believe such high-quality companies should be able to 
emerge from the downturn even stronger.

Finding these opportunities requires a disciplined and well-developed 
investment approach.
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Straight Talk on Franklin Global 
Growth Fund is designed to help 
strengthen your understanding of 
the Fund and its strategy. On the 
following pages we’ll review:
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SEARCHING FOR GLOBAL GROWTH COMPANIES  
DOWN THE MARKET CAP SPECTRUM
 
A global portfolio has the flexibility to find attractive ideas from the largest opportunity set of 
economies which are healthy and growing. Franklin Global Growth Fund utilises a growth-
oriented, bottom-up investment approach focused on identifying high quality sustainable growth 
companies across the full global opportunity set. Growth for this strategy is not defined by an 
index, but rather by the investment team’s broad search across industries and countries for 
companies with sustainable business models and attractive free cash flow characteristics that  
it is believed will foster their ability to grow faster than their peers over a multi-year period.

Since the team are looking for companies that can continue to expand faster than the market, 
they are in many cases investing in companies that have not yet matured into mega-caps and 
have the capacity to manoeuvre more efficiently in the markets in order to grow.

WHY LOOK DOWN THE MARKET CAP SPECTRUM?

Market Capitalisation Breakdown (in $ Billions)
As of 30 June 2020

■  Franklin Global Growth Fund ■  MSCI World ex-Australia Index 
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Source: FactSet Portfolio Analysis, 30 June 2020.

• �Typically more nimble and  
focused companies with  
a unique competitive advantage

• �Possibilities for higher growth, 
earlier in the growth cycle

• �Portfolio diversification

• �Opportunity for independent 
research to add value

• �Larger opportunity set

‘‘Companies down the market cap spectrum—mid- and large-cap 
companies—have been a mainstay of our portfolios.”

JOHN REMMERT 
Senior Vice President and Portfolio Manager 
Franklin Equity Group
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A HIGH CONVICTION APPROACH TO GLOBAL  
EQUITY INVESTING

Franklin Global Growth Fund offers investors a high-conviction portfolio comprised of the most 
attractive investment opportunities located anywhere in the world. The investment team’s 
in-depth research focuses on high-quality, sustainable growth opportunities in markets and 
industries offering long-term growth.

RESEARCH-DRIVEN APPROACH RESULTS IN A CONCENTRATED, YET DIVERSIFIED PORTFOLIO

Our rigorous investment approach targets a concentrated, best ideas portfolio of approximately 
35 to 40 stocks. Our unwavering focus on what we believe to be the most attractive high-quality 
sustainable growth opportunities makes us indifferent to the underlying benchmark constituents 
during portfolio construction. 

We seek portfolio diversification and strive to maintain a reasonable level of risk by focusing  
on limiting holdings’ overlapping economic exposures, such as among competitors or those 
exposed to common growth drivers.

ROCKWELL AUTOMATION AND ZEBRA TECHNOLOGIES

Take, for instance, factory automation firm Rockwell Automation, and barcode and scanner 
technology company Zebra Technologies. On the face of it, these are two substantially different 
firms which operate in different sectors—industrials and information technology. However, they 
are both exposed to manufacturing automation. Rockwell is solely focused on the manufacturing 
of goods, while Zebra is primarily focused on distribution and automation of services. It is 
crucial, therefore, that the investment team fully understand the dynamics of the manufacturing 
process from end to end, and how this impacts our holdings. Below is a visualisation of these 
companies’ overlapping exposure.

In this approach, risk management 
becomes more forward-looking. 
Companies are dynamic and 
understanding how they are evolving 
helps to ensure that the analysts 
and portfolio managers recognise 
when a company that started off 
serving one industry begins to have 
greater exposure to an unrelated 
area that may overlap with an 
existing portfolio holding. Those 
changes naturally raise discussions 
about where the future risks to 
the portfolio may lie as businesses 
change and develop.

Exposure to Manufacturing Automation

ROCKWELL 
AUTOMATION

ZEBRA 
TECHNOLOGIES

This security information is provided in the specific context of the Franklin Global Growth Fund and its investments. It is not a recommendation to purchase, sell or hold any particular security.
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INVESTMENT STRATEGY
Franklin Global Growth Fund   

IN-DEPTH, BOTTOM-UP ANALYSIS FOCUSED ON HIGH-QUALITY, SUSTAINABLE  
GROWTH COMPANIES

We look across all industries and countries for companies with sustainable business models that 
meet our growth, quality and valuation criteria. We seek specific attributes that we believe have 
the potential to translate into viable long-term growth, including attractive free cash flow 
characteristics, solid return on equity, proven management attuned to creating shareholder value 
and an industry or competitive environment that should help enable superior growth. Finally, we 
seek to buy companies that our analysis indicates are well priced, utilising a consistent valuation 
approach across sectors.

DEMONSTRATED LONG-TERM FOCUS

We assume a long-term perspective, researching stocks that we believe we can hold for three-  
to five-year periods as a company executes its growth model. As long-term investors with  
an emphasis on bottom-up research, we view short-term inefficiencies in the market as potential 
opportunities to purchase fundamentally sound companies that meet our investment criteria. 
Our approach is built on the belief that independent and in-depth research is vital to finding 
these opportunities.

• �Concentrated portfolio 
of approximately  
35–40 holdings

• �Benchmark indifferent

• �Investment horizon  
of 3 to 5 years

• �Typical holding period  
of 4+ years

• �Select companies whose 
earning streams are not 
highly correlated

• �Has typically resulted  
in a diversified portfolio 
across MSCI Global 
Industry Classification 
Standard (GICS) sectors 
and industries

• �Search without borders

• �Average allocation to 
emerging markets of 
less than 10%

Research-driven  
portfolio

Long-term  
investment horizon

Seek to manage risk by 
limiting economic overlap 

among holdings
Global  

opportunity set
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BOTTOM-UP STOCK SELECTION 
Franklin Global Growth Fund 

TOP TEN HOLDINGS
As of 30 June 2020

The Ten Largest Holdings represent the ten largest holdings of the fund as of the date indicated. This security information is provided in the specific context of the Franklin Global 
Growth Fund and its investments. It is not a recommendation to purchase, sell or hold any particular security. All portfolio holdings are subject to change.
Holdings of the same issuer have been combined.
The portfolio manager for the fund reserves the right to withhold release of information with respect to holdings that would otherwise be included in the top 10 holdings list.

Name of Issuer Industry Country % of Fund Total

MSCI 
World ex-
Australia 
Index % 
of Total

SVB FINANCIAL GROUP Banks United States 0.03

FLOOR & DECOR  
HOLDINGS INC

Retailing United States —

DSV PANALPINA A/S Transportation Denmark 0.06

VISA INC Software & Services United States 0.81

SALESFORCE.COM INC Software & Services United States 0.39

COSTAR GROUP INC
Commercial &  
Professional Services

United States 0.07

DANAHER CORP
Health Care Equipment & 
Services

United States 0.27

VERISK ANALYTICS INC
Commercial &  
Professional Services

United States 0.06

REGENERON 
PHARMACEUTICALS INC

Pharmaceuticals, 
Biotechnology & Life Sciences

United States 0.15

SHOPIFY INC Software & Services Canada 0.24

Total: 30.73

3.28

3.19

3.16

3.12

3.09

3.06

3.01

2.97

2.93

2.92

The Franklin Global Growth Fund is a high-conviction fund, comprised of the most attractive investment 
opportunities located anywhere in the world. Our holdings are substantially differentiated from the index, providing 
greater opportunity to add alpha over the long-term.
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CASE STUDY—MERCADOLIBRE’S EVOLUTION  
FROM eBAY TO AMAZON

MercadoLibre operates online marketplaces in over a dozen Latin American countries, with 
>90% of revenues coming from Brazil, Argentina and Mexico. By combining its online payment 
division (MercadoPago) with integrated shipping and customer loyalty promotions, MercadoLibre 
remains the dominant online marketplace in South America.

Ten years ago when investors called MercadoLibre the eBay of South America, they were halfway 
correct. CEO Marcos Galperin started the company in eBay’s image with his Stanford business 
school classmates in 1999. They’ve since transformed the company from an internet auction site 
into Latin America’s leading online marketplace on par with Amazon. 

Our investment team sees two key ingredients to MercadoLibre’s early success: 1) a heavy 
emphasis on advanced technological infrastructure and, 2) tailoring its websites and payments 
services to fit South America.

Understanding Latin America’s specific local context was key to avoiding the missteps eBay and 
Amazon made in China. In its early days, MercadoLibre gave merchants the option of listing 
products at fixed or auction prices. It quickly discovered the majority preferred fixed prices. 
MercadoLibre also changed the way merchants interacted with buyers.

Shoppers couldn’t interact directly with sellers the way eBay allowed, because MercadoLibre 
rightly understood that would likely cut it out of the transaction entirely. Instead, it developed 
Q&A message boards, which buyers found helpful. Over time, to attract more merchants to its 
busiest online marketplaces in Argentina, Brazil and Mexico, MercadoLibre developed logistical 
shipping solutions through its MercadoEnvios division, helping ensure merchant deliveries 
arrived on time for a better shopping experience.

It also generated powerful synergies through MercadoPago, a payment services division. Much 
like Alibaba’s Alipay, MercadoPago offers an escrow service for shoppers who need to fund their 
accounts with cash. Today, MercadoPago facilitates roughly 90% of the transactions across 
MercadoLibre’s online platforms. 

This security information is provided in the specific context of the Franklin Global Growth Fund and its investments. It is not a recommendation to purchase, sell or hold any particular security.



franklintempleton.com.au Franklin Global Growth Fund 7

Source: MercadoLibre company reports; March 2020.
There is no assurance that any projection, estimate or forecast will be realised.
This security information is provided in the specific context of the Franklin Global Growth Fund and its investments. It is not a recommendation to purchase, sell or hold any particular security.

CAGR: 19%
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Opportunities for Growth
Expected continued e-commerce growth in Latin America

TAILWINDS FROM COVID-19
COVID-19 has had a substantial impact on the retail sector over the last few months. Government 
lockdowns, social distancing, and closure of storefronts has accelerated the secular growth trend of  
a shift away from bricks and mortar operations to e-commerce. This has been a strong tailwind for 
MercadoLibre over the short-term, but we expect this to have a long-term impact, as customers have 
become increasingly comfortable with the online purchase process.

NEW FINANCIAL TECHNOLOGY

It’s MercadoLibre’s push into new financial technologies that holds significant promise in our 
investment team’s eyes. Half of Latin America’s population remains without bank accounts  
(or credit cards), and its economies are still largely cash-based. One side effect for cash-based 
entrepreneurs is that banks won’t issue working capital without a history of verified bank 
transactions. MercadoLibre, on the other hand, has the data to determine creditworthiness by 
tapping into its online sales history and customer reviews.

Spurned by banks, more merchants are turning to MercadoLibre for loans. For shoppers, 
MercadoLibre just launched a digital wallet that lets users earn interest on unused cash, as well  
as interest-free loans to buy products from MercadoLibre merchants. Interest-free loans offer 
tremendous value to shoppers, given high interest rates in Latin America. This ease of doing 
business also increases customer loyalty, reducing the chances of shoppers migrating to rival sites 
like Amazon. 

These new approaches to financial services are one of the reasons our investment team thinks 
MercadoLibre offers an efficient way to gain exposure to online retailing in South America. As more 
internet users migrate to online and mobile commerce in Latin America, we believe MercadoLibre 
has the opportunity to capture a majority of these shoppers.

% of Total Retail (Latam)

4.3% 4.7% 5.0% 5.2% 5.4%

% of Total Retail (USA)

12.0% 13.2% 14.4% 15.7% 17.1%
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RESULTS

For more information on Franklin Global Growth Fund, please contact Franklin Templeton 
Client Services at 1 800 613 776 or visit www.franklintempleton.com.au 

1. All performance data shown is in the Fund currency stated and net of management fees. Sales charges and other commissions, taxes and other relevant costs paid by the investor 
are not included in the calculations. The value of investments in the Fund and income received from it can go down as well as up, and investors may not get back the full amount 
invested. Past performance is not an indicator or a guarantee of future performance. Current performance may differ from figures shown. Currency fluctuations may affect the value 
of overseas investments. When investing in a fund denominated in a foreign currency, performance may also be affected by currency fluctuations. Please visit franklintempleton.com.au 
for current performance.
2. The ratings and recommendations referred to are only the opinions of the research houses and are provided for information purposes only and are not advice. All ratings and 
recommendations are subject to change without notice. They do not take into account your circumstances or needs so you should consider your circumstances and seek professional 
advice before making an investment decision. The research houses accept no liability whatsoever in connection with the ratings and recommendations, subject to law. Contact the 
relevant research house or their website for additional information, such as their Financial Services Guide. The research houses may receive a fee from Franklin Templeton to review 
Franklin Templeton funds using comprehensive criteria.
© 2020 Morningstar, Inc. All rights reserved. Neither Morningstar, nor its affiliates nor their content providers guarantee the data or content contained herein to be accurate, 
complete or timely nor will they have any liability for its use or distribution. To the extent that any of this information constitutes advice, it is general advice and has been prepared by 
Morningstar Australasia Pty Ltd ABN: 95 090 665 544, AFSL: 240892 and/or Morningstar Research Limited (subsidiaries of Morningstar, Inc.) without reference to your objectives, 
financial situation or needs. You should consider the advice in light of these matters and, if applicable, the relevant Product Disclosure Statement (in respect of Australian products) 
or Investment Statement (in respect of New Zealand products) before making any decision to invest. Neither Morningstar, nor Morningstar’s subsidiaries, nor Morningstar’s employees 
can provide you with personalised financial advice. To obtain advice tailored to your particular circumstances, please contact a professional financial adviser. Please refer to our 
Financial Services Guide (FSG) for more information www.morningstar.com.au/fsg.asp. Rating assigned November 2018.
The Zenith Investment Partners (ABN 27 103 132 672, AFS Licence 226872) (“Zenith”) rating (assigned for the Franklin Global Growth Fund as at November 2019) referred to in this 
document 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 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 objectives, 
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 usually 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  
http://www.zenithpartners.com.au/RegulatoryGuidelines.
The Lonsec Rating (assigned May 2019 for the Franklin Global Growth Fund) presented in this document is published by Lonsec Research Pty Ltd ABN 11 151 658 561 AFSL 421 445. 
The Rating is limited to “General Advice” (as defined in the Corporations Act 2001 (Cth)) and based solely on consideration of the investment merits of the financial product(s). Past 
performance information is for illustrative purposes only and is not indicative of future performance. It is not a recommendation to purchase, sell or hold Franklin Templeton 
product(s), and you should seek independent financial advice before investing in this product(s). The Rating is subject to change without notice and Lonsec assumes no obligation to 
update the relevant document(s) following publication. Lonsec receives a fee from the Fund Manager for researching the product(s) using comprehensive and objective criteria. For 
further information regarding Lonsec’s Ratings methodology, please refer to our website at: http://www.lonsecresearch.com.au/research-solutions/our-ratings.

Franklin Global 
Growth Fund 
research ratings2

Average Annual Total Returns1

As of 30 June 2020

3-Month 1-Year 3-Year 5-Year 10-Year
Since Inception 
(01/10/2008)

Franklin Global Growth Fund–W Class (Net of Fees) 16.50% 23.05% 17.69% 14.66% 14.76% 12.18%

MSCI World ex-Australia Index–NR* 5.94% 5.18% 10.76% 9.37% 12.36% 8.92%

Distribution Return 7.01% 7.40% 5.12% 6.21% 7.76% 6.69%

*Net Returns (NR) include income net of tax withholding when dividends are paid.

Performance data represents past performance, which does not guarantee future results. Periods greater than one year 
are shown as average annual total returns. Current performance may differ from figures shown. The fund’s investment 
return and principal value will change with market conditions, and you may have a gain or a loss when you sell your shares.

Morningstar Analyst Rating™



WHAT ARE THE RISKS?

All investments involve risks, including possible loss of principal. The value of investments can go down as well as 
up, and investors may not get back the full amount invested. Diversification does not guarantee profits or eliminate 
the risk of investment losses. Stock prices fluctuate, sometimes rapidly and dramatically, due to factors affecting 
individual companies, particular industries or sectors, or general market conditions. Special risks are associated with 
foreign investing, including currency fluctuations, economic instability and political developments. Investments in 
emerging markets involve heightened risks related to the same factors, in addition to those associated with these 
markets’ smaller size and lesser liquidity.

Securities mentioned do not represent all of the securities purchased, sold or recommended for clients, and the 
reader should not assume that investment in the securities listed was or will be profitable. Information is historical 
and may not reflect current or future portfolio characteristics. All portfolio holdings are subject to change.
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www.franklintempleton.com.au

Franklin Templeton Investments Australia Limited (ABN 87 006 972 247) (Australian Financial Services Licence 
Holder No. 225328) issues this publication for information purposes only and not investment or financial product 
advice. It expresses no views as to the suitability of the services or other matters described herein 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. A Product Disclosure Statement (PDS) for any Franklin Templeton funds referred  
to in this document is available from Franklin Templeton at Level 19, 101 Collins Street, Melbourne, Victoria, 3000 
or www.franklintempleton.com.au or by calling 1800 673 776. The PDS should be considered before making an 
investment decision.

Any research and analysis contained in this brochure 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. Any views expressed are the 
views of the fund manager and do not constitute investment advice. The underlying assumptions and these views are 
subject to change. Franklin Templeton accepts no liability whatsoever for any direct or indirect consequential loss 
arising from the use of this commentary or any information, opinion or estimate herein. 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 an indicator nor a guarantee of future performance. Any prediction, projection or forecast  
on the economy, stock market, bond market or the economic trends of the markets is not necessarily indicative  
of the future or likely performance.

© 2020 Franklin Templeton. All rights reserved. FTIFAU STFGG 08/20


