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In	the	realm	of	behavioral	finance,	there’s	a	concept	called	“analysis	paralysis”	that	many

investors	succumb	to.	A	daily	deluge	of	data	(often	contradictory),	news	and	investment

advice	can	cause	investors	to	sit	frozen	on	the	sidelines	or	leave	the	game	completely.

This	paralysis	causes	many	to	miss	out	on	opportunities	and	even	jeopardize	future	long-

term	goals.	Michael	Hasenstab,	who	manages	Templeton	Global	Bond	Fund	and	Templeton

Global	Total	Return	Fund,	believes	that	“doing	nothing”	is	a	big	risk	for	investors	in	2014.

He	offers	his	perspective	on	why	it’s	more	important	than	ever	to	be	nimble	and

unconstrained	when	seeking	out	potential	opportunities—and	to	not	let	market	noise	lead

to	inertia.

Active,	unconstrained	managers	were	generally	rewarded	in	2013,	and	I	think	2014	will	be

more	of	the	same	in	fixed	income.	It	is	my	conviction	one	of	the	biggest	risks	in	2014	is	to

do	nothing	and	investors	will	need	to	be	very	active.	In	2014,	we	will	need	to	be	very

aggressive	in	how	we	position	to	manage	against	interest	rate	risk.	One	of	the	primary

objectives	of	our	strategy	is	to	protect	capital	in	a	rising	rate	environment.	I	think	that	was

the	case	in	2013	and	I	think	it’ll	be	the	case	again	in	2014.

It	is	critical	not	to	get	caught	up	in	bouts	of	panic.	There	is	a	lot	of	consensus	at	the

beginning	of	this	year	that	emerging	markets	are	over,	that	there	is	a	lot	of	doom	and

gloom.	We	see	a	different	reality.	We	think	that	within	some	of	the	bearishness,	there	are

some	gems,	and	they	are	being	thrown	out	in	this	sort	of	contagion/mass	panic.	We	think

our	job	in	2014	is	to	isolate	those	specific	countries	where	we	see	opportunities,	and	to	not

get	caught	up	in	broad-based	categorizations	that	throw	out	the	baby	with	the	bathwater,

so	to	speak.	We	think	flexibility	and	an	unconstrained	mandate	to	go	into	different	parts	of

the	world	is	an	advantage.
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At	the	start	of	2013,	our	goal	was	to	generate	positive	returns	in	an	environment	where

rising	interest	rates	could	prove	challenging	for	fixed	income	investors.	I	think	that	remains

essential	not	only	in	the	year	ahead,	but	as	we	look	out	over	the	next	five	years	or	so.	I

think	the	environment	could	be	very	different	than	it	has	been	over	the	last	decade.	I

believe	our	unconstrained,	global	approach	will	enable	us	to	exploit	opportunities

anywhere	in	the	world	where	they	arise,	and,	at	the	same	time,	help	us	reduce	interest

rate	risk.

An	unconstrained,	truly	global	view,	the	ability	to	be	nimble,	the	ability	to	help	reduce

interest	rate	risk	and	exploit	opportunities,	and	currencies—all	are	facets	I	think	investors

should	be	thinking	about	as	they	try	to	preserve	their	wealth	in	an	environment	where	the

US	Federal	Reserve	has	basically	brought	most	interest	rates	to	zero.	When	you	factor	in

the	impact	of	inflation,	that	means	that	even	to	preserve	one’s	wealth,	one	has	to	take

risk.	Just	sitting	on	cash	is	a	strategy	that	we	think	is	very	likely	to	lose	money.	Our	job	is

to	identify	which	risks	we	think	we’re	getting	compensated	for	and	which	risks	we	think	are

not	worth	taking.

This	approach	is	not	new	to	us.	For	two	decades,	the	Templeton	Global	Bond	team	has

been	a	pioneer	in	global	fixed	income	investing,	going	into	many	parts	of	the	world	that

others	feared	to	tread.	And	we	believe	that	will	continue	to	be	essential	in	the	next

decade,	at	the	dawn	of	what	could	be	a	new	interest	rate	paradigm.

For	timely	investing	tidbits,	follow	us	on	Twitter	@FTI_US	and	on	LinkedIn.

All	investments	involve	risks,	including	possible	loss	of	principal.	Currency	rates	may

fluctuate	significantly	over	short	periods	of	time,	and	can	reduce	returns.	Derivatives,

including	currency	management	strategies,	involve	costs	and	can	create	economic

leverage	in	the	portfolio	which	may	result	in	significant	volatility	and	cause	the	fund	to

participate	in	losses	(as	well	as	enable	gains)	on	an	amount	that	exceeds	the	fund’s	initial

investment.	The	fund	may	not	achieve	the	anticipated	benefits,	and	may	realize	losses

http://twitter.com/FTI_US
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when	a	counterparty	fails	to	perform	as	promised.	Foreign	securities	involve	special	risks,

including	currency	fluctuations	and	economic	and	political	uncertainties.	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.	Investments	in

lower-rated	bonds	include	higher	risk	of	default	and	loss	of	principal.	Changes	in	interest

rates	will	affect	the	value	of	the	fund’s	portfolio	and	its	share	price	and	yield.	Bond	prices

generally	move	in	the	opposite	direction	of	interest	rates.	As	the	prices	of	bonds	in	the

fund	adjust	to	a	rise	in	interest	rates,	the	fund’s	share	price	may	decline.	The	fund	is	also

non-diversified,	which	involves	the	risk	of	greater	price	fluctuation	than	a	more	diversified

portfolio.	Changes	in	the	financial	strength	of	a	bond	issuer	or	in	a	bond’s	credit	rating	may

affect	its	value.	These	and	other	risk	considerations	are	described	in	the	Templeton	Global

Bond	Fund’s	prospectus.

All	investments	involve	risks,	including	possible	loss	of	principal.	Currency	rates	may

fluctuate	significantly	over	short	periods	of	time,	and	can	reduce	returns.	Derivatives,

including	currency	management	strategies,	involve	costs	and	can	create	economic

leverage	in	the	portfolio	which	may	result	in	significant	volatility	and	cause	the	fund	to

participate	in	losses	(as	well	as	enable	gains)	on	an	amount	that	exceeds	the	fund’s	initial

investment.	The	fund	may	not	achieve	the	anticipated	benefits,	and	may	realize	losses

when	a	counterparty	fails	to	perform	as	promised.	Foreign	securities	involve	special	risks,

including	currency	fluctuations	and	economic	and	political	uncertainties.	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.	Investments	in

lower-rated	bonds	include	higher	risk	of	default	and	loss	of	principal.	Changes	in	interest

rates	will	affect	the	value	of	the	fund’s	portfolio	and	its	share	price	and	yield.	Bond	prices

generally	move	in	the	opposite	direction	of	interest	rates.	As	the	prices	of	bonds	in	the

fund	adjust	to	a	rise	in	interest	rates,	the	fund’s	share	price	may	decline.	The	fund	is	non-

diversified,	which	involves	the	risk	of	greater	price	fluctuation	than	a	more	diversified

portfolio.	Changes	in	the	financial	strength	of	a	bond	issuer	or	in	a	bond’s	credit	rating	may

affect	its	value.	These	and	other	risk	considerations	are	described	in	the	Templeton	Global

Total	Return	Fund’s	prospectus.
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Important	Legal	Information
	

You	can	check	the	background	of	your	investment	professional	on	FINRA’s	 .

Links	can	take	you	to	third	party	sites/media,	directly	or	through	new	browser	windows.	We
urge	you	to	review	the	privacy,	security,	terms	of	use,	and	other	policies	of	each	site	you	visit.
You	use	any	third-party	site,	software,	and	materials	at	your	own	risk.	Franklin	Templeton	does
not	control,	adopt,	endorse	or	accept	responsibility	for	content,	tools,	products,	or	services
(including	any	software,	links,	advertising,	opinions	or	comments)	available	on	or	through	third
party	sites	or	software.

Franklin	Templeton	welcomes	your	feedback	on	this	blog.	To	keep	the	conversation	respectful
and	focused,	please	follow	our	current	Commenting	Guidelines.	We	review	comments	and
reserve	the	right	to	block	any	comment	or	commenter,	including	those	that	we	may	deem
inappropriate	or	offensive.	We	may	block	any	comment	or	commenter	whose	posts	include
investment	testimonials,	advice,	or	recommendations,	or	advertisements	for	products	or
services,	or	other	promotional	content.

Questions	or	comments	about	your	Franklin	Templeton	account	or	customer-service	issues?
Please	contact	us	directly	but	never	include	account	or	personal	financial	information	in	your
comments.

The	comments,	opinions	and	analyses	are	the	personal	views	expressed	by	the	investment
manager	and	are	intended	to	be	for	informational	purposes	and	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	information	provided	in	this	material	is	rendered	as	at	publication	date
and	may	change	without	notice	and	it	is	not	intended	as	a	complete	analysis	of	every	material
fact	regarding	any	country,	region,	market	or	investment.

Investors	should	carefully	consider	a	fund’s	investment	goals,	risks,	charges	and	expenses
before	investing.	To	obtain	a	summary	prospectus	and/or	prospectus,	which	contains	this	and
other	information,	talk	to	your	financial	advisor,	call	us	at	(800)	DIAL	BEN/342-5236	or	visit
franklintempleton.com.	Please	carefully	read	a	prospectus	before	you	invest	or	send	money.

Data	from	third	party	sources	may	have	been	used	in	the	preparation	of	this	material	and
Franklin	Templeton	Investments	(“FTI”)	has	not	independently	verified,	validated	or	audited
such	data.	FTI	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.
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