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2019

590,348,186 76.4 76.5
70,374,187 9.1 9.1
91,536,778 11.9 11.9
752,259,151 97.4 97.5
10,239,960 1.3 1.3
762,499,111 98.7 98.9
10,093,248 1.3 1.3
772,592,359 100.0 100.2
1,188,919 0.2 0.2

771,403,440
(86,281 ) 99.9 100.0
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2019 30
)

1 |[Taiwan Semiconductor Manufacturing Co. Ltd. 9,557,136 12,142,429 1.27 80,093,778 8.38 10. 10.4
2 |Tencent Holdings Ltd. 1,494,700 24,913,852 16.67 73,921,954 49 .46 9. 9.6
3 [Alibaba Group Holding Ltd., ADR 340,010 34,515,379 101.51 63,095,656 185.57 8. 8.2
4 |Anta Sports Products Ltd. 5,293,000 4,829,867 0.91 37,309,094 7.05 4. 4.8
5 [AIA Group Ltd. 3,234,980 14,737,017 4.56 32,966,872 10.19 4. 4.3
6 |China Petroleum & Chemical Corp., H 38,185,000 4,094,255 0.11 29,349,303 0.77 3. 3.8
7 [China Construction Bank Corp., H 29,282,272 9,901,806 0.34 25,865,786 0.88 3. 3.4
8 |Uni-President China Holdings Ltd. 24,224,700 17,886,922 0.74 22,170,247 0.92 2. 2.9

Ping An Insurance (Group) Co. of China Ltd.,
9 1,581,150 5,941,332 3.76 20,213,665 12.78 2. 2.6

A*
10 |Jiangsu Hengrui Medicine Co. Ltd., A* 2,043,743 3,948,055 1.93 19,952,205 9.76 2. 2.6
11 |Dairy Farm International Holdings Ltd. 2,225,678 936,635 0.42 17,427,059 7.83 2. 2.3
12 |China Mobile Ltd. 1,632,500 4,307,269 2.64 15,554,357 9.53 2. 2.0
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Industrial and Commercial Bank of China

13 20,157,155 9,352,388 0.46 15,133,250 0.75 2.0 2.0
Ltd., H

14 |China Merchants Bank Co. Ltd., A* 2,685,346 6,284,604 2.34 13,735,938 5.12 1.8 1.8

15 |TravelSky Technology Ltd., H 5,222,059 1,230,957 0.24 13,412,338 2.57 1.7 1.7

16 |Luxshare Precision Industry Co. Ltd., A* 2,883,700 7,833,195 2.72 11,171,025 3.87 1.4 1.4

17 |China Life Insurance Co. Ltd., H 3,942,000 10,083,445 2.56 11,154,684 2.83 1.4 1.4

18 |Kweichow Moutai Co. Ltd., A* 76,819 1,660,474 21.62 11,109,550 | 144.62 1.4 1.4

19 |PetroChina Co. Ltd., H 17,219,500 4,957,800 0.29 10,930,438 0.63 1.4 1.4

20 [Midea Group Co. Ltd., A* 1,353,016 10,583,902 7.82 10,526,962 7.78 1.4 1.4
Institutional Fiduciary Trust Money Market

21 10,239,960 10,239,960 1.00 10,239,960 1.00 1.3 1.3
Portfolio

22 [Wuliangye Yibin Co. Ltd., A* 633,200 7,332,251 11.58 9,623,655 15.20 1.2 1.2

23 [Nine Dragons Paper Holdings Ltd. 10,051,301 5,634,691 0.56 9,288,551 0.92 1.2 1.2

24 |Dongfeng Motor Group Co. Ltd., H 9,296,000 4,764,687 0.51 9,017,132 0.97 1.2 1.2

25 [Hopewell Holdings Ltd. 1,746,600 4,546,075 2.60 8,637,993 4.95 1.1 1.1
Industrial and Commercial Bank of China

26 9,578,218 5,950,836 0.62 8,262,847 0.86 1.1 1.1
Ltd., A*

27 |Bank of Ningbo Co. Ltd., A* 2,389,800 6,416,930 2.69 8,125,795 3.40 1.1 1.1

28 [CNOOC Ltd. 4,418,800 4,296,929 0.97 7,986,716 1.81 1.0 1.0

29 |[Zhejiang Huace Film & TV Co. Ltd., A* 7,305,953 13,197,312 1.81 7,734,554 1.06 1.0 1.0

30 |AVIC Jonhon Optronic Technology Co. Ltd., A* 1,237,377 6,988,983 5.65 7,643,006 6.18 1.0 1.0
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2019
( ) « D ( ) « D ( )| )
2016 12 31 655,740,596 73,344,586 654,804,783 73,239,915 19.05 2,131
2017 12 31 839,740,872 93,925,017 837,967,077 93,726,618 24.53 2,744
2018 12 31 644,663,543 72,105,617 643,787,591 72,007,642 19.01 2,126
2018 888,095,558 99,333,488 886,261,393 99,128,337 26.02 2,910
845,126,894 94,527,443 843,910,725 94,391,415 24.79 2,773
830,324,852 92,871,835 828,958,943 92,719,058 24.44 2,734
813,849,614 91,029,079 812,908,628 90,923,830 24.00 2,684
755,332,645 84,483,956 754,454,083 84,385,689 22.28 2,492
10 665,516,146 74,437,981 664,725,519 74,349,549 19.63 2,196
11 688,529,285 77,012,001 687,749,009 76,924,727 20.31 2,272
12 644,663,543 72,105,617 643,787,591 72,007,642 19.01 2,126
2019 695,146,883 77,752,179 694,007,976 77,624,792 20.50 2,293
717,396,461 80,240,794 716,438,458 80,133,642 21.16 2,367
762,726,447 85,310,953 761,755,421 85,202,344 22.51 2,518
772,313,442 86,383,258 771,403,440 86,281,475 22.79 2,549
2016 12 31  16.38 1,832
2017 12 31 21.51 2,406
2018 12 31  17.00 1,901
2016 48,622,574 9,938,154 58,560,728 1.70
2016 12 31 (5,438,435) |  (1,111,583) (6,550,017) (190)
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2017 46,756,666 11,791,853 58,548,519 1.71
2017 12 31 (5,229,733) | (1,318,919) (6,548,652) (191)
2018 71,571,314 2.11
2018 12 31 (8,005,251) (236)
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2019 30
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®
2019
038987
174,258,218 100
No.38-03
©)
2019
(Adam Julian 2012 2016
Quaife)
2002
2004 2008
FINSIA
AICD
FINSIA
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(Tek Khoan 0n)

1993
1986
MBA
(CFA)
2010
(John Goh) 2017
TAMIL
MAS
TAMIL

MAS

15

CFA

(Tom W.K. Wu)

1987

1986
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1997
(Sean Chee Hong
Chong)
2013
®)
2019
2019
2019
( )
( )
1 1991 10 16 1,420.5 21.08
2 2006 10 932.5 13.93
3 1994 20 771.4 25.37
4 1996 333.2 10.04
5 1987 26 287.6 17.16
@
Franklin Templeton Services, LLC
2,179.70 2,440 2018 12 31
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JPMorgan Chase Bank

30,173 3,750 26,068
4,105 2018 12 31

(American Stock Transfer & Trust Company, LLC)

520,587,096 58,228 2018 12 31

2013
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2018 12 31
22
38 59 131
23 103
2019 26
111.85
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(1) 2018 12 31

2018 12 31
405,245,142 45,326,669
c 539,399 60,332
639,698,089 71,550,231
¢ 539,399 60,332
38,109 4,262
3,083,902 3,083,902 344,934
504,537 56,432
799,507 89,425
644,663,543 72,105,617
676,373 75,652
88,538 9,903
76,212 8,524
34,829 3,896
875,952 97,975
643,787,591 72,007,642
362,597,096 40,556,485
281,190,495 31,451,157
643,787,591 72,007,642
33,865,484 3,787,854
19.01 2,126
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21,346,591 2,387,616
179,693 20,099
26,972 3,017
21,553,256 2,410,732
10,107,830 1,130,561
123,023 13,760
311,616 34,854
20,663 2,311
37,272 4,169
56,487 6,318
121,525 13,593
10,778,416 1,205,566
(39,310) (4,397)
10,739,106 1,201,169
10,814,150 1,209,563
54,552,617 6,101,710
(485, 350) (54,286)
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54,067,267 6,047,424
(181,187,781) (20, 265,853)
(18,785) (2,101)
(181,206,566) (20,267,954)
(127,139,299) (14,220,531)
(116,325,149) (13,010,968)

2.086,564

2,687
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2018 12 31 2017 12 31
10,814,150 1,209,563 6,493,433 726,290
54,067,267 6,047,424 48,953,550 5,475,455
(181,206,566)  (20,267,954) 190,199, 489 21,273,813
( (116,325,149)  (13,010,968) 245,646,472 27,475,558
e) (71,571,314) (8,005,251) (58,548,519) (6,548,652)
(6,283,023) (702,756) (3,935,659) (440,203)
(194,179,486)  (21,718,976) 183,162,294 20,486,703
837,967,077 93,726,618 654,804,783 73,239,915
643,787,591 72,007,642 837,967,077 93,726,618
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( )
12 31
2018 2017 2016 2015 2014
24.53 19.05 20.51 26.35 28.46
03" 0.19 0.27 0.30 0.49
(3.76) 6.98 (0.06) (2.16) 1.63
(3.44) 7.17 0.21 (1.86) 2.12
(0.21) (0.34) (0.29) (0.49) (0.02)
(1.90) (1.37) (1.41) (3.52) (4.29)
2.11) (1.71) (1.70) (4.01) (4.31)
0.03 0.02 0.03 0.03 0.08
19.01 24.53 19.05 20.51 26.35
17.00 21.51 16.38 17.81 24.04
(11.87) 42.06 1.03 (8.63) 9.74
1.33 1.36 1.35 1.36 1.35
1.33 ¢ 1.35 °© 1.35  ° 1.36 ¢ 1.35 ¢
1.30 ° 0.84 1.35 1.15 1.75
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654,805 713,772 925,020
46.85 71.98 21.58
0.07
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1940
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NASDAQ

(0TC)
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oTC

VC

Templeton China
Opportunities Fund, Ltd.

2018 12 31
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2018 12 31 148,486,985
23.1

QFIHI
Templeton Investment Counsel, LLC
TIC

50 U.S.GAAP
2018 12 31

U.S. GAAP
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U.S. GAAP
g.
2017 12 31
................................. $(11,792,853)
................................. (46,756, 666)
2017 12 31 4,154,715
2.
2018 12 31 100,000,000 0.01 2018 12 31
2017 12 31
9,273,843
2018 12 31 2017 12 31
292,742 6,283,023 209,534 3,935,659
13.89 12.98
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Franklin Resources, Inc.
Franklin Templeton

Templeton Asset Management Ltd. TAML
Templeton Investment Counsel, LLC TIC
Franklin Templeton Services, LLC FT
a.
TAML
1.250 10
1.200 10 50
1.150 50 100
1.100 100 150
1.050 150 200
1.000 200
TAML TIC QFII
TAML
2018 12 31
1.250
b.
TAML FT

TAML
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C.
2018 12 31
) (
)
Institutional
Fiduciary Trust
Money Market
Portfolio, 1.99% 1,822,947 99,873,345 (101,156,893) 539,399 539,399 179,693
4.
2018 12 31
5.
2018 12 31 2017 12 31
2018 2017
7,582,482 11,791,853
63,988,832 46,756,666
71,571,314 58,548,519
2018 12 31 )
407,235,316
299,416,380
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233,002,172

10,209,190

37,496,754

47,705,944

179,839,919

QFII

83/145



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(eossLs)
OOoooooooooooOooao

2018 12 31
1 2 3
a
................................. $3,871,801 $1,252,368 $— $5,124,169
634,573,920 — — 634,573,920
.............................. 539,399 — — 539,399
$638,985,120 $1,252,368 $— $640,237,488
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2018 12 31
99.3
0.4
2 Fuyao Glass Industry Group Co. Ltd., 447,456 1,481,870
Weifu High-Technology Co. Ltd., 566,721 979,938
b Xinchen China Power Holdings Ltd. 1,900,000 105,549
2,567,357
2.5
Chongging Changan Automobile Co. Ltd., 5,357,619 2,387,854
Dongfeng Motor Group Co. Ltd., 9,654,000 8,753,387
Jiangling Motors Corp. Ltd., 4,836,708 4,848,753
15,989,994
9.3
% Bank of Ningbo Co. Ltd., 480,000 1,131,875
China Construction Bank Corp., 28,282,272 23,332,287

2 China Merchants Bank Co. Ltd., 3,890,746 14,254,096

? Industrial and Commercial Bank of China Ltd., 8,958,218 6,889,434
Industrial and Commercial Bank of China Ltd., 20,157,155 14,389,694
59,997,386
1.9

2 kweichow Moutai Co. Ltd., 80,819 6,932,328
2 Wuliangye Yibin Co. Ltd., 717,600 5,308,060
12,240,388

0.9
China Everbright Ltd. 1,220,000 2,162,518
4 GF Securities Co. Ltd., 2,022,735 3,728,761
5,891,279

0.2
460,000 527,644

2 Hytera Communications Corp. Ltd.,
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% Shenzhen Sunway Communication Co. Ltd., 204,000 640,901

1,168,545

0.0 ¥
Asia Cement China Holdings Corp. 208,629 146,271
0.9
CK Infrastructure Holdings Ltd. 750,600 5,684,258
1.4

? Guoxuan High-Tech Co. Ltd., 205,900 346,035
% Luxshare Precision Industry Co. Ltd., 4,292,700 8,774,495

9,120,530

2.5

& AVIC Jonhon Optronic Technology Co. Ltd., 1,237,377 6,058,713
Flytech Technology Co. Ltd. 405,000 900,088
8 Hangzhou Hikvision Digital Technology Co. Ltd., 1,422,300 5,326,517
2 Leyard Optoelectronic Co. Ltd., 3,288,800 3,676,801

15,962,119

1.8
% Ciwen Media Co. Ltd., 137,620 180,466
Poly Culture Group Corp. Ltd., 1,083,500 1,414,133
% Tencent Music Entertainment Group, ADR 395 5,222
 Wiuhu Shunrong Sangi Interactive Entertainment Network 368,300 505,452
Technology Co. Ltd.,

% Zhejiang Huace Film & TV Co. Ltd., 7,305,953 9,516,804

11,622,077

3.3

Beijing Jingkelong Co. Ltd., 4,005,929 777,602
Dairy Farm International Holdings Ltd. 2,246,478 20,330,626

21,108,228

4.4

# Henan Shuanghui Investment & Development Co. Ltd., 1,437,446 4,929,760
Uni-President China Holdings Ltd. 24,224,700 21,036,710
Uni-President Enterprises Corp. 1,181,831 2,696,075

28,662,545
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1.0
Ginko International Co. Ltd. 924,000 6,387,097

1.8
% China National Accord Medicines Corp. Ltd., 671,601 4,046,107
8 Huadong Medicine Co. Ltd., 918,902 3,534,804
Sinopharm Group Co. Ltd., 882,000 3,705,740
11,286,651
0.3
2 Huangshan Tourism Development Co. Ltd., 1,511,646 2,061,385
1.4
2,0 Gree Electric Appliances Inc. of Zhuhai, 343,576 1,782,689
% Midea Group Co. Ltd., 1,250,716 6,702,245
2 Qingdao Haier Co. Ltd., 399,400 804,200
9,289,134
0.3
% China Yangtze Power Co. Ltd., 747,164 1,724,935
1.7
CK Hutchison Holdings Ltd. 366,000 3,514,871
Hopewell Holdings Ltd. 1,746,600 7,672,951
11,187,822
7.1
AlA Group Ltd. 3,228,980 26,803,359
China Life Insurance Co. Ltd., 3,202,000 6,804,327
2 Ping An Insurance (Group) Co. of China Ltd., 1,456,950 11,882,662
45,490,348
10.7
® Baidu Inc., ADR 45,100 7,152,860
Tencent Holdings Ltd. 1,542,700 61,861,669
69,014,529
7.7

b Alibaba Group Holding Ltd., ADR 335,010 45,919,821

b Ctrip.com International Ltd., ADR 135,500 3,666,630
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49,586,451
) 2.1

TravelSky Technology Ltd., 5,222,059 13,371,085

1.1
% Shenzhen Inovance Technology Co. Ltd., 1,113,700 3,260,874
2 Zhengzhou Yutong Bus Co. Ltd., 2,142,802 3,691,532
6,952,406

0.8
COSCO Shipping Energy Transportation Co. Ltd., 7,754,000 3,871,801
Sinotrans Shipping Ltd. 3,645,600 1,252,368
5,124,169

7.0
China Petroleum & Chemical Corp., 38,185,000 27,259,326
CNOOC Ltd. 4,418,800 6,828,105
PetroChina Co. Ltd., 17,219,500 10,731,264
44,818,695
1.9

Nine Dragons Paper Holdings Ltd. 13,163,901 12,188,019

3.3

Jiangsu Hengrui Medicine Co. Ltd., 1,725,286 13,230,913

Kangmei Pharmaceutical Co. Ltd., 3,382,383 4,528,858
Tong Ren Tang Technologies Co. Ltd., 1,636,300 2,143,980
% Yifan Xinfu Pharmaceutical Co. Ltd., 910,200 1,415,881

21,319,632

1.3
& China Merchants Shekou Industrial Zone Holdings Co. Ltd., 640,000 1,614,305
China Overseas Land & Investment Ltd. 1,352,000 4,644,505
CK Asset Holdings Ltd. 284,000 2,078,182
8,336,992
11.3
Taiwan Semiconductor Manufacturing Co. Ltd. 9,913,136 73,059,848
0.5

1,522,000 3,321,250

% Beijing Thunisoft Corp. Ltd.,
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% BoE Technology Group Co. Ltd.,

4.8
Anta Sports Products Ltd.

1.1
COSCO Shipping Ports Ltd.

2.4
China Mobile Ltd.

405,245,142

( 539,399 ) 0.1

0.1

0.2

¢.d Institutional Fiduciary Trust Money Market Portfolio, 1.99%

405,784,541
0.
100.0
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4,227,300 1,616,311
6,411,000 30,742,998
7,066,174 6,948,412
1,632,500 15,708,943
639,698,089

539,399 539,399
640,237,488

3,550,103

643,787,591
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ADR:

0.1

©

©
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TEMPLETOMN DRAGOM FUND, IMC.

Consolidated Financial Statements

Consolidated Statement of Assets and Liabilities

Dacember 31, 2018
Assals:
Investments in securites:
Cost - Unafiliatsd Balers . .. . L e e e $406,245 142
Cost - Nor-controlled affliates (MOt 3C) . . ... .. i 539,308
Walue - Unaffiliated mauers . . e e e $539, 606,089
Walua - Mon-controlied affiliates (Moba 3C). . .. .. ... e 534,358
L 1 348,109
Forsign currancy, at valus (cost 33,083,802 .. . ...t e e e e aaas 3,083,902
Raceivablas:
Imvestmient SeCUNBE BOI0 . . . L e e e e 504,537
LI T, 507
L = = - G644, 663,543
Liabilitias:
Payabies
Managemant Te8E . . . . .. L e e e 676,373
U PEBE . . . . . . .. L L e e e e e e e 88,538
PromBemional TaBE. . . . . L e e e a2
Accrued expensasand otherliabiliias. . .. ... . ... . . e e e e e e 34,620
e T =T &75,952
Matassabs, atwalue. .. . . e $843, 787,551
Mat asaats consist of:
L= L T = T = 362,607,008
Total dSTbUEBIE SaMINGS {IOBE) . . . . . . . o e e e e e e 281,190,425
Matassabs, atwalue. .. . . e $643, 767,551
Shares OUBELANTINGD . . . . ... e 33,665,464
Nt BaEat WIS P BRIBIE. . . .. . .. ittt e e e e e e e e e F1801
Tranklinmtesmpleton.com The accompanying notes are an intagral part of these consolidated financial statements. | Annual Report 13
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TEMPLETON DRAGON FUND, INC.
CONSOLIDATED FINAMCIAL STATEMENTE

Consolidated Statement of Operations
Tor the year ended December 31, 2018

Investment income:
Dividerds: {nat of farsign Bxes
LT 1 = - L i $ 21,348,68M
Nor-controlied affliabes (NObE 30 . . . . . . e 179 B3
Interest: (ret of Toraign taxes)~
Unaffilidhsd iBEBIE . . . . . L e e e e e 5,872
Tota imeslmantinGmie . . . . . e e e e e 21,563,256
Exparses:
MEmEgEmMENt 1888 (MOt 38 . ... ... e e e e 10,107,530
Tramsfer @OaNLTaEE . . . . L L e e e e 123,023
Custodian feda (MOlE d). . . . . . L e e i 11,8168
Raparts o aharenolders . . . . L e e e 20,663
o T = o = 37,272
PR assiOnal TBeE . . . L e e e e e 56 487
Direchors’ fess Gnd BODBMEEE . . .. . ... .. .. e e e e e 121,525
L = = T 10,778,416
Expansas waivedipaid by alfiliates (MO 3] . .. . ... .. ... e e (39,310}
L 10,739,106
Matimmstmant MCOMB. . . . .. . i e e e e 10,814,150
Raalized and unrealized gains {kssas):
et realized gain {kss) from:
Irwestinients:
LI e 54,552,817
Fareign eurrency MARSECHONS. . . . .. . .. .. e i (4885,350)
L g s T - 54,067,267
Nat change in unrealized appreciation {depreciation) on:
Irwestinients:
L {181,187, 781)
Trarslation of other assats ard liabilities
dananmingtad N PG GUITBMGIEE . . . . . .. ..o\ttt ot e e e e e e e (18,785)
Mat change in unrealized appraciation (depraciation). . . . ... ... .. ... .. {181, 206, 568)
Mt realized and URPBaIZEn QAN IOBEY . . .. .. .. e e e e e e e {127,139, 200)
Matincrease [decrasse) in nat assats resuling Tom oparEbions. . . ... ... ... ... ...t e $118,325,149)
“Fomaign taxes withheld on dividamds . . .. ... ... e e 4 2,086,564
-Foreign taxes withhald onimbarest. . . . . . .. . e e 3 2,887
14 Annual Repart | The sccompanying notes are an irtegral partof these corsolidated financial statemants. franklintamplsban com
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TEMPLETON DRAGON FUND, INC.
COMSOLIDATED FINAMCIAL STATEMENTS

Consolidated Statements of Changes in Net Asset

Year Ended Decambar 31,

2018 amT
Increass (decreass) in net assots:
Oypsara tiors:
Netinvestmantinoome . .. .. e $ 10,814,150 § 6453433
Netrealizad Qain O8E) ... ... ..ttt i i e e 54,067 267 48,953,560
Net change in unrealized appreciation (depreciation). . . .. ... ... ... ... ... L. L. (161,206 568) 1080, 1060, 489
Mat increase (decraasa) in net assets resulting fom oparations . .. ... .. ... ... .. ... ... (116,325,149) 245,646,472
Cistributions to sharsholders (Note 1e] . ... ... ... ... (T1.671,314) (58,548,519)
Capital share transactions from -repurchaseof shares (Mote 2y . ... ... ... .. .. o . (6,263,023) {3,835, 650y
Mt incrasse (decraasal innistessets . ... .. L L (194,179, 468) 183,162,204
et asaats:
BeQinming O WEEE. . . . . L e e e 837 967,077 664,804,783
Emdaf yaar (NOtB 18). .. i § 643,767 581 $E3T 967,077
Tranklirtampleion.com Thie accomparying notes are an intagral part of thess consolidated financial statemants. | Annusl Report 18
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TEMPLETON DRAGON FUND, INC.

Consolidated Financial Highlights

¥ear Ended Decambear 31,

2Ma 2017 28 2015 2014

Per share operating performance
{for & share outstanding throughout the year)
Mat assat value, begirning of year . ... ... ... ... ... ... ... 24 53 319.05 $20.51 326.35 §26.46
Income fiom investment aperations:

Hatinvestment ncomea=. .. .. . ... .. ... .. ... .. DAk [ ] 0.27 030 D49

Mt raslized and unreaized gains (oeses). ... .. .......... {3.78) 8.06 {0106 (218 1.6
Total from investment operations .. ... ... ... ... ... ... .. {344y 747 0.21 [1.88) 243
Less distributions from:

Mot invesstment mEoims . .. .. ... ... {0.21) {0.34) (0.2 0.4 ()

g o s {1.90) {1.37) {1.41) [3.5%) (4.2
Total dstibubions . .. ... ... ... 241} (.71 (1.7 [4.01) {431}
Rapurchasaofsharas . . ... ... ... ... ... .. .. ... ... ... 0,03 0.02 005 .03 005
Matassat value, end ofyear. .. . ... ... ... L L. 18 32453 $18.06 32051 52635
Mancet valus, endofyearc. . .. ... .. L L $17.00 321,51 $16.38 F17.81 2404
Total refurn (hesed on market valis parshare) .. .. ... .. ... .. (11.87)% 42.06% 1.03% (5.63)% 9.74%
Ratios to average net assets
Exparses tatore waiver and payments by affliatss ... ... ... .. 1.33% 1.38% 1.35% 1.38% 1.35%
Exparaes nat of waiver and payments by affilates .. ... .. ... .. 1.33%4 1.35%s 1. 35K 1.36%d 1.35%4
Matimestmentincoms . ... .. L Lo 1.34 %k 0EA% 1.36% 1.15% 1.76%
Supplemental data
Mat assats, endofyear (0O0's). . ... ... ... ... .. ... ... $843, 788 3837267 $a5d 806 $T3,TT2 925,020
Portiliotumonerrats .. ... .. L 14.06% 50.803% A6 a5%1 T1.88%F 2. 56801

"Based on ge dady shares outsbanding

Ehzt irvesiment income per share includes approaimately $0.07 per sheve relofed fo income: reczived in the form of 2 apecinl dividend in connection with carain Fund
holdings Excuding this amourt, the ratio of ret invesiment income to suersge ned nesets would heve been 1.05%.

*3azed on the |zt 3ale on the New York Stock Exchange.

¥Banedt of waiuer and payments by sfiistes rounds fo le=s Han 0.0 1%

*Benedt of expense reducion rounds fo less e 0.071%.

Excludes fre valee of porfolo secdies ssmodsted with intercompany tran=aciions.

] Annual Repart | The accompanying notes are an intsgral partof these consclidatsd financial statemants. franklintamplatan com
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TEMPLETON DRAGON FUND, INC.

Motes to Consolidated Financial Statements

1. Organization and Significant Accounting
Policies

Templeton Dragon Fund, Inc. (Fund) is registered under the
Investment Compamy Act of 1940 (1940 Act) as a closed-end
management investment comparny and applies the specialized
accounting and reporting guidance in U.8. Generally Accepted
Accounting Principles (L8, GAAF).

The following summarizes the Fund’s significant accounting
policies.

a. Fimancial Instrument ¥Valuation

The Fund’s imvestments in financial instruments are carded at
fairvalue daily. Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an orderly
trarsaction between market participants on the measurement
date. The Fund calculates the net asset valua (WAW) per sham
each business day as of 4 p.m. Hastern time or the regularly
scheduled close of the New York Stock Exchangs (MY SH),
whichewer is earlier. Under compliance policies and procedures
approved by the Fund's Board of Directors (the Board), the
Fund’s administrator has responsibility for oversight of
valation, inchading leading the croas-functional ¥Waliation
Committes (V). The Fund may utilize independent pricing
services, quotations from securities and financial instrument
dealers, and ofher market sources to determine fair value.

Bquity securities listed on an exchange or on the NASDAQ
Mational Market Systermn are valued at the last quoted sale price
ar the official closing price of the day, reapectively. Foreign
equity securities are valued as of the close of trading on the
fiorei gn stock exchange on which the security is primarily
traded, or as of 4 p.m. Eastern time. The value is then comverted
into its LL8. dollar equivalent at the foreign exchange rate in
effect at 4 p.m. Eastemn time on the day that the value of the
security is determined. Over-the-counter (OTC) securities are
valued within the range of the most recent quoted bid and ask
prices. Securities that trade in multiple markets or on mmaltiple
exchanges are valued according to the broadest and most
representative market. Certain equity securities are valued basad
upon fundamental characteristics or relationships to similar
securities,

Investments in open-end mutual funds are valued at the closing
NAV.

16 Annual Report
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The Pund has procedures to determine the fair value of financial
instruments for which market prices are not reliable or readily
available. Under thess procedures, the Fund primarily employ s
a market-based approach which may use related or comparabla
assets or liabilities, recent transactions, market multiples, book
valuea, and other relevant information for the investment to
determine the fair value of the investment An income-basad
valuation approach may also be used in which the anficipated
firture cash flows of the imvestment are discounted to calculate
fair value. Discounts may also be applied dus to the mature or
duration of any restrictions on the dispesition of the
investments. Due to the inherent uncertainty of valiations of
such investments, the fair values may differ significantly from
the walues that would hawe been used had an active market
eisted.

Trading in securities on foreign securities stock exchangas and
OTC markets may be completed before 4 p.m. Eastern time. In
additicon, trading in certain foreign markets may not take place
on every Fund’s business day. Occasiomally, events oocur
between the time at which trading in a foreign security is
completed and 4 p.m. Eastern time that might call into question.
the reliability of the value of a portfiolio security held by the
Fund. A= a resuli, differences may arise between the value of
the Fund's portfolio securities as determined &t the foreign
market close and the latest indications of value at 4 p.m. Bastern
time. In order to minimize the potential for these differences,
the ¥V C monitors price movernents follow ing the closs of
trading in foreign stock markets through a series of country
specific market prox ies (such as baskets of American
Depogitary Receipts, fitures contracts and exchange traded
fiunds). Thess price movements ars measured against
eatablished trigger thresholds for each specific market proxy to
asgist in determining if an event has occurred that may call info
question the reliability of the vahies of the foreign securities
held by the Fund. If such an event occurs, the securitiea may ba
valued using fair value procedures, which may include the use
of independent pricing searvices.

‘When the last day of the reporting period is a non-business day,
certain foreign markets may be open on those days that the
Fund’s NAV is not calculated, which could resuli in dif ferences
between the vahie of the Funds portfolio securities an the last
tusiness day and the last calendar day of the reporting period.
Amy significant securify valuation changes due to an open
foreign market are adjusted and reflected by the Fund for

franiklintamplaton. com
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k. Foreign Currency Translation

Portfolio securities and ofher assets and linbilities denominated
in foreign currencies are translated into 7.8, dollars based on
the exchange rate of such currencies against U8, dollars on the
date of valuation. The Pund may enter into foreign currency
exchange contracts to facilitate transactions denominated in a
fiorei gn currency. Purchases and sales of securities, income and
expenss iterns denominated in foreign currencies are tramslated
into LTS, dollars at the exchange rate in effect on the tramsaction
date. Portfolio sscurities and assets and lisbilitiss denominated
in foreign currencies contain risks that those currencies will
decline in valee relative to the TLE. dollar. Occasionally, events
may impact the availability or relisbility of foreign exchangs
rates used to comvert the L1, dollar equivalent value. If such an
event occurs, the foreign exchange rate will be valued at fair
value using procedures established and approved by the Board.

The Fund does not saparataly report the effect of changes in
fiorei gn exchange rates from changes in market prices on
securities held. Such changes are inchaded in net realized and
unrealized gain or loss from investments in the Consolidated
Sterternent of Crperations,

Realized foreign exchange gains or losses arise from sales of
fiorei gn currencies, currency gains or losses realized between the
trade and seftlement dates on securities transactions and the
difference between the recorded amounts of dividends, inferest,
and foreign wifhholding taes and the TLE. dallar equivalent of
the amounts actually recaived or paid. Met unrealizad foreign
exchange gains and loases arise from changes in foreign
exchange rates on foreign denominated assets and liahilities
other than imve stments in securities held at the end of the
reporting period.

¢ Imvestments im Templeton China Opportanities Fund,
Lid {(Chima Fund)

The Fund imvests in certain China A -shares through its
irvestment in the China Fund. The China Fund is a Cayman
Islands exempted compary , and is a wholly -owned subaidiary
of the Templeton Dragon Fund, and is able to imest directly in
China A -shares consistent with the investment objective of the
Templeton Dragon Fund. At Decemnber 31, 2018, the China
Fund’s imvestments as well as amy other asssts and lisbilities of
the China Fund are reflected in the Pund s Consolidated
Staternent of Investments and Consclidated Statement of Assets
and Liahilities. The financial statements have been consolidated
and include the accounts of the Fund and the China Fund. A1l

tranklintsmplsion.com
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TEMPLETON DRAGON FUND, INC.
NOTES TO COMSOLIDATED FINAMCIAL STATEMENTS

intercompany transactions and balances have bean eliminated.
At Decamber 31, 201 8, the net assstz of the China Fund weme
E148 486,985, epresenting 23.1% of the Fund’s consolidated
net asseta.

The China Fund gains access to the A-shares market through
Templeton Imvestment Counsal, LLC (TIC), which serves as the
registerad Crualified Foreign hstitutional Irnvestor (QFIL) for the
China Fund. Imvestment decisions related to the China Fund
A-ghares are specific to the Pund and it bears the resultant
econormic and tex consequences of its holdings and transactions
in A -shares. The China Fund is subject to certain restrictions
and administrative processes relating to its ability to repatriate
cash balances, imvestment procesds, and earnings associated
with its A -shares and may incur substantial delays in gaining
access to its assets or a loss of value in the event of
noncompliance with applicable Chineses rules or requirements.

i Imcome and Deferred Taxes

It is the Fund’s policy to qualify as a regulated imvestment
compary under the Intermal Revermse Code. The Fund intends to
distribute to shareholders substantially all of its taxable income
and net realized gaing to ralieve it from federal income and
ecise tames. As a result, no provision for ULS. federal income
tames is required.

The Fund may be subject to foreign temation relafed to income
received, capital gaing on the sale of securities and certain
foreign currency transactions in the foreign jurisdictions in
which it invests. Foreign tames, if any, are recorded based on the
tam regulations and rates that exist in the foreign markets in
which the Pund invests. When a capital gain fax is determined
1o apply , the Fund records an estimated deferred tax liability in
an amount that would be payable if the securities were disposed
of on the valuation date.

The Pund may recognize an income tax Liability related to its
uncertain tax positions under U.8. GA AP when the uncartain
ta position has a less than 5094 probability that it will be
sustained uwpon examination by the tax authorities based on its
technical merits. As of December 31, 2018, the Fund has
determined that no tax liability is required in its consolidated
financial statements ralated to uncertain tax positions for amy
open tax years (or expected to be taken in firture tax years).
‘Open tax years are thoss that remain subject to examination and
are based on the statute of limitations in each jurisdiction in
which the Fund invests.

Annual Rapart 17

96/145



TEMPLETON DRAGON FUND, INC.

NOTES TO COMEOLIDATED FINAMCIAL STATEMEMTS

1. Organization and Significant Accounting
Policies joontinued)

e Security Tramsactions, Iovestment Income, Ex penses and
Distribatisns

Sacurity trareactions are accounted for on trade date. Realized
gains and losses on security trarsactions are determined on a
specific idenfification basizs. Inferest income and estimated
expensas are accrued daily. Dividend income is recorded on the
ex-dividend date except for certain dividends from securities
where the dividend rate i= not available. In such cases, the
dividend iz recorded as soon as the information is received by
the Fund. Distributions to shareholders are recarded on the
ex-dividend date. Distributable eamings are determined
according fo income fax regulations (tax basiz) and may differ
from eamings recorded in accordance with 1. 8. GAAP. Thess
differences may be permanent or temporary. Permanent
differences are reclassified among capital accounts to reflact
their tax character. The se reclassifications have no impact on
net aasets or the resulis of operations. Temporary differences
are not reclassified, as they may reverse in subsequent periods.*
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. Accounting Estimates

The preparation of financial statements in accordance with T.8.
GAAP requires management to make estimates and
assumptions that affect the reparted amounts of assets and
liabilities &t the date of the financial statements and the amounts
of income and experses during the reporting period. A ctual
results could differ from those estimates.

g Guarantess and Indemnifications

Under the Fund’s erganizational documents, its officers and
directors are indemnified by the Fund against certain liabilities
arising out of the performance of their duties to the Fund.
Additionally, in the normal course of business, the Fund enters
into comtracts with service providers that confain general
indemnification clauses. The Fund’s maximmm exposure under
these arrangements is unknown as this would imvobre fiture
claims that may be made against the Fund that have not yet
oceurred. Currenily, the Fund expects the risk of loss o be
Temote.

*Hffective during the current reporting period, it is no longer required to present certain line items in the Consolidated Statements of
Changes in Net Asseis. The below prior period amounts affacted by this change are shown as they were in the prior year

Consolidated Statements of Changes in Met A asets.

Fuor the year ended December 31, 2017, distributions to shareholders were as follows:

Nt imestmantinooms. . ... ... L
Natraglized gaing .. ...........oueinnnennnnn

$(11,751 853}
{48,758, 868)

Faor the year ended December 31, 2017, undistributed net investment income inchided in net assats was 34,154,715,

2. Capital Stock

At December 31, 2018, there were 100 million shares authorized ($0.01 par value). During the years ended December 31, 201 8 and
December 31,2017 there were no shares issued; all reimvested distributions were satisfied with previously issued shares purchased
in the open market.

Under the Board approved opern-market share repurchase program, the Fund may purchase, from time fo time, Fund shares in
open-market transactions, af the discretion of management. Since the inception of the program, the Fund has repurchasad a total of
9273843 shares. Transactions in the Fund’s shares were as follows:

Year Ended December 31,

2018 2T
Shares Amount Shares Amount
SNAPSS MBPUIERAEAN . . . . .. ... 203742 $6,283,003 200534  $3,93585
Weightad sverage discount of market prics to net asset valus of shares
POPUIENESEO. . . . . ... 13.86% 12.96%
18 Annual Report franiklintamplaton. com
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TEMPLETON DRAGON FUND, INC.
NOTES TO COMSOLIDATED FINAMCIAL STATEMENTS

3. Transactions with Affiliates

Franklin Resources, Inc. is the holding company for various subsidiaries that together are referred to as Franklin Templeton. Cartain
officers and directors of the Fund are also officers, and/or directors of the following subsidiaries:

S bsidiary Afiliation
Templeton Asset Managemeant Lid. (TAML) Investrment manager
Templaton Imsestmeant Course, LLS (TIC) I nvestment managar

Franklin Templeion Sarvices, LLC (FT Services)  Administrative manager

a. Management Fees
The Fund pays an investment management fae to TAML based on the average weekly net assets of the Fund as foll ows:

Annualized Fee Rate Met Assets

1.250% Up to and including $1 bilion

1.200% Onar §1 bilion, up o and including 35 billion
11600 Onar §5 bilion, up o and including 310 bilion
1.100% Owar §10 billion, up to and including $15 bilion
10600 Owar §15 billion, up to and including $20 bilion
10008 In excess of $20 billion

Under an agreament with TAML, TIC is paid a fee for serving as the QFII for the China Fund. The fee is paid by TAML and is not
an additional expense of the Pund.

For the year ended December 31, 2018, the gross effective imvestment maragament fee rate was 1.250% of the Fund®s average
weaakly net assels.

b Administrative Fees

Under an agreement with TAML, FT Sarvices provides administrative services to the Fund. The fee is paid by TAML based on the
Fund’s average weelkly net assets, and is not an additional expense of the Fund.

¢ Imvestments in Affilliated Management Investment Companies

The Fund invests in one or more affilisted management investment companies for purposes other than exercising a controlling
influence over the management or policies. Managament fees paid by the Fund are waived on assets invested in the affiliated
management investment companies, as noted in the Consolidated Statement of Operations, in an amount not to excead the
management and administrative fees paid directly or indirectly by each affiliate. During the year ended December 31, 2018, the
Fund held investments in affiliated management imrestment companies as follows:

Humber of Mumber of Het Change in
Shares Held Shares Walue Realized Unrealized
at Beginnirg Gross Gross  Held 2t End atEnd  Dividend Gain  Appreciation
afYear  Additions Reductions of Year of Year  Imcome [Lesxz)  (Depreciation)
Moe-Controlled Affilistes

Inskhuticnal Fiduciary Trest Money Market
Poftioho 198% . .. ... ............. 1822847 995735 (100 155, 653) 539309 §539380  §i79,6M3 i — j —
Tranklirampleion.com Arnual Raport 19
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TEMPLETON DRAGON FUND, INC.
NOTES TO COMEOLIDATED FINAMCIAL STATEMEMTS

4, Expense Offset Arrangement

The Fund has enfered into an arrangement with its custodian whereby credits realized as a resuli of uninvested cash balances are
used to reduce a portion of the Fund’s custodian expenses. During the year ended December 31, 201 8, there were no credits earned.

5. Income Taxas

The tax character of distributions paid during the years ended December 31, 2018 and 2017, was as follows:

018 2017
Distributions paid from:
Oinary NEOMB. . . ... ... ... § 7582482  $11,791,653
Long term capital gain. . .. .. ... ... ... ... ... ... 63,006,692 46,756,668

71,571,314  $56,545,519

At December 31,2018, the cost of investrents, net unrealized appreciation (depreciation), undistributed crdinary income and
undistributed long term capital gains for income tax purposes were as follows:

Costof imeestmeants . . ... ... ... ... oL 407,235,316
Unrealizad appraciation . . ... ... ... ... ... .... %200 418,380
Unrealzed dapreciation .. ... ... ... .. ... .. ... (68,414, 208)
Mat urradized appraciation (depreciation) . .. ... ... $233,002,172
Dislributable aarnings:

Undistributad ordinaryincoms. . .. ... ... ... . ... 3 10,208,180
Undistibutad long tarm capital gains .. .. ... ... ... 37,498,754
Total distibulable eamings . . . ... ... .. ... ... ... 3 47,706,844

Differences betw een income andfor capital gains as determined on a book basis and a tax basis are primarily due to differing
treatment of imvestments in the China Fund.

6. Investment Transactions

Purchases and sales of investments (exchiding short term securities) for the year ended December 31, 2018, ageregated
111,371,851 and 3179 239,919, respectively.

7. Concentration of Risk

Investing in foreign securities may inchide cerfain risks and considerations not typically associated with investing in 1.8, securities,
such as fluchating currency values and changing local and regional economic, political and secial conditions, which may result in
greater market volatility. Cumrent political and financial uncertainty sumrounding the European Ulnion may increase market volatility
and the economic risk of imvesting in sscurities in Burope. In addition, certain foreign securities may not be as liquid as LLS.
securities.

Investing in China A -shares may inchade certain risks and considerations not typically associated with investing in U8, securities.
In general, A-shares are issued by companies incorporated in the People®s Republic of China (PRC) and listed on the Shanghai and
Shenzhen Stock Exchanges and available for imvestment by domestic (Chinese) imvestars and holders of a QFII license and, in the
case of certain eligible A -shares, through the Shanghai and Shenzhen Stock Connect programs. The Shanghai and Shenzhen Stock
Bxchanges are, however, substantially amaller, leas liquid and mare volatile than the major securities marketa in the United Btates.

20 Annual Report franiklintamplaton. com
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TEMPLETON DRAGON FUND, INC.

NOTES TO COMSOLIDATED FINAMCIAL STATEMENTS

8. Fair Value Measurements

The Fund follows a fair value hierarchy that distinguishes between mardet daia obiained from independent sources (observable
inputs) and the Fund®s own market assamptions (unobservable inputs). These inputs are used in determining the value of the Fund's

financial instruments and are summarized in the following fair value hierarchy:

* Lewvel | — quoted prices in active markets for identical financial instruments

+ Lewvel 2 — other significant observable inputs (including quoted prices for similar financial instruments, interest rates,

‘prepayment speed, credit risk, etc.)

* Lewvel 3 — significant unobservable inputs (inchiding the Fund®s own assumptions in detenmining the fair value of financial

instruments)

The input levels are not necessarily an indication of the risk or liquidity associated with financial instruments at that lewvel.

A summary of inputs used a8 of Decambar 31, 201 &, in valuing the Fund’s assets carred at fair value, is as follows:

Level 1
Aspats:
Investments in Securitiess
Equity Invsstmants:
Marine. ........ ... ... L ] 3,871,801
All Other Equity Investments. . ... ....... .. 634,573,820
Short Tarm Investmants . .. . .............. 539,380
Total Investments in Securities .. . ... ... .. § 638,965,120
*For detnied cabegories, see the socompanying Consolidsted Statement of |

9. Subsequent Events

Lewvel 3 Total

— 3 5124163
— 634,573,820

— 3 640,237 488

The Fund has evaliated subsequent events through the izsuance of the consolidated financial staterments and determined that no

evemnts have cccumed that require disclosure.

Abbreviations
Selected Portfolio
ADR  American Dapositary Receipt

tranklintsmplsion.com
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Consolidated Statement of Investments, December 31, 2018

Commeon Stocks 99.3%
Auto Components 0.4%
= Fuyao Glass Industry Group Cou LhL, AL ... ..o e
Wity High-Technolgy Co. L., B . ..
bxinchan China Power Holdings Lid

Automobiles 2.5%

Chongging ChanganAutomobile Co. Ltd., B. ... ... ... ... .. L
Dangfang Motar Group Go b, H L. Lo
Jisngling Motors Corpe LI, B .. oL e

Banks 9.3%
*Bankof MingboCo LB, A . .. e
China Corstruction Bank Corp., H. ..o o e
*China Marchane Bank Co. LA .. .. . e
=Industrial and Commencial Bankof Chinalbd, A ... ... ... .. ... . ... ...
Indusirial and Commencial Bankof Chinalbd, H ... ... ... ... ... ... ... ...

Baverages 1.8%
“Ewsichow Moutsi Co. LEdL, A .. oL e
sWliangye Yibin Cou L, A L L. L e

‘Capital Markets 0.9%
ChinaEverbright L¥.. . . ... ... . e
=GF Securities Co. Lid.,

communications Equipment 0.2%
" Hytera Communications Corp L0, A .. .. oot e e e e e
sSherzhan Surmwey Communicaion Co L, AL . ... ...l

Construction Materials 0.076
Asia Cemant China HOOINGE COMD.. . .. .. ... ...
Electric Utilitiss 0.9%

CK Infrastructure Hokdings Lo, . .. ... ... ... ... ...
Electrical Equipment 1.4%
sGuoneuan HIgR-Tech Go. L, A . .. ... .o oo
s Luxshare Precision Industry CouLhd, AL .. ... ...

Electronic Equipment, Instruments & Components 2.5%

AV Jorhon Optronic Teehnology Co. L A L. ... ... o e
Fytech TChNOIOgY 0. LE0. . . . ... oot e e e et e e e
= Hangzhow Hikision Digital Technology Cou L., AL . ... ..o oo

= Layard Optoslectonic Co Lbd., & ... .. ... ... ..

Entertainment 1.6%
sCimen Madia Co. Lt A L .. ... e
Poly Culture Group Corp LB, H. ...ttt it e it et i i i
bTencent Music Enterinment Group, ADRL . ... ... .. e
=i%uhu Shunrong Sangi Interactive Entartainmeant Metsork Technology Co. Lid, & .. ... ..

tranklintsmplsion.com
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TEMPLETON DRAGON FUND, INC.

[:EIIJI'T"Y Shares Valus
China 447456  § 1,481,870
China 565,721 979,938
China 1,800,000 105,549

2,567,367

China 5,357,812 2,387,554
China 9,654,000 8,753,367
China 4,838,708 4,248,753
15,989,234

China 480,000 1,131,875
China 28,262,272 23,332,267
China 3,800,746 14,254,008
China 8,953,218 8,580,434
China 20,157,155 14,309,604
59,957,388

China £),519 6,932,328
China 717,800 5,308,080
12,241,388

China 1,220,000 2162518
China 2,022,735 3,728,761
5,801,279

Ching 460,000 527,644
China 204,000 840,801
1,168,545

China 208,820 148,271
Hongkong 750,800 5,604,258
China 205,900 348,095
China 4,202,700 8,774,425
9,120,530

China 1,237,377 8,058,713

Taiwan 405,000 200,083
China 1,422,300 5326517
China 3,268,800 3,678,801

15,062,119

China 137,820 180,468
China 1,083,500 1,414,133
Ching 35 522
China 363,300 505,452
Annual Rapart g



TEMPLETON DRAGON FUND, INC.
CONSOLIDATED STATEMENT OF INVESTMENTS

Common Stocks (continued)
Entertainment (cantinusad)

sZhajang Huace FIm & TV Cou L, A .. .. ... oL

Food & Staples Retailing 3.3%

Beding Jngkslong Co L, H. .. ..o
Dairy Farm Intsrnational Holdings L. . .. ... ... ... ... ... ...

Food Products 4.4%

=Hanan SﬂLEI'Ig"IlH Irrvesstment & Mﬂmﬂﬂ[ Colbd, A ...
Uni-President China Hallings LI .. .. .. ....... . ... ... ...l
Uni-President EFBIBHSES COMB . .. . .. .00\ttt et ettt e e e

Health Care Equipment & Supplies 1.0%

Ginko Inbarnational Coo L. . ... ...

Health Care Providers & Sarvices 1.8%

=Zhina Mational Accord Medicines Comp Lid, A. . ... ... e
*Husdong Medicina Co. LI, A .. ... ...
Simapharm Group Co L, Ho o oL

Hotels, Restaurants & Laisure 0.3%

*Huangahan Tourism Devalopmant Co. Lbd, AL ..o Lo

Househeld Durables 1.4%

=hGres Elciric Appliances ING. of ZNUNELA. . ..o v i i e
sMidea Group Co. LI, A e
singdan Haiar Coo Lbd. A L. oL e

Independant Power & Renewable Electricity Producers 0.3%

sChinaYanglze Power Co. Lbd., A ... .. ... e

Industrial Conglomerates 1.7%

CK Hutchison Holdings L. . ... ... ... ... .
Hopewsl HOINgS L. . ... ... ... ...

Insurance 7.1%

AR GIOUE LI .. L
China Life Irsurancs Go. L., Ho ... ... oo
*Ping An Insurence (Group) Co.of China L., A . .. ... ........................

Interactive Media & Sarvices 10.7%

BRI IRE., ADR . . .o et e e e e e e e
TercentHoldings L. . . ... ... ... i

Internet & Direct Marketing Retail 7. 7%

bAlibaba Group Holdng Lbd., ADR ... ..o e e e e
bCiripcom Intermational Lid, ADR ... ... ... e e

IT Services 2.1%

TravelSky Technology Lio, H ... ... ...

10 Annual Report
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country

China

China
Hong Kong

China
China
Taiwan

Taiwan

China
China
China

China

China
China
China

China
China

China
China

China

OOoooooooooooOooao

Shares WValus
TAGSE3 % 0516804
11,822,077

4,005,920 77802
2,248,478 20,330,626
21,108,228

1,457 446 4,929, TED
24,224,700 21,038,710
1,181,831 2,608,075
78,862,545

924,000 8,387,097
&71,601 4,048,107
918,902 3,634,804
862,000 3,706, T40
11,288,861

1,511,846 2,061,385
343576 1,782,669
1,260,716 8,702,245
300,400 S04, 2000
9,288,134

74T, 164 1,724,935
365,000 3,514,871
1,748,600 7,872,951
11,187,822

3,279,960 26,803,360
3,202,000 8,504,327
1,458 950 11,882,862
45,490,348

45,100 7,162,860
1,542,700 61,861,660
8,01 4,520

335,010 45,919,821
136,500 3,668,630
49,586,451

5,272,059 13,371,085
frariklintamplaton.com
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TEMPLETON DRAGON FUND, INC.
CONSOLIDATED STATEMENT OF INVESTMENTS

EEIIJI'TIF]I’ Shares WValus
Common Stocks (continued)
Machinery 1.1%
sShenzhan Inovancs Technalogy Co. L, AL ... .. ... i China 1,113,700 § 3,260,574
sZhangzhou Yubong Bus Co. LB, A . ... ... e e China 2,142,802 3,891,532
5,952,406
Marine 0.5%
COSCO Shipping Ensngy Transpartation Co. Lid, H. ... ... ... China 7,754,000 3,571,801
Sinotrans SHPENGLEL . ... ... e China 3,845,800 1,262 368
5,124,169
Oil, Gas & Consumable Fuels 7.0%
China Patrolaum & Chemical Com., H. . .. ... ... i China 38,185,000 27,250,326
L T Lo China 4,418,800 8,528,105
PEIFOCHING Co. LB, H. . ... e e China 17,218,500 10,731,264
44,518,685
Paper & Forest Products 1.8%
Hine Dragors Paper Holings Lhd. . . .. ... ... ... ... e China 13,163,901 12,188,019
Pharmaceuticals 3.3%

= Jiangsu Hangrui Madicine Cou L, & ... ..o China 1,725,286 13,230,913

sKangmei Pharmacautical Co. L, AL .. ... oo China 3,382,383 4,528,555
Torg Ren Tang Technologies Co. L, H .. ... ..o o oo China 1,638,300 2,143,980

*¥ifan Xinfu Pharmaceutical o Lbd, & . ... ... .. China 940,200 1,415,581

21,319,832
Real Estate Management & Development 1.3%

*China Marchants Shekou Industrial Zons Holdings Co L A& ... ... ... ... .. ..., China 640,000 1,61 4,306
China Cverseas Land & Imvestment Lid. .. ... ... ... ... L. China 1,352,000 4,544,505
CRAsset HOMINgs L. . ... ... .. HongKong 284,000 2,078,182

8,336,350
Semiconductors & Semiconductor Equl prnant 11.3%
Taiwan Semiconductor Manufachuring Co.Lbd. . ... ..o Taiwan 9,913,136 73,059,548
Software 0.5%

*Bafing TRUNISOM Corp. LB, A .. ..o oottt e e e e China 1,522,000 3,321,250
Technology Hardware, Storage & Peripherals 0.2%

*BOE Tachnology Group Co. L., A ... ..o e China 4,227,300 1,616,311
Textiles, Appanel & Luury Goods 4.6%

Anta Sports Produc LI .. ... ... China 6,411,000 30,742, 958
Transportation Infrastructure 1.1%
COSCO SNIpPIng Parts L. ... ... ..o e e China 7,068,174 5,948,412
Wireless Telacommunication Services 2.4%
ChINaMOBIIE LI . ... . e China 1,632,500 15,708,943
Total Common Stocks (Cost $405,245142) ... ... ... ... ... ... ..... £39,858,089
Short Term Investments (Cost $539,399) 0.1%
Money Market Funds 0.1%
=dinstitutional Fiduciary Trust Money Markst Porffalio, 1989 ... ... .. ... ... ... .. United States 539,380 539,354
Total Investments (Cost $405,784.541)99.4% . .. ... ... ... ... ..... 840,237 488
Other Assets, less Liabilities 0.6% . ............ .. ... ... ... .. 3,550,103
Met Assets 100.0% ... ... ... $843,787,551
franklints mpleion.com Arniual Rapart 11
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TEMPLETON DRAGON FUND, INC.
CONSOLIDATED STATEMENT OF INVESTMENTS

See Abbrevishions on page 21_

TRounds fo leas than 0.1% of nef assets,

"The secuity iz owned by Templeion China Opgortunibies Fend, Lid., & wholly-owned mubsidiary of #e Fund. Se= Nofe 1[c).
*Non-income producing.

3ee Mole 3c) regarding imvesimends in aflisted management imvestmenk companizs.

The rabe shows is the annuslized seven-dey effective yield at period end.

12 Annual Repart | The accompanying notes are an intsgral partof these consclidatsd financial statemants. franklintamplatan com
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(2) 2017 12 31

2017 12 31
419,148,613 46,881,772
c 1,822,947 203,897
834,789,341 93,371,188
c 1,822,947 203,897
182,996 20,468
2,383,671 2,402,304 268,698
543,284 60,766
839,740,872 93,925,017
507,647 56,780
857,229 95,881
160,667 17,971
131,267 14,682
116,985 13,085
1,773,795 198,399
837,967,077 93,726,618
368,880,119 41,259,241
4,154,715 464,705
) 416,147,018 46,546,044
() 48,785,225 5,456,627
837,967,077 93,726,618
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16,905,437 1,890,873
37,350 4,178
23,767 2,658

16,966,554 1,897,709

9,669,033 1,081,481
74,684 8,353
313,664 35,083
48,811 5,460
37,200 4,161
189,964 21,247
73,650 8,238
96,856 10,833

10,503,862 1,174,857
(8,115) (908)
(22,626) (2,531)

10,473,121 1,171,419

6,493,433 726,290
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48,643,414 5,440,766
310,136 34,689
48,953,550 5,475,455
190,182,351 21,271,896
17,138 1,917
190,199,489 21,273,813
239,153,039 26,749,267
245,646,472 27,475,558
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(

)

(

)

2017 12 31 2016 12 31

6,493,433 726,290 9,248,971 1,034,497
48,953,550 5,475,455 52,245,846 5,843,698
190,199,489 21,273,813 (54,539,194) (6,100,209)
245,646,472 27,475,558 6,955,623 777,986
(11,791,853) (1,318,919) (9,938,154) (1,111,583)
(46,756, 666) (5,229,733) (48,622,574) (5,438,435)
(58,548,519) (6,548,652) (58,560,728) (6,550,017)
(3,935,659) (440,203) (7,361,986) (823,438)
183,162,294 20,486,703 (58,967,091) (6,595,469)
654,804,783 73,239,915 713,771,874 79,835,384
837,967,077 93,726,618 654,804,783 73,239,915

4,154,715 464,705 9,139,656 1,022,271
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( )
12 31
2017 2016 2015 2014 2013
19.05 20.51 26.35 28.46 31.19
0.19 0.27 0.30 0.49 0.53
6.98 (0.06) (2.16) 1.63 (1.73)
7.17 0.21 (1.86) 2.12 (1.20)
(0.34) (0.29) (0.49) (0.02) (0.80)
(1.37) (1.41) (3.52) (4.29) 0.87)
1.71) (1.70) (4.01) (4.31) (1.67)
0.02 0.03 0.03 0.08 0.14
24.53 19.05 20.51 26.35 28.46
21.51 16.38 17.81 24.04 25.88
42.06 1.03 (8.63) 9.74 (3.07)
1.36 1.35 1.36 1.35 1.31
1.35 1.35  ° 1.36 1.35 1.31
0.84 1.35 1.15 1.75 1.74
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837,967 654,805 713,772 925,020 1,027,479

50.93 46.85 71.98 21.58 4.59

0.01

0.01

111/145



VC

1940

NYSE

VC

NASDAQ

VC

112/145

EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(eossLs)
OOoooooooooooOooao

1940

U.S. GAAP

VC

(0TC)



EDINETOOOO
OO000DO00oDOo00DOo0ooOodn(eossLs)
OOoooooooooooOooao

VC

01C

VC

Templeton China
Opportunities Fund, Ltd.

2017 12 31
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2017 12 31
220,451,473 26.3

QFII
Templeton Investment Counsel, LLC
TIC

50 U.S.GAAP
2017 12 31

U.S. GAAP
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U.S. GAAP
g.
2.
2017 12 31 100,000,000 0.01 2017 12 31
2016 12 31
8,981,101

2017 12 31 2016 12 31

209,534 3,935,659 435,156 7,361,986

12.98 14.04
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Templeton Asset Management Ltd. TAML

Templeton Investment Counsel, LLC TIC

Franklin Templeton Services, LLC FT
TAML
1.250 10
1.200 10 50
1.150 50 100
1.100 100 150
1.050 150 200
1.000 200

TAML TIC QFII

QFILI TAML

2017 12 31

1.250

TAML FT

TAML
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C.
2013 12 31 2017 12
31
) (
)
Institutional
Fiduciary Trust
Money Market
Portfolio, 0.89% 2,119,665 89,647,063 (89,943,781) 1,822,947 1,822,947 37,350 -
4,
2017 12 31
5.
2017 12 31 2016 12 31
2017 2016
11,791,853 9,938,154
46,756,666 48,622,574
58,548,519 58,560,728
2017 12 31 ()
422,596,888
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426,694,393

(12,678,993)

) 414,015,400
7,579,179
46,986,093
54,565,272
2017 12 31
386,358,482 443,088,459
300,000 10,280,630

QFII
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TEMPLETON DRAGON FUND, INC.

Consolidated Financial Statements

Consolidated Statement of Assets and Liabilities

Dacember 31, 2017
Assals:
Investments in sacurities:
Cost - Unaffiliated IBslens . . L e £419,148,6813
Cost - Mor-controlled affifates (MO AC) . ... ... e i i 1822947
Walue - Unafiliated i880EIE .. . ... .. i e i ie e e s £834, 762,34
Walua - Mon-confrolled affiligtes (Moba 3C). . . .. .. L 1822047
L L 162906
Forsign curmancy, at value (oomt 32, 388 8T 1) .. ... . e e 2,402,304
Raceivables:
LI L - L 543,264
L= = - 830, 740,872
Liabilities:
Payables:
Furd shamea rapurchasad. . . . ... . e 507847
MEMEgETIENTBEE . .. ... . i e e a e e e s asrazn
O BB . . . . L e e e e 160867
Profeasional TaBE. . . . . ... L e e e e e 131,267
Accrued expansas and other liabilities . . .. .. .o L 116865
Total Babililes . . . . . L e e e 1,773,785
Metassals, alWENE. . ... ... i e i e i 837967077
Nat assals consist of:
L= L =T 1= $368,860,119
Undistributed et investmant imoDma . . . .. ... . i 4154715
Nt unrealized appreciation (IepFesiBHON . . . . ... ... ... e e e e 416,147,018
Accumulated net realizad gain (IosE) . . . .. L. L e 48,786,225
Metassabs, atWalle. .. . . e 837967077
Shares oUbEanding . . . . ... L e e 34,158,226
Hat assatvalue PBFBNEIS. . . .. ... . .. L e e $24 53
14 Annual Report | The accompanying notes are an integral part of these corsolidatad financial statemants. Trankdintampledon.com
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TEMPLETON DEAGON FUND, INC.
CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Statement of Operations
for the year ended December 31, 2007

Investment income:
Dividends: {nat of farsign Bxes
UnaffiliEhsd ImlBrs . . . . L e e e e e e $ 16,905437
Mor-controlied affliabes (MOtE 3G . . . .. . e 37,350
Interest: {net of foraign taxes)~
L 1T = 23, 76T
Total imvestmantimoOmiB . . . .. . e e e e i 16,966,554
Exparses:
MEMAgEMENt T888 (MO 38 . . . . ... . e e e e e e e e 9,668,033
L= L= = T T 74,664
Custodian fesds (MOtB 4) . .. ... e e e e a e r e e e 3664
Raparts o 8RarenOBBIE . | . L e e e e 448,811
Ragistration and TN 888 . . . . . ... .. ... e e e ae e 37200
PO aBEOnal B, . . . . L i e e e 168,964
Direchors’ fesas and SBPESEE . . . .. . .. . L e e e e e e 73,660
L - 96,856
Tolal @MPEIEEE . . . .. ... L e e e 10,503,862
Expanss reductions (MO ). . . .. ... e e e e (8,115
Expansas waivadipaid by alliates (MoE 3C). . ... ... ... e e (22B26)
Mat @mpansds . . . .. L L e e e e e e 10,473,121
Mat imsamant IRCOmIE . . . L L L L e e 6,493,433
Raalized and unrealized gains (lesas):
Mt raalized gain {kss) from:
Imvastments:
et mara . . . . . L L e e e e e e 48,843,414
T Ty oy = e - MO136
Pt Btz QAN JOBEY . . . . o ottt e e e e e e e e e e e e e e 48,953,550
Hat change in unrealized appreciation {depreciation) on:
Imvastments:
et mara . . . . . L L e e e e e e 180,162 351
Trarslation of other assats ard liabilites
danominated N foreign CUITBNGIBE . . . . . . .. . e e 17,138
Mat change in unrealized appreciation (depraciation] . ... .. .. ... ... .. .. ... 160, 190, 469
et raalized and UNPEaIZEd QAN JOBEY. . . . . . .. ...ttt e e e e e e e e e e 239,153,033
Natincrease (decrease] in nat assats resuling MOMOPERAtoNS . ... ... ... it i e e $245 846,472
*Foreign tames withhald ondividands. . . . . ... L e $ 1709964
-Foneign taxes withhald animbarest . . . .. ... . L i ] 2624
frankintampleion.com The accompanying notes are an intagral part of these conaolidated fnancial statemants. | Annual Report 18
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TEMPLETON DRAGON FUND, INC.

CONSOLIDATED FINANCIAL STATEMENTS

Consolidated Statements of Changes in Net Assets

Year Ended Decamber 31,

01T 216
Increass (decreasa) in net sssets:
Crpara tions:
Mt IVBSIRRLINCOME . . . .. ...t e e e $ 6403433 5 9248071
Mok BEEZ0 QRN (I0BB] . ... ..o\ e e e 48,063,550 52,245,846
et changs in unneslized appreciation (depreciation) . .. .. ... ... ... ... ... ... 190,199, 459 (54,539, 184)
Mt incrasse (decraass] in net assets resulting from opsmations. . ... ... ... .............. 245,646,472 5,955,523
Distibutions to sharshokiers from:
g e {11,701,853) (9,938, 154)
MBEMEBIZE QEIMIE . . . . . oottt e e e e e e e e e (46,756, BAE)  (48,622574)
Total distibutions to ShaPBhOKIEIS . . . . .. ... . ... e (58,548,512)  (58,560,728)
Capital shars ransachions from - repunchese of shame (Mote ). ... ... ... ... .......... (3,965, 650) (7,361, 96E)
Mt incracse decraase] in NEtESsEls. . . ... .. ... ... ... ... 183,162,204 (58,967,001)
Nat assats:
BEQINTUNG OF WEAL . . . . . .. ottt e e 654,804,783 713,771,874
= I $837.06T.0TT  $654,804,763
Undistibuted netimvestment incoms incuded in net sssets:
EI T WEAE . .. . ot o e e e e $ A1B4TIE & 9139858
16 Annual Repart | The accompanying notes are an intagral part of these consclidatad financial statamants. franklintempleion.com
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TEMPLETON DEAGON FUND, INC.

Consolidated Financial Highlights
Year Ended Decambsar 31,

2017 2016 2015 2014 2013

Per share operating performance
(Tor & share outstanding throughout the year)
Mat assat value, beginning of year . ... ... ... .. .......... $10.06 F2051 $26.35 $28.46 £31.19
Income fiom imvestment operations:

Mt imvestment incomeb. Lo .18 027 0.30 048 0.53

Nat ragizad and unrealizad gairs (ossas). ... ............. 6.58 [QuDE) (2.18) 1.63 {1.73)
Total from investmant operations . .. .. ... ... ... ... ... 77 021 (1.88) 212 {1.20)
Less distributions from:

Natinvestmentincome . ... .. .. ... ... ... ... (0.34) (28) (0.48) (Q.02) {06)

Mestraalized Qains. . ... ... .. ... oi i {1.37) {1.41) {3.52) [4.20) {0.8T)
Total dstibutions . . . ... ... ... {1.71) {(1.70) {4.01) [4.31) {1.67)
Rapurchasaofsharas . . . ... ... ....... ... ... ... ....... .02 D03 0.0 Leli ] 014
Netassat valus, end ol year. . ....... ..o ian.s $24.53 10,05 £20.51 2635 $28.48
Market value, snd ofyeare. .. .. .. ... ... 2151 $16.36 $17.81 F24.04 26,68
Total return (besed on markst valus pershars) .. .. .......... 4208% 1.03% (B.63)% 9.74% {3.07)%
Ratios to average net assets
Exparses bators waiver and payments by affliates . ... . ... .. 1.38% 1.35% 1.38% 1.35% 1.31%
Expanaes nat of waiver and payments by afiliates .. ... ... .. .. 1.35%d 1.35%4a 1.368% 1.35%s 1.31%
Natimvestmentincoma . . ... ....... ... .. ... .. .. ... 0.84% 1.35% 1.16% 1.76% 1.74%
Supplemeantal data
Netassats, end ofyear (DO0'8). . .. ... ... oo ien . £a3T, 067 §654,605 13,772 geRs.020  §1,027470
Portioliotumoverrate ... ... ... ... ... ... . S0.56% 45.85%F 71 28! 21.58%F 4.59%
"Eased o the Conzchdsied Financial Highlights.
tased on average daily shares outsianding.
c3nsed on the last zale on the Kew York Slock Exchange.
“Baneil of expenze reducion rounds fo less han 0.01%
*Beneit of waier and pryments by afiistes roends bo less than 0.013%.
Exchdes fre valee of porfolo securies ssocnied with inkerompany rensacions.
Trankintampleton.com The accompanying notes are an intagral part of these conaolidated financial statements. | Annual Report ]
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Motes to Consolidated Financial Statements

1. Organization and Significant Accounting
Policies

Templeton Dragon Fund, Inc. (Fund) is registered under the
Investment Compamy Act of 1940 (1940 Act) as a closed-end
management investment company and appliss the specialized
accounting and reporting guidance in U.8. Generally A ccepted
Accounting Principles (U185, GAAF).

The following summarizes the Fund's significant accounting
policies.

a. Fimancial Instra ment ¥ aluation

The Fund's investments in financial instruments are carried at
fair value daily. Fair value is the price that would be received to
=]l an asset or paid to trarsfer a liability in an orderly
traneaction between market participants on the measurement
date. The Fund calculates the nei asset value (MAW) per shame
as of 4 p.m. Eastern time each day the Mew York Stock
Exchange (NY8E) is open for trading. Under compliance
policies and procedures approved by the Fund's Beard of
Directors (the Board), the Fund’s administrator has
reaponsibility for oversight of valuation, inclading leading the
croas-functional Valuation Committes (V). The WiC provides
administration and cversight of the Pund’s valuation policies
and procedures, which are approved anmaally by the Board.
Among other things, these procedures allow the Fund to utilize
independent pricing services, quotations from securities and
financial instrument dealers, and other market sources to
determmine fair value.

Equity securities listed on an exchange or on the NASDAG
Mational Market Systern are valued at the last quoted sale price
or the official closing price of the day, respectively. Foreign
aquify securities are valued as of the close of trading on the
foreign stock exchange on which the security is primarily
traded, or as of 4 p.m. Eastern time. The value is then comverted
into its LLS. dollar equivalent at the foreign exchange rate in
effect at 4 pm. Eastern time on the day that the value of the
security is determined. Over-the-counter (OTC) securities are
valued within the range of the most recent quoted bid and ask
prices. Securities that frade in rmliple markets or on multiple
exchanges are valed according to the broadest and most
representative market. Certain equity securities are valued based
upon fundamental characteristics or relationships to similar
seCurities

Tarklintemplsion.com
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TEMPLETON DEAGON FUND, INC.

Investments in open-end mutual funds are valued at the closing
HAY.

The Fund has procedurss to determine the fair valie of financial
instruments for which market prices are not relisble or readily
available. Under thesa procedures, the VT convenes on a
regular basis to review such financial instruments and considers
a mumber of factors, including significant unohsarvable
vahation inpuis, when amiving at fairvalie. The VT primarily
employs a market-based approach which may use related or
comparable asseis or liabilities, recent transactions, market
mltiples, book valies, and other relev ant information for the
imvestment to determine the fair valie of the investment. An
income-based valuation approach may also be used inwhich the
anticipated future cash flows of the investment are discounted to
calculate fair value. Discounts may also be applied due to the
nature or duration of amy restrictions on the disposition of the
imvestments. Due to the inherent uncertainty of valiations of
such investments, the fair values may differ significantly from
the values that would have been used had an active market
axisted. The VT employs various methods for calibrating thess
valuation approaches inchiding a regular review of key inputs
and agsumptions, transactional back-testing or disposition
analysis, and reviews of any related market activity.

Trading in securities on foreign sscurities stock exchanges and
OTC markets may b completed before 4 p.m. Bastern time. In
addition, trading in certain foreign markets may not take place
on every Pund’s business day. Occasionally, events sceur
between the time at which trading in a foreign security is
completed and 4 p.m. Bastern time that might call into question
the reliability of the value of a portfolio security held by the
Fund. A5 a resuli, differences may arise between the valie of
the Fund s portfolio sscurities as determined at the foreign
market close and the latest indications of vahie at 4 p.m. Bastern
time. In order to minimize the potential fior these differences,
the ¥VC monitors price movements following the close of
trading in foreign stock markets through a series of country
specific market proxies (such as baskets of American
Depositary Receipts, futures confracts and exchange traded
fiunds). These price movemenis are measured against
established trigger thresholds for each specific market proxy to
assist in determining if an event has occumred that may call imto
question the relisbility of the valies of the foreign securities
held by the Fund. If such an event occurs, the securities may ba
valsed using fair value procedures, which may include the use
of independent pricing senvices.

Annusl Raport 17
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TEMPLETON DRAGON FUND, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMEMTS

1. Organization and Significant Accounting
Policies joontinuad)

a. Fimancial Instrument Valnation jcomtned)

‘When the last day of the reporting period is 8 non-business day,
certain foreign markets may be open on those days that the
Fund’s MAY iz not caleulated, which could result in differences
betw een the value of the Fund’s portfolio securities on the last
business day and the last calendar day of the reporting period.
Any significant security valuation changes due to an open
foreign market are adjusted and reflected by the Fund for
financial reporting purposes.

b Foreign Currency Translation

Portfolio securifies and ofher assets and liabilities denominated
in foreign currencies are translated into U1.5. dollars based on
the exchange rate of such currencies against 118, dollars on the
date of valuation. The Pund may enter into foreign curmency
exchange contracts to facilitate transactions denominated in a
foreign currency. Purchases and sales of securities, income and
expense itermns denominated in foreign currencies are translated
imto L1.8. dollars at the exchange rate in effect on the transaction
date. Portfolio securities and assets and lisbilitiss dencrminatad
in foreign currencies contain risks that those currencies will
decline in valie relative to the 118, dollar. Occasionally, events
may impact the availability or reliability of foreign exchangs
rates used to comvert the 118, dollar equivalent vale. If such an
event occurs, the foreign exchange rate will be valied at fiair
value using procedures established and approved by the Board.

The Fund does not separataly report the effect of clanges in
foreign exchange rates from changes in market prices on
securities held. Such changes are inchaded in net realized and
unraalized gain or loas from imvestments in the Consolidated
Sterterment of Crpsrations.

Realized foreign exchange gains or losses arise from sales of
foreign currencies, currency gains or losses realized between the
trade and seftlement dates on securities transactions and the
difference between the recorded amounts of dividends, inferest,
and foreign withholding taes and the T8, dollar equivalent of
the amounts actually recaived or paid. Met unrealizad foreign
exchange gains and loases arise from changes in foreign
exchange rates on foreign denominated assets and liahilities
ofher than investments in securities held at the end of the
reporting period.
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¢. Imvestments in Templeton China Oppertunities Fund,
Lid. (China Fand)

The Fund invests in certain China A-shares through its
imvestment in the Ching Fund. The China Fund is a Cayman
Islands exempt company, is 8 wholly -owned subsidiary of the
Fund, and is abla to imvest directly in China A -shares consistent
with the investment objective of the Fund. At December 31,
2017, the China Fund’s imvestments as well as any other assets
and lishilities of the China Fund are reflacted in the Fund®s
‘Consolidated Statement of Investments and Consolidated
Statement of A ssats and Liabilities. At December 31, 2017, the
China Fund"s imvestmemnts as well as any other assefs and
lisbilities were 3220451 473, representing 26.3% of the Fund's
consolidated net assets.

The China Pund gains access to the A -shares market through
Templeton Imvestment Counsal, LLC (TIC), which sarves as the
registered Cualified Foreign Institational Imvestor (QFII) for the
China Fund. Irveatment decisions melated to the China Fund
A-ghares are specific to the Fund and it bears the resultant
economic and tax consequences of its holdings and transactions
in A -shares. The China Fund is subject to certain restrictions
and administrative processes relating to its ability to repatriate
cash balances, imvestment procesds, and eamings associated
with its A-shares and may incur substantial delays in gaining
access to its assets or a loss of value in the event of
noncompliance with applicable Chinese rules or requirements.
i Income and Deferred Taxes

It is the Fund’s policy to qualify as a regulated imvestment
comparny under the Internal Fevemnue Code. The Fund infends to
distribute o shareholders substantially all of its taxable income
and net realized gains o relieve it from federal income and
@cise tames. As a resuli, no provision for ULS. federal income
tmxes is required.

The Fund may be subject to foreign taation related to income
received, capital gains on the sale of securities and certain
foreign currency transactions in the foreign jurisdictions in
which it invests. Foreign taxes, if any, are recorded based on the
tax regulations and rates that exist in the foreign markets in
which the Fund irvests, When a capital gain fax is determined
to apply, the Fund mecords an estimated deferred tax liability in

an amount that would be payable if the securities were disposed
of on the waliati on date.

Traniklintarnplstan com
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The Fund may recognize an income tax liability related to its
uncertain tax positions under 1.8, GAAP when the uncertain
tax pesition has a leas than 50% probability that it will be
sustained upon examination by the tax authorities based on ita
technical merits. As of December 31, 2017, the Fund has
determined that no tax liability is required in its financial
statements related to uncertain tax positions for any open tax
wears (or expected to be taken in future fax years). Opean tax
wears are those that remain subject to examination and are based
on the statute of limitations in each jurisdiction in which the
Pund imvests.

& Security Tramsactions, Investment Income, Expenses and
Distribatisns

Sacurity frarsactions are accounted for on trade date. Realized
pains and losses on security trarsactions are determined on a
specific idenfification basis. Inferest income and estimated
expensas are accrued daily. Dividend income is recorded on the
ex-dividend date except fior certain dividends from securities
where the dividend rate is not available. In sach cases, the
dividend iz recorded as soon as the information is received by
the Fund. Distributions to shareholders are recorded on the
ex-dividend date. Distributable eamings are determined
according fo income fax regulations (tax basiz) and may differ
from eamings recorded in accordance with UL 8. GAAP. Thess
differences may be permanent or temporary. Permanemt

2. Capital Stock
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TEMPLETON DEAGON FUND, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

differences are reclassified among capital accounts to reflect
their tax character. Thesa reclassifications have no impact on
net assets or the resulis of operations. Temporary differences
are not reclassified, as they may reverse in subsequent periods.

f. Aceounting Estimates

The preparation of financial statements in accordance with TLE.
A A P requires management to make estimates and
assumptions that affect the reported amounts of assets and
liabilities &t the date of the financial statements and the amounts
of income and expensas during the reporting period. Actual
resuliz could differ from those eatimates.

g. Gumarantees and Indemnifications

Under the Fund’s arganizational documents, its officers and
directors are indemnified by the Fund against certain liabilities
arising out of the performance of their duties to the Fund.
Additionally, in the normal course of busineas, the Fund emters
into comtracts with service providers that confain general
indemnification clauses. The Fund’s maxinmm exposure under
these amrangements is unknown as this would imvalve future
claims that may be made against the Fund that have not yet
occumed. Currenily, the Fund expects the risk of loss to be
Tremata.

At December 31, 2017, there were 100 million shares authorized (30.01 par value). During the years ended December 31, 2017 and
December 31, 2016 there were no shares issued; all reinvested distributions were satisfied with previously issued shares purchased
in the open market.

Under the Board approved open-market share repurchase program, the Fund may purchase, from time to time, Fund shares in
open-market transactions, &t the discretion of management. Since the inception of the program, the Fund has repurchasad a total of
8.5981,101 shares. Transactions in the Fund’s shares were a8 follows:

Year Ended Dacamber 31,
2017 2018

Shares Amount Sharas Amount
SNASS MBPUMERAEAN . . . . . ... ... ... 209534  $3,035,850 435156 $7,361,968
Weightad average discount of market prica to net ssset valus of shares
POPUIENEEE. . . . ... ... 1296% 1404%
Tarklintemplsion.com Annusl Raport 12
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3. Transactions with Affiliates

Franklin Resounces, Inc. is the holding company for various subsidiaries that together are referred to a2 Franklin Templeton
Investments. Certain officers and directors of the Fund are also officers, and/or directors of the following subsidiaries:

Subsidiary Affiliation
Templeion Asset Managament Lid. {TAML) Investment manager
Templeton Investmant Counsel, LLC (TIC) Invesstment manager

Franklin Templeion Services, LLC (FT Services)  Aoministrative managear

a. Management Fees
The Fund pays an investment menagement fee to TAML based on the average weekly net assets of the Fund as fiollows:

Annualized Fee Rate Met Assets

1.250% Up to and including $1 billion

1.2000% Onar §1 bilkon, up to and including $5 bilion
11600 Owar §5 bilion, up to and including $10 billion
1.100% COwar §10 bilion, up to and including $15 bilion
1.060% Cvar $15 billion, up to and including $20 bilion
10008 In emcess of $20 billion

Under agreements with TAML, TIC is paid a fee for serving as the QFII for the China Fund. The QFII fee is paid by TAML and is
not an additional expense of the Pund.

Faor the year ended Decemnber 31, 2017, the groas effective investment memagement fee rate was 1.250% of the Fund’s sverages
weekly net asssis

b Administrative Fees

Under an agreement with TAML, FT Sarvices provides administrative services to the Fund. The fee is paid by TAML based on the
Fund’s average weekly net assets, and is not an additional expense of the Fund.

. Imvestments in A fliliated Management Investment Compandes

The Fund invests in one or more affilisted management investment companies for purposes other than exercising a controlling
influence over the management or policies. Management fees paid by the Fund are waived on assets invested in the affiliated
managament investment companies, a3 noted in the Consolidated Statement of Operations, in an amount not to excesd the
management and administrative fees paid directly or indirectly by each affiliate. Prior to Jarmary 1, 2014, the waiver was accounted
for as a reduction to management faes. During the year ended December 31, 2017, the Fund held investments in affiliated
management investment companies as follows:

Rumber of Mumber of Het Change in
Bhares Held Shares Valus Realized Unrealized
at Begirmimg Gross Gross  Held at End atEnd Dividend Gaim  Appreciation
of Year  Additions  Reductions of fear offear  Income fLoss)  |Depreciation)
Mon-Controlled Affiliates

In=biubionsl Fiduciary Tres? Money Mariet Portiolio,
DB . ... ... 2110665 BOB4TOE]  (B9ATEY)  EXMT  f1R2RO4T $37 350 i — § —
20 Annual Report Tranklintamplaton com
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

4. Expense Offset Arrangement

The Fund has enfered into an amrangement with its custodian whereby credits realized as a result of uninvested cash balances are
used to reduce a portion of the Fund’s custodian experses. During the year ended December 31, 2017, the custodian fees were
reduced as noted in the Consolidated Statement of Operations.

5. Income Taxes

The tax character of distributions paid during the years ended Decarnber 31, 2017 and 2014, was as follows:

2017 216
Distributions paid from:
OiNANY INEOME. . ... ..ot $11,791,653  § 9,938,154
Long tarm capibal gain. . . ... ... ... 48,756,686 48,822,574

$58,548 510 355,560,728

At December 31, 2017, the cost of investments, net unrealized appreciation (depreciation), wndistibuted ordinary income and
undistributed long term capital gains for income tax purposes were as follows:

Costol ivestmants ... ...................... 422 506, 505
Unrealizad sppreciation . . ... ................. $406 B0 300
Unrealizad dapraciation . ... ............. ... .. (12,678,993)
et unrealizad appreciation {dapreciation) . .. . .. ... $414,015,400
Undistibuted ondinary incoms. ... ... ........... £ 7579179
Undistibuted long tarm capital gains . . ... ... .. ... 48,088,003
Distributable @amings. . . ... .................. § 54,565,272

The China Fund iz a disregarded entity for United States federal income tax purposes,

Differences betw sen income and'or capital gains as determined on a book basis and a tax basis are primarily due to differing
treatment of the wholly-owned subsidiany.

€. Investment Transactions

Purchases and sales of imvestments (exchiding short term securities) for the year ended Decamber 31, 2017, aggregated
F386,358,482 and 3443 088 459, respectively. Purchases and sales of imvestments excludes intercompany transactions of $300, 000
and §10.280,630, respectively. The infercompany transactions represent the Fund’s purchase and redemption of shares of the China
Fund.

7. Concentration of Risk

Imvesting in foreign securities may inchide cerfain risks and considerations not typically associated with imesting in U.8. securities,
much as fluchiating currency values and changing lecal and regional economic, palitical and social conditions, which may result in
greater market volatility. In addition, certain foreign securities may not be as liquid as U.8. securities.

Tarklintemplsion.com Annusl Raport 3|
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7. Concentration of Risk (continuaa)

Imvesting in China A -shares may inchide certain risks and considerations not typically azsociated with investing in 1.8, securities.
In general, A-shares are izsued by companies incorporated in the People®s Republic of China (PRC) and listed on the Shanghai and
Shenzhen Stock Exchanges and available for imvestment by domestic (Chinese) inve stors and holders of a QFII license and, in the
case of certain eligible A -shares, through the Shanghai and Shenzhen Stock Commect programs. The Shanghai and Shenzhen Stock
Exchanges are, however, substantially smaller, leas liquid and maore volatile than the major securities markets in the Uited States.
8. Fair Value Measurements

The Fund follows a fair value hisrarchy that distinguishes betweaen maret data obtained from independent sources (obsarvable
imputs) and the Fund®s own market assimptions (unobservable inputs). These inputs are used in determining the value of the Fund's
financial instniments and are summarized in the following fair vahe hisrarchy:

+ Lewvel | — quoted prices in active markets for identical financial instruments

+ Lewvel 2— other significant observable inputs (inclu ding quoted prices for similar financial instruments, interest rates,
‘prepayment spead, credit risk, etc.)

* Lewvel 3 — significant unohservable inpuis (inchading the Fund®s own assumptions in determining the fair value of financial
instruments)

The input levels are not neceasarily an indication of the risk or liquidity associated with financial instruments at that leval.

For movements betw een the levels within the fair value hierarchy . the Fund has adopted a policy of recognizing the transfers as of
the date of the underlying event which caused the movement.

At December 31,2017, all of the Pund’s investments in financial instraments carmied at fair value weare vahied using Lewvel 1 inputs.
For detailed categories, see the accomparying Consolidated Statement of Investments,

9. Subsequent Events

The Fund has evaliated subsequent events through the issuance of the financial statements and determined that no events have
occurred that require disclomare.

Abbreviations
Selected Portfolio
ADR  American Dapaositary Recsipt

22 Annual Report Traniklintarnplstan com
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TEMPLETON DRAGON FUND, INC.

Consolidated Statement of Investments, December 31, 2017

Commeon Stocks 99.6%

Aute Components 0.5%
sFuyan Glass Industry Group Coc LbdL, AL L Lo
s Huayy Auomotive SYstama Co. L, A . . ..o e e e
s Mingon Joyson ESconic COMPL A .. ... . e

Wity High-Technalogy Co. LEL, B .. ..o L.ttt e et e e e e s

Automobiles 3.1%

Chongging Changan Aubomobile Co. L, B. . ... . ...........................
Donglang Motor Group Co. L, H ... oo
Jiangling Motors Gorp. LI, B. . ... ...

Banks 8.9%

BOC Hong Kong (Holdings) L. . ... ... ... ..o

China Comstruction Bank Gomp., H. . . ... ... oot
*China Marchans Bank Co. L & .. ... ... .
= Industrial and Commercial Bank of China L., & .. ... ..o iie e e

Indusirial and Commersial Bankef ChinaLid, H .. ....... ... ... .............

Beverages 1.0%
swaichow Moutal Co. L, A L Lo e
‘Capital Markets 2. 5%

China Everbright Li .. . . .. ... e
MEF Secunities Co b, A . ... e e e,

Chamicals 0.3%
SKENDDE XN Group G0, LI, A .. o
communications Equipment 0.3%
Hyters Communicalions Corp L, A ... ... ..o
shEhenzhen Surway Communication Cou Lbd, AL ... L.

Construction Materials 0.4%

Asia Cemant China Holdings CoM.. . ... ..ot e e e s
Distributors 0.2%

Dah Chong Hong HoMiimgs LK. . ... ... o i e i s e s
Diversified Telecommunication Services 0.2%

China Talecom Corp L., H. .. .o e
Elactric Litilitias 1.3%

sChongaging Fuling Electric Powar Industrial Co. Lid, AL .. ... ... ...............
CK INfrEstructuns Hokings L0, . ... ... ...t e e

Electrical Equipment 0.2%

® Luneshars Precision INAUSITY O L, AL . .. ..o oot o e e
Elsctranic qu.ll PI'I'IEHT. Instrumients & CBI'I'IPDHBHTI 2.5%

= AVIC Jorhon Cptronic Teehnokagy Co LEL A L ..o e
Aytech Tachnology Co. Lb. . .. ... ... s

»Hangzhou Hikvision Digital Technology Co. L., A . . .. ... oonee oo

s Holitech Technology CouLbd, & . ..o e

slayard Optoslectonic Co LEL, A ... ..o L

10 Annual Report
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Country Shares Walue

China 447 456 $ 1884302

China 207,600 D46,965
China 19,100 06,468
china 586,721 1,212,004
4,249,849

China 5357012 5,806,742
China 10,194,000 12,343,158
China 4,836,708 7,911,726
26,151,826

Hong Kong 136,600 892,367
China 28,422,272 26,182782
China 4,544 845 20,270,262
China 12,874,018 12,267,262
China 18,351,155 14,774,220
74,196,913

China 80,519 8,651,340
China 978,000 2,188,119
China 7,212,835 18,480,327
20,678,446

China 643,680 2,186,202
China 523,281 1,458,620
China 182,800 1,424,383
2,913,003

China 9,527,129 3,341,205
China 2,793,620 1,204,354
China 2,548,000 1,403,657
China 267,868 1,407,546
Hong Kong 1,101 400 9,456,329
10,873,875

China 587,850 2,045,862
China  STRATT 5,930,480
Talwan 405,000 1,118,060
China 1,042,100 6,246,210
China 623,200 957,762
China 1,283,300 3,784,085
Tranklintampdaton com



Common Stocks jcontinued)

Electronic Equipment, Instruments & Components (continuad)
BOHimTech Co Lid, A . ..o

Food & Staples Retailing 2.7%

Befing Jingkslong Co L., H. . ... ... ...
Dairy Farm Intsrational Holdings L. .. ... ... .............

Food Preducts 3.4%

Uni-President China Holdngs L. .. ... ....................
Uni-President EMprisss COML . .. ... . ....................

Health Care Equipment & Suppliss 0.8%

Ginko Imbarnational Coo LKL .. L

Health Care Providers & Services 1.8%

sChina National Acoord Medicines Corp Lbd., AL ... ... oL ..
*Hugdong Medicine Co. Lbd, A . . ... .o
Simapharm Group Co L. ... L.

Hotals, Restaurants & Leisura 1.3%

ahChina Intarnational Travel Service Corp. L, & ... ... ... ... ...
*Huangshan Tourksm Development Co. Lid, A .. .. .............
=Shenzhen Cverseas Chinese Town Co.LEL AL ... .. ... .. ....
sSongeheng Perormance Developmant Co. L, A . ... ... ... ...

Househeld Durables 0.8%

si5res Elachric Appliances Inc. of Zhuhai, AL . ...l
sMidea Group Co. L, A ... L.
sddingdao Haier Coo WL A Lo L

Independant Power & Renewable Eleciricity Producers 0.7%

sChina Yanglze Power Co L A ... oL L
Huanang Renewables Corp L H ...t

Industrial Conglomerates 1.4%

CK Hutchison HoKINGS L. . .. . ... ...,
Hopewsd Holdings L. ... .. ... ... ....................

Insurance 6.6%

AMAGIOUP LI ...l

China Life Imsurance Co. Lid , H. ... ... ..

*Ping An Insurence (Group) Co. of China Lid, & ... ... ... ......

Tarklintemplsion.com
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Country Shares Walue

China 275,100 ¥ amns4z

18,907,166
............... China 406222 1,151,662
............... HongKong 2,735,278 21,499,265
22 650,967

............... China 520,546 2,120,067
............... China 323400 2,627,300
............... Tawan 120,000 145,819
............... China 24,691 000 20,568,404
............... Tawan 1,329,831 2,958,487
28,520,047

............... Tawan  GAS000 4,864,159
............... China 440,001 4,074,302
............... China 223,80 8,272,111
............... China 748,700 3,243,367
15506770

............... china 11337 755,150
............... China 1,511 646 3,322222
............... China 3,045,600 3,973,957
............... China 1,011 100 2,899,666
10,950,997

............... China 343576 2,307,527
............... China 247 516 2,108,563
............... China 755,700 2,185,260
6,605,400

............... China 1348 428 3,230,847
............... China 7,406,000 2,512,003
5,742,850

............... Hongkong 386,000 4,505,563
............... Hong Kong 1,918,600 7,060,132
11,855715

............... Hong kong 3,192,960 27,238,731
............... China 2,720,000 8,546,045
............... China 1,848 450 19,883,129
55,666,875

Annusl Raport 1
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Common Stocks jcontinued)

Internet & Direct Marketing Retail 0.5%
bCiipcom International LA, ADR ... ... ... e
BADEom I, ADR . . . . e e e e e e

byipshop Holdings L0, ADRL. .. . ... ... e i e

Internet Software & Services 18.8%

bAlibaba Group Holdng LI, ADR .. ... e
LT

Tereent HOTINGS LU0, . . ..o e e

IT Services 2.0%
R o T T
Leisura Products 0.3%
Marida Industry Co. Lbd.. . .. .. e
Machinery 0.8%
shSherzhen Inovance Technology Co. L., AL ... .. ... e
SZhangzho Yulng BUS G0 LB A . ... e e

Marine 0.8%

COSCO Shipping Enengy Transpartation Co. L., H. ... ... ... oo
Sinalans SHEPINO LE. . . ...
b¥ang Ming Marine Tramsport GOMPL . . ... ..o e e e e

Media 0.4%

Poly Culhure Group Corp L., H. ... .. oot e e e
sZhefang Huace FIM & TV Co LA L ... oL o e

0il, Gas & Consumable Fuels 5.9%

Paper & Forest Products 2.7%
Nine Dragors Paper HOKIINGS LB, .. ... .. ..t i i i i e s
Pharmacauticals 4.7%

sbHubei Jumpcan Pharmacsutical Co. LA . ... .. L. e
s Jiangsu Hangrui Medicine Cou Lbd, A .o oL L
sKangme Pharmassutical Co. L., AL ... .o e s

Torg Ran Tang Technokgies Co. L, H. .. ... ... ... ...
=¥ifan Xinfu Prarmaceutical Co. Lbd, A .. ... ... e

Professional Services 0.3%
= Bejing Orient Landscape & Ecakogy Co. L, A .. ... ... ...
Real Estats Management & Developmant 1.8

*China Marchants Shakou Induslirial Zone Holdings Golbd A ... ... ... .. .. ... ..
China Cversaas Land & Investmant L. . .. ... ... ... ...
CKAsset HOMINGS LA, .. .. ... ..o

12 Annual Report
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Country Shares Walue

China 3 200 1,406 T80

China 50845 2,478,780
China 36,000 445,360
4,330,930

China 9,690 55,156,633
China 42000 9,836,820
China 1,217,500 0644176
164,639,620

China 5480,659 16,477,622
Taiwan GO2 000 2 536,468
Zhina B4 000 3750904
China 832 402 3,080,578
6,831,462

China 9492000 5,187,715
China 3,645,600 928,566
Taiwan 753328 202017
6,408,288

China 1 /063,500 2,168,389
China TEG, R 1,310,354
3,488,753

China 47149 000 34578413
China 3,772,800 5,418,102
China 13,715,500 9,567,504
49,565,019

China 14149301 22 674,068
Zhina 184,600 1,062 068
China 1806584 20,210,956
China 4,081,553 13,811,082
China 1,810,300 2818,301
China A56, 600 1,561,379
30, 2603,804

China BTE000 2715517
China 2,689,100 8,113,914
China 1,650,000 5,311,442
Hong Kong 284 000 2,462,730
15,908,066

frariklintarmplaton com
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CONSOLIDATED STATEMENT OF INVESTMENTS

Gl I11:I']I' Sharas Value
Common Stocks jcontinued)
Semiconductors & Samiconductor Eq u IPI'I'IEI‘I't 10.8%
sSanan Optoalectionics Co LA .. ... .. ..t e china 1330000 § 5167831
Taiwan Semiconductor Manufachuring Cou L. . ... ... ... L Tabwan 11 083,136 85,562,061
20,770,702
Software 0.1%
=Befing Thunisom Corp L, A . . ... ottt e et et e e China 481,300 1,064,943
Technology Hardware, Storage & Peripherals 0.7%
=BOE Tachnokogy Group Co. Lid., A . ... ... e china 6,246,000 5,558,068
sFocus Media Information Tachnalogy Co. Lid., & .. ... ... ..o china 100,440 217,346
5,775,404
Textiles, Apparel & Luxury Goods 4.0%
Anta Sports PROOucE LIE. .. ... ... e china 7441000 33,6276
Transportation Infrastructure 1.4%
COSCOShipping Parbs L. ... ... ... e China  7.554,174 7.860,823
SSREMZREM AT GO A L o et e e ettt et e e e e china 2,680,100 3596916
11,457,730
Wireless Telecommunication Services 2.1%
CHINEMOBIE LKL .. .. ottt et et e e e e e e e e e china 1,768,500 17,938,860
Total Common Stocks (Cost $419148613) ... ... . .. .. ... ... .. .. 834,760,341
Short Term Investments (Cost $1,822,947) 0.2%
Money Market Funds 0.2%
=dinstitutional Fiduciary Trust Money Markst Porifolio, 089% ... .................... United Stabes  1,822247 1822047
Total Investments (Cost $420,971,660099.8% . .. ... . ... ... .. ..... 836,812,288
Other Assets, less Liabilities 0.2% .. .. ... ... ... . ... ... ... ... .. .. 1,354,765
Met Assets 100.0% ... ... $837,967,077

See Abbrevistions on page 22

The securky is camed by Templefon China O pporunitizs Fend, L., & wholly-cened sebsidinry of the Fund. Ses Nole 1jg).
thon-income prodecing.

c3ee Mole 3{c) regarding imvesiments in afilizird management invesiment companies.

The rabe shown is e anmealized seven-day yield st peiod end.

Tarkintarplsion.com The accompanying notes ars an intagral part of thess conanlidated Tneancial statements. | Annual Report 13
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(2019 )
772,313,442 86,383,258
1,188,919 132,981
771,403,440 86,281,475
33,843,014
22.79 2,549
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of Templeton Dragon Fund, Inc.

Opinion on the Financial Statements

We have audited the accompanying consolidated statement of assets and liabilities, including the
consolidated statement of investments, of Templeton Dragon Fund, Inc. and its subsidiary (the
"Fund") as of December 31, 2018, the related consolidated statement of operations for the year ended
December 31, 2018, the consolidated statement of changes in net assets for each of the two yearsin
the period ended December 31, 2018, including the related notes, and the consolidated financial
highlights for each of the five years in the period ended December 31, 2018 (collectively referred to
as the " consolidated financial statements”). In our opinion, the consolidated financial statements
present fairly, in al material respects, the consolidated financial position of the Fund as of December
31, 2018, the results of their operations for the year then ended, the changes in their net assets for
each of the two years in the period ended December 31, 2018 and the consolidated financial
highlights for each of the five years in the period ended December 31, 2018 in conformity with
accounting principles generally accepted in the United States of America.

Basis for Opinion

These consolidated financial statements are the responsibility of the Fund’ s management. Our
responsibility isto express an opinion on the Fund' s consolidated financial statements based on our
audits. We are a public accounting firm registered with the Public Company Accounting Oversight
Board (United States) (“PCAOB”) and are required to be independent with respect to the Fund in
accordance with the U.S. federal securities laws and the applicable rules and regulations of the
Securities and Exchange Commission and the PCAOB.

We conducted our audits of these consolidated financial statements in accordance with the standards
of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether thefinancial statements are free of material misstatement, whether due to
error or fraud.

Our audits included performing procedures to assess the risks of material misstatement of the
financial statements, whether due to error or fraud, and performing procedures that respond to those
risks. Such procedures included examining, on atest basis, evidence regarding the amounts and
disclosures in the financial statements. Our audits also included evaluating

the accounting principles used and significant estimates made by management, as well as evaluating
the overall presentation of the consolidated financial statements. Our procedures included
confirmation of securities owned as of December 31, 2018 by correspondence with the custodian and
transfer agent. We believe that our audits provide a reasonable basis for our opinion.

PricewaterhouseCoopers LLP

San Francisco, California
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February 15, 2019

We have served as the auditor of one or more investment companiesin the Franklin Templeton
Group of Funds since 1948.
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Shareholders of Templeton Dragon Fund, Inc.

Opinion on the Financial Statements

We have audited the accompanying consolidated statement of assets and liabilities, including the
consolidated statement of investments, of Templeton Dragon Fund, Inc. and its subsidiary (the
"Fund") as of December 31, 2017, the related consolidated statement of operations for the year ended
December 31, 2017, the consolidated statement of changes in net assets for each of the two yearsin
the period ended December 31, 2017, including the related notes, and the consolidated financial
highlights for each of the five years in the period ended December 31, 2017 (collectively referred to
as the " consolidated financial statements”). In our opinion, the consolidated financial statements
present fairly, in al material respects, the financial position of the Fund as of December 31, 2017, the
results of their operations for the year then ended, the changes in their net assets for each of the two
years in the period ended December 31, 2017 and the consolidated financial highlights for each of the
five yearsin the period ended December 31, 2017 in conformity with accounting principles generally
accepted in the United States of America.

Basis for Opinion

These consolidated financial statements are the responsibility of the Fund’ s management. Our
responsibility isto express an opinion on the Fund' s consolidated financial statements based on our
audits. We are a public accounting firm registered with the Public Company Accounting Oversight
Board (United States) (“PCAOB”) and are required to be independent with respect to the Fund in
accordance with the U.S. federal securities laws and the applicable rules and regulations of the
Securities and Exchange Commission and the PCAOB.

We conducted our audits of these consolidated financial statements in accordance with the standards
of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free of material misstatement,
whether due to error or fraud.

Our audits included performing procedures to assess the risks of material misstatement of the
consolidated financial statements, whether due to error or fraud, and performing procedures that
respond to those risks. Such procedures included examining, on atest basis, evidence regarding the
amounts and disclosures in the consolidated financial statements. Our audits also included evaluating
the accounting principles used and significant estimates made by management, as well as evaluating
the overall presentation of the consolidated financial statements. Our procedures included
confirmation of securities owned as of December 31, 2017 by correspondence with the custodian and
transfer agent. We believe that our audits provide a reasonable basis for our opinion.

PricewaterhouseCoopers LLP

San Francisco, California
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February 20, 2018

We have served as the auditor of one or more investment companiesin the Franklin Templeton
Group of Funds since 1948.
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