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Franklin Templeton's distinct multi-manager
structure combines the specialized expertise of
three world-class investment management groups—-—
Franklin, Templeton and Mutual Series.

SPECIALIZED EXPERTISE Each of our portfolio management groups operates
autonomously, relying on its own research and
staying true to the unique investment disciplines
that underlie its success.

FRANKLIN. Founded in 1947, Franklin is a
recognized leader in fixed income investing and
also brings expertise in growth- and value-style
U.S. equity investing.

TEMPLETON. Founded in 1940, Templeton pioneered
international investing and, in 1954, launched
what has become the industry's oldest global
fund. Today, with offices in over 25 countries,
Templeton offers investors a truly global
perspective.

MUTUAL SERIES. Founded in 1949, Mutual Series is
dedicated to a unique style of value investing,
searching aggressively for opportunity among what
it believes are undervalued stocks, as well as
arbitrage situations and distressed securities.

TRUE DIVERSIFICATION Because our management groups work independently
and adhere to different investment approaches,
Franklin, Templeton and Mutual Series funds
typically have distinct portfolios. That's why
our funds can be used to build truly diversified
allocation plans covering every major asset
class.

RELIABILITY YOU CAN TRUST At Franklin Templeton Investments, we seek to
consistently provide investors with exceptional
risk-adjusted returns over the long term, as well
as the reliable, accurate and personal service

that has helped us become one of the most trusted
names in financial services.

[GRAPHIC OMITTED]
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Semiannual Report
Templeton Emerging Markets Income Fund

YOUR FUND'S GOALS AND MAIN INVESTMENTS: Templeton Emerging Markets Income Fund
seeks high, current income, with a secondary goal of capital appreciation, by
investing, under normal market conditions, at least 80% of its total net assets
in income-producing securities of sovereign or sovereign-related entities and
private sector companies in emerging market countries.

GEOGRAPHIC BREAKDOWN*
Based on Total Net Assets as of 2/28/07

[THE FOLLOWING TABLE WAS REPRESENTED BY A BAR CHART IN THE PRINTED MATERIAL.]

Americas 50.9%
Asia 23.8%
Europe 16.4%
Middle East & Africa 6.2%
Other Assets, less Liabilities 2.7%
* The Geographic Breakdown is a snapshot of the Fund on 2/28/07 and may not

reflect ongoing repositioning or reinvestment of cash in the Fund.
Dear Shareholder:

We are pleased to bring you Templeton Emerging Markets Income Fund's semiannual
report for the period ended February 28, 2007.

PERFORMANCE OVERVIEW

For the six months under review, Templeton Emerging Markets Income Fund posted
cumulative total returns of +12.05% based on market price and +7.42% based on
net asset value. The Fund outperformed the J.P. Morgan (JPM) Emerging Markets
Bond Index Global (EMBIG), which posted a +5.88% cumulative total return in U.S.
dollar terms for the same period. 1 You can find the Fund's long-term
performance data in the Performance Summary on page 7.

1. Source: J.P. Morgan. The JPM EMBIG tracks total returns for U.S.
dollar-denominated debt instruments issued by emerging market sovereign
and quasi-sovereign entities: Brady bonds, loans and Eurobonds. Local and
regional bond market returns are from country subindexes of the JPM EMBIG.
The index is unmanaged and includes reinvested interest. One cannot invest
directly in an index, nor is an index representative of the Fund's
portfolio.
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THE DOLLAR VALUE, NUMBER OF SHARES OR PRINCIPAL AMOUNT, AND NAMES OF ALL
PORTFOLIO HOLDINGS ARE LISTED IN THE FUND'S STATEMENT OF INVESTMENTS (SOI). THE
SOI BEGINS ON PAGE 10.
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A current account is that part of the balance of payments where all of one
country's international transactions in goods and services are recorded.

Balance of payments is a record of all of a country's exports and imports of
goods and services, borrowing and lending with the rest of the world during a
particular time period. It helps a country evaluate its competitive strengths
and weaknesses and forecast the strength of its currency.

ECONOMIC AND MARKET OVERVIEW

For the six months under review, global economies seemed resilient in the face
of moderating U.S. economic conditions. In general, lower energy and commodity
prices curbed inflation despite improved global growth rates and strong labor
markets. 0il prices fell 19% from a high of $77 per barrel in July to about $62
per barrel at period-end, alleviating some of the pressure on oil importing
countries. In the U.S., the trade deficit narrowed to $59 billion by January
2007 from $69 billion in August 2006. However, the magnitude of the adjustment
was small compared with the overall size of the current account deficit, which
was 5.8% of U.S. gross domestic product (GDP) in the fourth quarter of 2006, and
continued to be heavily dependent on foreign inflows for financing. 2 Lower oil
prices and an improved labor market also supported consumption growth,
offsetting some of the weakness in the U.S. housing market. For 2006, the U.S.
economy grew 3.3%, which was in line with its historical average. Underlying
inflation pressures in the U.S. remained relatively high and the U.S. Federal
Reserve Board left the federal funds target rate unchanged at 5.25% throughout
the reporting period.

Latin America benefited from a generally favorable and highly liquid
international environment as foreign investment increased and debt profiles
improved across the region. Trade balances remained mostly positive despite some
commodity price volatility and surging imports due to growing domestic demand.
These positive external factors supported regional currencies over the period,
while moderating growth in the U.S. was a concern for nations such as Mexico,
that are dependent on exports to the U.S.

Growth in Asia was generally robust as increased intra-regional trade remained
an important growth driver throughout Asia, and China continued to be an
important source of demand for Asia's exports of goods and services. While China
allowed limited currency appreciation, it continued to accumulate international
reserves that exceeded $1 trillion in the reporting period, adding $162.9
billion during the last four months of 2006. 3 The yuan rose 2.7% for the six
months under review. 4 During the fourth quarter of 2006, Singapore's economy
grew 7.9%, Indonesia's 6.1% and Malaysia's 5.7%. 5 Also, in Japan, structural
economic improvement was most evident in the upward inflation trend, which
turned positive on a yearly basis in 2006 for the first time since 1998.
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2. Source: U.S. Bureau of Economic Analysis.

3. Source: The People's Bank of China.

4. Source: Exshare via Compustat.

5. Sources: Singapore Department of Statistics; BPS (Statistics Indonesia);

Department of Statistics Malaysia.
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Supported by investment growth and external demand from Asia and other parts of
Europe, Euro-zone economic growth notably accelerated, increasing 2.7% in 2006
from 1.5% in 2005. 6 Private consumption trends were more dynamic than in prior
years, but weak real wage growth remained an impediment to stronger consumer
spending. Labor markets improved and the unemployment rate dropped from 8.8% in
early 2005 to 7.5% by the end of 2006. 6 The European Central Bank tightened its
monetary policy, hiking interest rates 50 basis points (100 basis points equal
one percentage point) to 3.50%. 6 Among non-euro European countries, economic
growth was even better. In fourth quarter 2006, GDP growth in Slovakia was 9.6%,
Poland 6.4%, Sweden 4.9% and Norway 4.5%. 6 Growth among these countries was
broad based while inflation remained low, supported by lower energy prices and
improved productivity growth. Despite low inflation, rapidly narrowing excess
capacity led Norway and Sweden to hike rates 75 basis points each.

INVESTMENT STRATEGY

We invest selectively in bonds around the world to generate income for the Fund,
seeking opportunities while monitoring changes in interest rates, currency
exchange rates and credit risk.

MANAGER'S DISCUSSION

U.S. dollar-denominated emerging market bonds generated strong positive
performance for the six months under review, rising +5.88%, as measured by the
JPM EMBIG, which is composed of U.S. dollar-denominated emerging market
sovereign debt. 1 Sovereign interest rate spreads over U.S. Treasuries narrowed
10 basis points during the period despite increased risk premiums in February. 1
Regionally, sovereign debt rose +6.20% in Latin America, +4.77% in Europe and
+7.22% in Asia. 1 In addition to holding positions denominated in U.S. dollars
and euros, the Fund remained well diversified with selected positions in local
debt markets. This helped mitigate risk associated with potential U.S. dollar
depreciation due to the nation's large current account and income deficits.

6. Source: Eurostat.

7. Sources: Statistical Office of the Slovak Republic; Statistics Sweden;
Statistics Norway.

TOP 10 COUNTRIES
2/28/07

% OF TOTAL
NET ASSETS
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Indonesia 13.2%
Argentina 11
Russia s
T
Philippines a4
traq e
Mexico 4
Thailand . 4o
Okeaime s

Semiannual Report | 3

CURRENCY BREAKDOWN
Based on Total Net Assets as of 2/28/07

[THE FOLLOWING TABLE WAS REPRESENTED BY A BAR CHART IN THE PRINTED MATERIAL.]

U.S. Dollar 66.4%
Indonesian Rupiah 12.7%
Brazilian Real 9.0%
Thailand Bhat 4.0%
Polish Zloty 2.5%
Euro 1.8%
Egyptian Pound 1.7%
South Korean Won 1.50%
Colombian Peso 0.4%

LATIN AMERICA

The Fund's Latin American hard currency-denominated holdings performed well over
the period as the region's fundamentals continued to strengthen. The Fund
benefited from its overweighted exposure to Argentina as the country's economy
continued to be strong, growing 8.6% in the fourth quarter of 2006. 8 Inflation
remained high by regional and international standards, persisting despite some
reduction due to price controls and data-reporting irregularities stemming from
a change in directors in the statistics office that is responsible for
calculating the nation's consumer price index (CPI). The Fund maintained its
overweighted position in Peru, which also contributed to relative performance as
the Peruvian subindex of the JPM EMBIG returned +6.80% during the reporting
period. 1 The country's fundamentals dramatically improved as inflation
continued to slow and economic growth was robust; Peru's GDP grew 8.9% and 8.0%
in the third and fourth quarters of 2006. 9 Additionally, President Garcia
encouraged fiscal restraint and his growing popularity was positive for Peru's
political climate. In light of these developments, Peru's credit rating will be
reviewed for an upgrade. In Brazil, sound monetary policy led to lower interest
rates while inflation fell below the central bank's target rate. Based on these
fundamental improvements, the Fund significantly increased its weighting in
Brazil and benefited from its exposure. Over the period, Brazilian sovereign
debt outperformed the JPM EMBIG, returning +7.33%. 1 Strong inflows from its
trade surplus and foreign investments supported the local currency, which
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benefited the Fund's position in local bonds. Although growth remained
relatively slow, the government recently unveiled its program to accelerate
production, which focused on boosting investment while maintaining fiscal
austerity.

EASTERN EUROPE

In Russia, strong fiscal revenues accompanied relatively high oil prices,
pushing the nation's fiscal surplus above 7.5% GDP in 2006. 10 It also bolstered
the o0il stabilization fund, which is designed to reduce the impact of volatile
01l prices on government finances, to $104 billion from just under $65 billion
at the beginning of the period. 10 Fiscal prudence helped lower the nation's
core CPI, which fell from 9.6% in August 2006 to 8.2% in January 2007. 10
Although Russia was one of the Fund's larger country positions, our
underweighted exposure relative to the JPM EMBIG was positive for the Fund as
Russian sovereign debt underperformed the index, returning +4.24% for the

8. Source: INDEC (National Institute of Statistics and Census of Argentina).

9. Source: Instituto Nacional de Estadistica (Peru National Institute of
Statistics) .

10. Source: Central Bank of Russia.
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period. 1 Among the Fund's European local bond holdings, Polish bonds
contributed to relative performance, rising +8.40% in U.S. dollar terms as
measured by the JPM Global Government Bond Index (GGBI), due to the zloty's
4.14% appreciation versus the U.S. dollar during the review period. 11, 4 The
Fund reduced its position in the first half of the reporting period as
accelerating growth rates and creeping inflation signaled an end to monetary
easing. This sale also helped the Fund as Polish bonds subsequently lost 1.78%
in the final three months of the reporting period. 11

ASIA

Indonesia was among the top performing local debt markets during the period,
contributing to Fund performance. Indonesian bonds rose +13.19% in U.S. dollar
terms as measured by the HSBC Asian Local Bond Index (ALBI). 12 Indonesia's
robust bond market returns were driven by interest rate cuts, which amounted to
a 250 basis point reduction during the review period. 13 Lower rates also
contributed to accelerated growth as investment expenditure in the fourth
quarter increased by 8.18% over the same quarter in the previous year and
Indonesia's economy grew 6.1%. 13 Conversely, South Korean local bonds slightly
underperformed the JPM EMBIG, returning +4.88% in U.S. dollar terms as
represented by the HSBC ALBI, despite the South Korean won's strength against
the U.S. dollar during the review period. 12 South Korea's moderating 4% GDP
growth rate in the fourth quarter did not lead to any change in interest rates
as core inflation was slightly higher over the period. 14 Finally, the
Philippines was among the top-performing U.S. dollar-denominated bond markets in
the JPM EMBIG over the six-month period, returning +9.2%, and the Fund's
underweighted position hindered the Fund's relative performance. 1

11. Source: J.P. Morgan. The JPM GGBI tracks total returns for liquid,
fixed-rate, domestic government bonds with maturities greater than one

year issued by developed countries globally.

12. Source: Standard & Poor's Micropal. The HSBC ALBI tracks total return



Edgar Filing: TEMPLETON EMERGING MARKETS INCOME FUND - Form N-CSRS

performance of a bond portfolio, which consists of local-currency
denominated, high quality and liquid bonds in Asia ex—-Japan. Local bond
market returns are from country subindexes of the HSBC ALBI.

13. Source: BPS (Statistics Indonesia).

14. Source: Bank of Korea.
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Thank you for your continued participation in Templeton Emerging Markets Income
Fund. We look forward to serving your future investment needs.

Sincerely,
/s/ Michael Hasenstab
[PHOTO OMITTED]

Michael Hasenstab, Ph.D.
Portfolio Manager
Templeton Emerging Markets Income Fund

THE FOREGOING INFORMATION REFLECTS OUR ANALYSIS, OPINIONS AND PORTFOLIO HOLDINGS
AS OF FEBRUARY 28, 2007, THE END OF THE REPORTING PERIOD. THE WAY WE IMPLEMENT
OUR MAIN INVESTMENT STRATEGIES AND THE RESULTING PORTFOLIO HOLDINGS MAY CHANGE
DEPENDING ON FACTORS SUCH AS MARKET AND ECONOMIC CONDITIONS. THESE OPINIONS MAY
NOT BE RELIED UPON AS INVESTMENT ADVICE OR AN OFFER FOR A PARTICULAR SECURITY.
THE INFORMATION IS NOT A COMPLETE ANALYSIS OF EVERY ASPECT OF ANY MARKET,
COUNTRY, INDUSTRY, SECURITY OR THE FUND. STATEMENTS OF FACT ARE FROM SOURCES
CONSIDERED RELIABLE, BUT THE INVESTMENT MANAGER MAKES NO REPRESENTATION OR
WARRANTY AS TO THEIR COMPLETENESS OR ACCURACY. ALTHOUGH HISTORICAL PERFORMANCE
IS NO GUARANTEE OF FUTURE RESULTS, THESE INSIGHTS MAY HELP YOU UNDERSTAND OUR
INVESTMENT MANAGEMENT PHILOSOPHY.
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Performance Summary as of 2/28/07

Your dividend income will vary depending on dividends or interest paid by
securities in the Fund's portfolio, adjusted for operating expenses. Capital
gain distributions are net profits realized from the sale of portfolio
securities. Total return reflects reinvestment of the Fund's dividends and
capital gain distributions, if any, and any unrealized gains or losses. Total
returns do not reflect any sales charges paid at inception or brokerage
commissions paid on secondary market purchases. The performance table does not
reflect any taxes that a shareholder would pay on Fund dividends, capital gain
distributions, if any, or realized gains on the sale of Fund shares.

PRICE AND DISTRIBUTION INFORMATION

SYMBOL: TEI CHANGE 2/28/07 8/31/06

Net Asset Value (NAV) +$ 0.45 $ 15.08 S 14.63
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Market Price (NYSE) +$ 0.96 $ 14.45 $ 13.49

DISTRIBUTIONS (9/1/06-2/28/07)

Based on change in NAV 2 +7.42% +11.12% +84.57% +173.49%
Based on change in market price 3 +12.05% +11.75% +87.20% +198.51%

Based on change in NAV 2 +7.42% +11.12% +13.04% +10.59%
Based on change in market price 3 +12.05% +11.75% +13.36% +11.56%

PERFORMANCE DATA REPRESENT PAST PERFORMANCE, WHICH DOES NOT GUARANTEE FUTURE
RESULTS. INVESTMENT RETURN AND PRINCIPAL VALUE WILL FLUCTUATE, AND YOU MAY HAVE
A GAIN OR LOSS WHEN YOU SELL YOUR SHARES. CURRENT PERFORMANCE MAY DIFFER FROM
FIGURES SHOWN.

ENDNOTES

SPECIAL RISKS ARE ASSOCIATED WITH FOREIGN INVESTING, INCLUDING CURRENCY
VOLATILITY, ECONOMIC INSTABILITY AND POLITICAL DEVELOPMENTS OF COUNTRIES WHERE
THE FUND INVESTS. EMERGING MARKETS INVOLVE HEIGHTENED RISKS RELATED TO THE SAME
FACTORS, IN ADDITION TO THOSE ASSOCIATED WITH THEIR RELATIVELY SMALL SIZE AND
LESSER LIQUIDITY. ALSO, AS A NONDIVERSIFIED INVESTMENT COMPANY, THE FUND MAY
INVEST IN A RELATIVELY SMALL NUMBER OF ISSUERS AND, AS A RESULT, BE SUBJECT TO
GREATER RISK OF LOSS WITH RESPECT TO ITS PORTFOLIO SECURITIES.

1. Total return calculations represent the cumulative and average annual
changes in value of an investment over the periods indicated. Six-month
return has not been annualized.

2. Assumes reinvestment of distributions based on net asset value.

3. Assumes reinvestment of distributions based on the dividend reinvestment

and cash purchase plan.
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Important Notice to Shareholders
SHARE REPURCHASE PROGRAM

The Fund's Board previously authorized management to implement an open-market
share repurchase program pursuant to which the Fund may purchase Fund shares,
from time to time, in open-market transactions, at the discretion of management.
This authorization remains in effect.
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Templeton Emerging Markets Income Fund

FINANCIAL HIGHLIGHTS

SIX MONTHS ENDED

FEBRUARY 28, 2007 YEAR
(UNAUDITED) 2006 2005
PER SHARE OPERATING PERFORMANCE
(for a share outstanding throughout the period)
Net asset value, beginning of period ............... $ 14.63 $ 13.75 $ 13.23
Income from imvestment operations:
Net investment income a ...........c.0.iiiiiiiinn.n 0.49 0.89 0.82
Net realized and unrealized gains (losses) ........ 0.58 0.90 0.70
Total from investment operations ................... ________Ijg;___________IT;;_________IT;;___
Less distributions from net investment income ...... _______;gjg;;_________;BT;I;_______ZITBB;__
Net asset value, end of period «....................  § 15.08 $ 14.63  § 13.75
Market value, end of period b .....ee..iiiii...... S 14.45  § 13.45  § 13.32
Total return (based on market value per share) c ... 12.05% 8.71% 11.74%
RATIOS/SUPPLEMENTAL DATA
Net assets, end of period (000's) ... ennnnnn. $713,698 $692,469 $650,806
Ratios to average net assets:
BB S S &t ittt ettt et et ettt e e 1.19% d,e 1.22% e 1.21% €
Net investment income ............. ... i 6.63% d 6.29% 5.97%
Portfolio turnover rate ......... ..., 16.93% 23.68% 53.16%
a Based on average daily shares outstanding.
b Based on the last sale on the New York Stock Exchange.
c Total return is not annualized for periods less than one year.
d Annualized.
e Benefit of expense reduction rounds to less than 0.01%.

10
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Templeton Emerging Markets Income Fund

STATEMENT OF INVESTMENTS, FEBRUARY 28, 2007 (UNAUDITED)

LONG TERM INVESTMENTS 85.5%
BONDS 84.1%
ARGENTINA 10.2%
b,c Government of Argentina, FRN, 5.475%, 8/03/12 ..ttt nteeenenenennnennn 102,145,

BOSNIA AND HERZEGOVINA 1.8%
b Government of Bosnia & Herzegovina, FRN, 3.50%, 12/11/17 ... iiinnnnnnn. 11,020,

BRAZIL 19.3%
Government of Brazil,

A A TG 10 R T 1,275,
B.00%, L/ L5/ 08 ittt i et e e e e e e e e e e e e e e e 61,615,
b FRN, 11.1138%, 6/29/00 ittt ittt ittt ettt et et e e teaeaeeeeaneeannns 2,900,
Nota Do Tesouro Nacional,
0. T762%, L/0L/ L it et e e e e e e e e e e e e e e e e e e e e 77,
0.T762%, L/0L/ LA it e e e e e e e e e e e e 20,
10,008, 1/0L/ L7 ettt et e e e e e e e e e e e e e e e e e e e e e e e 35,
e Index Linked, 6.00%, L1/15/00 ...ttt ittt ittt ettt aeeeeaeeeaenannan 5,
e Index Linked, 6.00%, 5/15/ 10 ittt ittt ettt e e e e e 5,

COLOMBIA 1.3%
Government of Colombia,

12.00%, 10/22/015 ittt e e e e e e e 5,296,000,
11.75%, 2/25/20 it e e e e 4,255,

EL SALVADOR 0.4%
f Government of E1 Salvador, 144A, 7.65%, 6/15/35 ittt ieneinnnnnns 2,650,

FIJI 0.2%
Republic of Fiji, 6.875%, 9/L13/1L ittt ittt ittt ittt 1,460,

INDONESIA 13.2%
Government of Indonesia,

14.25%, 6/15/ 08 it e e e e e e 209,282,000,
14.275%, 12/ 05/ 13 @ittt e e e e e e e e 166,215,000,

11
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11,008, 10/15/ L4 @ittt it e e e e e e e e e e e e e e e e 120,832,000,
I Y S o T 9,450,000,
O T 0t 26,870,000,
O OO A 0t 18,800,000,
11 508, 9/015/ 00 ittt it e e e e e e e e e e e e e e e e 40,000,000,
11008, 11/15/20 1ttt ittt e e e e e et e e e e e e e et e e 132,050,000,
12,008, 6/15/ 22 ittt i e e e e e e e e e e e e e e e e e 2,000,000,
12,008, 9/015/ 26 ittt it e e e e e e e e e e e e e e e e e 7,850,000,
g Reg S, 7.50%, 1/15/16 ittt ittt et e e e e e e e e e et e 3,300,
TIRAQ 4.6%
f Government of Iraq, 144A, 5.80%, 1/15/28 ittt it ieeeinnnnnns 50,575,
10 | Semiannual Report

Templeton Emerging Markets Income Fund

STATEMENT OF INVESTMENTS, FEBRUARY 28, 2007 (UNAUDITED) (CONTINUED)

LONG TERM INVESTMENTS (CONTINUED)
BONDS (CONTINUED)

MEXICO 4.2%

Government of Mexico,

8.00%, 12/17/ 05 ittt e e e e e e e 1,775,
10.00%, 12/05/24 it e e e e e e e 1,315,

PANAMA 1.0%
Government of Panama, 6.70%, 1/26/ 36 it un e ee e ettt ettt 6,639,

PERU 5.1%
Government of Peru,

0. 8T75%, 2/06/ L5 it e e e e e e e e e e e e e e e 4,255,

o358, T/ 2L 2D it e e e e e e e e e e e e et e 10,520,

ST o L R 2t 1 T 12,550,
f Peru Enhanced Pass-Through Finance Ltd., senior secured bond, A-1,

N 4,764,

PHILIPPINES 4.7%
Government of the Philippines,

9.008%, 2/ 15/ 13 ittt e e e e e 21,460,
B.875%, 3/ 17/ L5 it e e e e e 2,100,

12
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g Reg S, 8.75%, L10/07/16 ittt it et et e e e e 5,450,

POLAND 2.5%
Government of Poland,

B.50%, 5/12/ 0T it e e e e e 33,300,
6.25%, 10/ 24/ 10 ot e e e e 15,380,
5. 758, 9/ 23 22 i e e e e 2,000,

RUSSIA 8.6%

g Aries Vermogen, Reg S, 9.60%, 10/25/ 14 .. ittt ettt teteeenaeannns 24,000,
Government of Russia,

g Reg S, 11.00%, /24718 ittt ittt ettt ettt et e ettt e e e e e e e 12,670,

g Reg S, 12.75%, 6/24/ 28 ittt ettt e e e e e e e e e e e e 6,566,

SOUTH KOREA 1.5%
Korea Treasury Note,

o B 2 0 3,965,000,
B 0 0 6,476,680,
Semiannual Report | 11

Templeton Emerging Markets Income Fund

STATEMENT OF INVESTMENTS, FEBRUARY 28, 2007 (UNAUDITED) (CONTINUED)

LONG TERM INVESTMENTS (CONTINUED)
BONDS (CONTINUED)

THAILAND 1.8%

Bank of Thailand Bond,

30258, 5719/ 0T et e e e e e e e e e e e e e e e e e e 17,165,
5 008, L/12/ 08 ittt e e e e e e e e e e e e e et 31,460,
5. 00%, 8/L0/ 08 ittt e e e e e e e e e e e e et e 51,970,
Government of Thailand,
LT CY 0L B B 0 26,220,
4. L1258, 2/ 12/ 08 it i e e e e e e e e e e ettt e e e e 98,000,
8.50%, 12/08/08 ittt ittt e e e e e e e e e e e e e 11,000,
4.80%, 4709/ L0 i it e e e e e e e e e e e e e e 212,000,

13
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UKRAINE 3.6%

b, f Government of the Ukraine, 144A, FRN, 8.775%, 8/05/09 ... eenennnnn. 11,660,
f Government of the Ukraine, 1444, 7.65%, 6/11/13 .. ineeeeeeenenennnn 11,948,

VIETNAM 0.1%
b Government of Vietnam, FRN, 6.25%, 3/12/16 . iiiiiunneeeeeennnnnns 902,

TOTAL BONDS (COST 85551, 996,437 ) ittt u ettt ettt ettt ettt eeeeeeeeeeannn
WARRANTS (COST $7,140,043) 1.4%
ARGENTINA 1.4%
i Government of Argentina, Wts, 12/15/35 ittt e e e e 75,000,
TOTAL LONG TERM INVESTMENTS (COST S$559,136,480) v it tiimuneeeeeneeeneennnnn
SHORT TERM INVESTMENTS 11.8%
FOREIGN GOVERNMENT SECURITIES 3.8%
EGYPT 1.6%

j Egypt Certificate of Deposit, 9/12/07 it ittt ettt ettt teeeeeeeeannn 2,000,
j Egypt Treasury Bills, 6/26/07 = 1/08/08 ...ttt ittt ittt nnennn 68,825,

THAILAND 2.2%
j Thailand Treasury Bills, 10/04/07 — 1/10/08 ittt ittt teeeenenennnnn 570,990,
TOTAL FOREIGN GOVERNMENT SECURITIES (COST $26,861,357) vt tneeeeeennnnn

TOTAL INVESTMENTS BEFORE MONEY MARKET FUND (COST $585,997,837) ......cvin...

12 | Semiannual Report

Templeton Emerging Markets Income Fund

STATEMENT OF INVESTMENTS, FEBRUARY 28, 2007 (UNAUDITED) (CONTINUED)

SHARE
MONEY MARKET FUND (COST $57,231,488) 8.0%
UNITED STATES 8.0%
k Franklin Institutional Fiduciary Trust Money Market Portfolio, 4.98% ....... 57,231,

TOTAL INVESTMENTS (COST $643,229,325) 97 .38 ittt ittt ittt ietiieienenn
NET UNREALIZED GAIN ON FORWARD EXCHANGE CONTRACTS 0.1%
OTHER ASSETS, LESS LIABILITIES 2.6% ittt titutnnnneeeeeeeennnnneeeeeenennnnas

NET ASSETS 100.0% vttt ittt ittt it ittt ettt ettt et it i
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CURRENCY ABBREVIATIONS

BRL
COP
EGP
EUR
IDR
KRW
MXN
PEN
PLN
THB

Brazilian Real
Colombian Peso
Egyptian Pound
Euro

Indonesian Rupiah
South Korean Won
Mexican Peso
Peruvian Nuevo Sol
Polish Zloty
Thailand Baht

SELECTED PORTFOLIO ABBREVIATION

FRN - Floating Rate Note

a

b

The principal amount is stated in U.S. dollars unless otherwise indicated.
The coupon rate shown represents the rate at period end.

The principal amount is stated in original face, and scheduled paydowns
are reflected in the market price on ex-date.

Principal is stated in 100 Real units.
Redemption price at maturity is adjusted for inflation. See Note 1l(e).

Security was purchased pursuant to Rule 144A under the Securities Act of
1933 and may be sold in transactions exempt from registration only to
qualified institutional buyers or in a public offering registered under
the Securities Act of 1933. These securities have been deemed liquid under
guidelines approved by the Fund's Board of Trustees. At February 28, 2007
the aggregate value of these securities was $64,626,425, representing
9.06% of net assets.

Security was purchased pursuant to Regulation S under the Securities Act
of 1933, which exempts from registration securities offered and sold
outside of the United States. Such a security cannot be sold in the United
States without either an effective registration statement filed pursuant
to the Securities Act of 1933, or pursuant to an exemption from
registration. These securities have been deemed liquid under guidelines
approved by the Fund's Board of Trustees. At February 28, 2007, the
aggregate value of these securities was $71,167,332, representing 9.97% of
net assets.

Principal is stated in 100 Peso units.

Warrants are linked to Argentine Republic Gross Domestic Product (GDP) and
do not pay principal over life of security or at expiration. Warrants
entitle the holder to receive only variable income payments, subject to
certain conditions, which are based on growth of Argentine GDP and the
principal or "notional" value of these GDP linked warrants.

The security 1is traded on a discount basis with no stated coupon rate.
See Note 10 regarding investments in the Franklin Institutional Fiduciary

Trust Money Market Portfolio. The rate shown is the annualized seven-day
yield at period end.
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Templeton Emerging Markets Income Fund
FINANCIAL STATEMENTS

STATEMENT OF ASSETS AND LIABILITIES
February 28, 2007 (unaudited)

Assets:
Investments in securities:
Cost — Unaffiliated 1SSUETS ittt ittt it tteteeeeneeneeanns $ 585,997,837
Cost - Sweep Money Fund (Note 10) ...t eennnnns 57,231,488
Total cost of investments ...... ..ttt teeennennn $ 643,229,325
Value - Unaffiliated 1SSUETS it ii ittt ittt teeeneennnens $ 637,422,011
Value - Sweep Money Fund (Note 10) ...ttt eennnn 57,231,488
Total value of investments ... ..ttt ittt tieeneennenns 694,653,499
(7= o 9,891,338
Foreign currency, at value (cost $422,812) ......ceeueeenenn. 373,836
Receivables:
Dividends and interest ... ..ttt ittt ittt 9,388,238
Unrealized gain on forward exchange contracts (Note 7) .... 539,864
Total ASSEE S vttt ittt ittt et et e e e e e e e 714,846,775
Liabilities:
Payables:
2N e A = Y 534,447
Accrued expenses and other liabilities .................... 614,116
Total liabilities .. iiiiin ittt ittt ieeeeeeeennn 1,148,563
Net assets, at Value ... iiiineeteeneeeneennnnn $ 713,698,212

Net assets consist of:

Pald-1in capital ...ttt it e e e e e e e e e e e e $ 662,750,400
Distributions in excess of net investment income .......... (328,149)
Net unrealized appreciation (depreciation) ................ 52,190,249
Accumulated net realized gain (lOSS) e eii it iineeneeeeennn (914,288)
Net assets, at Value ... iiiineeteeneeeneennnnn $ 713,698,212
Shares outstanding ... ..ttt ittt et eeee e eeaeeens 47,338,848
Net asset value per share ... ...ttt teeeeeeeeeenns $ 15.08
14 | The accompanying notes are an integral part of these financial statements.
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FINANCIAL STATEMENTS (CONTINUED)

STATEMENT OF OPERATIONS
for the six months ended February 28, 2007 (unaudited)

Investment income:
Dividends

Unaffiliated 18SUETS ittt ittt ittt ettt ettt e aeeeeeeeeeaaeeaaneens
Sweep Money Fund (NOte 10) ..ttt iiii ittt ittt eeeeeeeeeeenneeeens
Interest (net of foreign taxes 0f $901,132) ittt eeeeennneeenn