Franklin Focused Core Equity Fund—Class A
Product Profile

FUND CHARACTERISTICS
(AS OF 3/31/16)
NASDAQ Symbol
FCEQX
Fund Inception Date
12/13/07
Dividends
Annually in December
Investment Style
Blend
Benchmark
S&P 500 Index
Lipper Classification
Multi-Cap Core Funds
Morningstar Category™
Large Blend
Total Net Assets—All Share
179 million
Classes
Number of Issuers
34
Maximum Initial Sales Charge
5.75%

First Quarter 2016

FUND DESCRIPTION

The fund seeks capital appreciation and will generally seek to maintain a portfolio consisting of securities of
approximately 20 to 50 companies.

PERFORMANCE DATA
Average Annual Total Returns for Periods Ended March 31, 2016 (%)
3 Mths*
-9.27
-3.74
1.35

With Sales Charge
Without Sales Charge
S&P 500 Index

YTD*
-9.27
-3.74
1.35

1 Yr
-15.76
-10.64
1.78

3 Yrs
8.33
10.51
11.82

5 Yrs
7.22
8.48
11.57

Since Incept
(12/13/07)
4.70
5.45
6.28

Total Annual Operating Expenses—With Waiver:1.25% Without Waiver:1.50%
Performance data represents past performance, which does not guarantee future results. Current performance may
differ from figures shown. The fund's investment return and principal value will change with market conditions, and you
may have a gain or a loss when you sell your shares. Please call Franklin Templeton Investments at (800) DIAL
BEN/(800) 342-5236 or visit franklintempleton.com for the most recent month-end performance.
The fund has an expense reduction contractually guaranteed through at least August 31, 2016. The fund may also have a fee waiver
associated with any investments it makes in a Franklin Templeton money fund, an arrangement that is contractually guaranteed
through at least its current fiscal year-end. Fund investment results reflect the expense reduction and fee waiver, as applicable;
without these reductions, the results would have been lower.
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If the Fund's sales charge had been included, the returns would have been lower.

*Cumulative Total Returns.
For information related to the “Fund Characteristics” and “Performance Data” sections, please see Explanatory Notes.
Not FDIC Insured | May Lose Value | No Bank Guarantee
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PORTFOLIO DIVERSIFICATION (AS OF 3/31/16)
Top Ten Holdings
Issuer Name

Industry

% of Total

2. MICROSOFT CORP

Pharmaceuticals, Biotechnology & Life
Sciences
Software & Services

5.58

3. EQUINIX INC

Real Estate

4.60

4. HARTFORD FINANCIAL SERVICES GROUP INC

Insurance

4.52

5. WILLIS TOWERS WATSON PLC

Insurance

4.00

6. ALPHABET INC

Software & Services

3.94

7. CHARLES SCHWAB CORP

Diversified Financials

3.59

8. TWENTY-FIRST CENTURY FOX INC

Media

3.50

9. QUALCOMM INC

Semiconductors & Semiconductor Equipment

3.49

10. ADOBE SYSTEMS INC

Software & Services

1. ALLERGAN PLC

6.37

3.47

Total

43.07

Sector Weightings vs. Benchmark (% of Equity)

33.69

Financials

22.49
20.83

10.58
12.90

Consumer Discretionary

0.60

Consumer Discretionary

-2.32

Energy

5.34

Industrials

3.33
10.40

-4.79

Consumer Staples

-7.07

Materials

-0.89

Utilities

-3.45

Telecommunication Services

-2.79

1.94
2.83

Materials

0.00
3.45
0.00

0%

2.79

8%

16%

24%

32%

1.00

Industrials

10.13

Consumer Staples

1.66

Health Care

7.76
6.76

Energy

18.06

Information Technology

14.88
14.28

Health Care

Telecommunication Services

Financials

15.63

Information Technology

Utilities

Sector Overweight/Underweight (% of Equity)

40%

-10%
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20%

Franklin Focused Core Equity Fund
S&P 500 Index

Largest Sector Contributors
vs. S&P 500 Index

Portfolio Allocation

%

Equity
Cash & Cash Equivalents

98.14
1.86

Sector
Industrials
Consumer Discretionary
Energy
Cash & Other Net Assets
Information Technology

Smallest Sector Contributors
vs. S&P 500 Index
Total Effect (%)
1.09
0.18
0.18
-0.08
-0.20

Sector
Health Care
Financials
Materials
Utilities
Telecommunication Services

Total Effect (%)
-2.35
-2.14
-0.43
-0.42
-0.37

Contributor data shown is for the period 1/1/16 to 3/31/16.

For information related to the “Portfolio Diversification” section, please see Explanatory Notes.
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PORTFOLIO CHARACTERISTICS (AS OF 3/31/16)—Fund vs. S&P 500 Index
Price to Earnings

Fund

Benchmark

Weighted Average

22.25x

Median

23.88x
Fund

Benchmark

Weighted Average

11.28x

10.68x

Median

13.31x

12.45x

Price to Cash Flow

Price to Book Value

Fund

Benchmark

21.73x

Weighted Average

2.43x

2.79x

19.31x

Median

2.53x

2.92x

Market Capitalization (Millions USD)

Fund

Benchmark

Weighted Average

92,639

139,955

Median

23,898

18,341

PERFORMANCE RISK STATISTICS - Class A
Modern Portfolio Theory (MPT) Statistics
(As of 3/31/16)
Performance Risk Statistics

3 Years

5 Years

Standard Deviation

13.13

15.37

Alpha

-1.92

-4.28

Beta

1.08

1.17

Sharpe Ratio
Information Ratio
Tracking Error
R-Squared

0.80

0.55

-0.26

-0.49

5.11

6.27

85.37

85.15

Performance data represents past performance, which does not guarantee future
results. Current performance may differ from figures shown. The fund's investment
return and principal value will change with market conditions, and you may have a
gain or a loss when you sell your shares. Please call Franklin Templeton Investments
at (800) DIAL BEN/(800) 342-5236 or visit franklintempleton.com for the most recent
month-end performance.
GLOSSARY
Alpha: Alpha measures the difference between a fund's actual returns and its expected returns given its risk level as measured by its beta. A positive alpha figure indicates the fund has performed
better than its beta would predict. In contrast, a negative alpha indicates a fund has underperformed, given the expectations established by the fund's beta. Some investors see alpha as a
measurement of the value added or subtracted by a fund's manager.
Beta: A measure of the magnitude of a portfolio's past share-price fluctuations in relation to the ups and downs of the overall market (or appropriate market index). The market (or index) is assigned a
beta of 1.00, so a portfolio with a beta of 1.20 would have seen its share price rise or fall by 12% when the overall market rose or fell by 10%.
Information Ratio: In investing terminology, the ratio of expected return to risk. Usually, this statistical technique is used to measure a manager's performance against a benchmark. This measure
explicitly relates the degree by which an investment has beaten the benchmark to the consistency by which the investment has beaten the benchmark.
Market Capitalization: A determination of a company's value, calculated by multiplying the total number of company stock shares outstanding by the price per share.
Price to Book Value (P/BV): The price per share of a stock divided by its book value (i.e., net worth) per share. For a portfolio, the ratio is the weighted average price/book ratio of the stocks it holds.
Price to Cash Flow (P/CF): Supplements price/earnings ratio as a measure of relative value; represents a weighted average of the price/cash flow ratios for the underlying fund holdings.
Price to Earnings (P/E): The share price of a stock, divided by its per-share earnings over the past year. P/E is a good indicator of market expectations about a company's prospects; the higher the
P/E, the greater the expectations for a company's future growth in earnings.
R-Squared: A measure of how much of a portfolio's performance can be explained by the returns from the overall market (or a benchmark index). If a portfolio's total return precisely matched that of
the overall market or benchmark, its R-squared would be 100. If a portfolio's return bore no relationship to the market's returns, its R-squared would be 0.
Sharpe Ratio: To calculate a Sharpe ratio, an asset's excess returns (its return in excess of the return generated by risk-free assets such as Treasury bills) are divided by the asset's standard
deviation.
Standard Deviation: A measure of the degree to which a fund's return varies from its previous returns or from the average of all similar funds. The larger the standard deviation, the greater the
likelihood (and risk) that a security's performance will fluctuate from the average return.
Tracking Error: Measure of the deviation of the return of a fund compared to the return of a benchmark over a fixed period of time. Expressed as a percentage. The more passively the investment
fund is managed, the smaller the tracking error.

Alpha, Beta, Information Ratio, R-Squared, and Tracking Error are measured against the S&P 500 Index.
For information related to the “Portfolio Characteristics” section, please see Explanatory Notes.
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MARKET REVIEW

PERFORMANCE REVIEW AND CONTRIBUTORS TO PERFORMANCE

Broad gauges of US equities ended a
tempestuous first quarter of 2016 ahead of where
they began as they rallied out of correction territory
midway through the period. Energy and materials
stocks saw a revival from multi-year lows, while
the telecommunication services, utilities and
consumer staples sectors were the top performers
among the eight groups that advanced. The health
care and financials sectors, however, retreated
over the quarter. Middle-capitalization stocks
enjoyed higher average returns than large caps,
both of which outperformed the small-cap tier's
overall decline. By investment style, investors
indicated a preference for value-oriented equities,
which broadly outperformed their growth
counterparts regardless of company size. Equity
gains in the United States stood in contrast to mild
declines for most developed and frontier markets,
though they lagged robust average returns across
emerging markets.

Performance Review

US equities found investor support despite
concerns about dwindling corporate earnings and
forward guidance, in addition to weak economies
overseas. Global recession fears eased somewhat
as key central banks around the world enacted
stimulus measures. Meanwhile, the US Federal
Reserve kept interest rates unchanged during the
quarter and expected to scale back the pace of its
possible 2016 interest-rate hikes. A weakening
trade-weighted US dollar made American goods
more competitive, while a sharp rebound in crude
oil and metals prices lent further impetus to the
market's upward swing. Equities also benefited
from stable US economic data as the labor market
tightened. Inflationary pressure began building at
the consumer level, although consumers' spending
caution echoed surveys that suggested their high
level of confidence in the US economy had lost
some momentum since late 2015. Activity in the
services sector remained in expansionary territory
during the quarter, and a similar gauge of the
manufacturing sector steadily ascended out of
contraction to join it there in March.

First Quarter 2016

The fund underperformed its benchmark index in the first quarter of 2016. Most sector exposures hampered
fund performance, and stock selection in the health care sector, along with an overweighting and stock
selection in the financials sector, strongly detracted from relative results. In contrast, the fund's relative
performance largely benefited from stock selection in the industrials sector.
Health care stocks fell broadly over the quarter, with pharmaceutical industry shares posting some of the
sector's biggest declines. Notable detractors included Valeant Pharmaceuticals, which faced questions
about accounting practices and how the company prices and markets its drugs, as well as Actavis and
Horizon Pharma.
An overweighting and stock selection in the capital markets industry hurt returns in the financials sector.
Within the industry, shares of LPL Financial Holdings were pressured by weak fourth-quarter financial
results partly due to a drop in revenue and an increase in expenses for the retirement plan consultant.
Additionally, sluggish markets and lower trading activity have weighed on earnings growth for securities
brokerage company Charles Schwab, a situation that we believe should resolve itself as short-term interest
rates eventually rise. In the real estate development and management industry, commercial real estate
company CBRE Group saw its shares decline as investors overlooked strong fourth-quarter results and
concerned themselves instead with how much time is left in the current real estate cycle. Another detractor
in the financials sector was diversified financial services company Citigroup. Contributors in the sector
included data center real estate investment trust Equinix, whose shares appreciated to a 52-week high due
to a recent acquisition. Insurer Hartford Financial Services, which has been benefiting from strong
performance in its commercial property and casualty underwriting business, also helped relative results.
In the industrials sector, security monitoring firm ADT and railroad operator Genesee & Wyoming
contributed to the fund's quarterly returns. ADT announced a definitive agreement to be acquired by a
competitor. In the energy sector, higher oil prices fueled a rally in energy shares, which boosted our position
in Pioneer Natural Resources. Elsewhere, French-based multinational cable company Altice added to
returns in the consumer discretionary sector, and communications infrastructure company Motorola
Solutions contributed to results in the information technology sector.
Portfolio Positioning
The fund seeks long-term capital appreciation by investing primarily in equities of US companies. We
generally strive to maintain a concentrated portfolio of equity securities of large-capitalization companies
across the style spectrum from value to growth, selecting investments we believe represent the most
compelling trade-off between growth potential, valuation and risk. The fund's industry and sector weightings
are a residual of the bottom-up stock selection process, and no industry or sector is excluded.
The fund holds a smaller number of stocks--typically representing 30 to 40 companies--than many other
funds, with a concentration in sectors, securities and industries in which we have the highest levels of
conviction of delivering potential capital gains. As of March 31, 2016, the fund had positions in 35 securities
and a cash position of approximately 2%. During the quarter, the fund's top sector overweighting relative to
the benchmark index was financials, while the fund was most underweight in the consumer staples sector
and had no exposure to the telecommunication services and utilities sectors. Financials, information
technology and health care were the fund's largest sector allocations in the first quarter.
Outlook & Strategy
Although investment news headlines focused on the negative aspects of choppy US equity market
performance in early 2016, we saw the volatility as an opportunity for active investors who have a skilled
research bench and the patience to let markets rebalance. We navigated the recent market volatility by
building on core positions while leveraging the Franklin Equity Group's fundamental research to consider
new ideas. The team's research approach aims to uncover companies with strong competitive advantages
that are participating in and benefiting from multi-year secular growth trends. We continue to see such
growth trends in a wide variety of companies that are utilizing innovation to create compelling investment
opportunities for the long term.
One of the sectors in which our analysts are seeing tremendous advances is health care, with the end result
being faster cures for diseases, more effective treatments and higher standards of patient care. For
example, gene therapy is being used to develop treatments for life-threatening genetic and rare diseases.
Gene therapy is the direct modification of a cell's DNA to treat disease. The idea of gene therapy has
existed since the 1970s, but creating successful treatments has been difficult. The current efforts in gene
therapy are benefiting from several advances, including a better understanding of viral vectors, which are
tools used to deliver genetic material into a patient's cells.
Information technology is another sector in which our team's bottom-up research has found attractive
opportunities, such as in non-traditional technology outsourcing companies and innovative
software-as-a-service providers. We are also seeing the beneficial impact of technology on a broad range of
other companies, including those much closer to consumers' everyday experience. For example, after years
of underinvesting in technology, restaurant companies have recognized the ability of new technologies to
attract customers and improve their in-store operations with the use of tablets as well as online and mobile
ordering for take-out. Tests have shown that tabletop tablets have led to higher average checks, since
guests are more likely to order another item when they do not need to hail down a server, and higher guest
satisfaction, as they can pay and leave at their discretion. We believe automation such as this, where it
improves the guest experience as well as a restaurant's financial results, can provide a long-term growth
runway for operators that invest in this technology as well as companies that develop these technologies.

The above commentary does not provide a complete analysis of every material fact regarding any market, region, industry, security, portfolio or pooled investment vehicle. Portfolio holdings
information, opinions and other market or economic information and data provided are as of the date of the commentary, unless another date is expressly indicated, and may change without notice.
Statements of fact cited by the manager have been obtained from sources considered reliable but no representation is made as to their completeness or accuracy. The manager’s assessment of a
particular industry, region, security, sector or investment is intended solely to provide insight into the manager’s investment process and is not a recommendation to buy or sell any security, nor
investment advice. References to particular securities or sectors are only for the limited purpose of illustrating general market or economic conditions and are not recommendations to buy or sell a
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security. Although historical data is no guarantee of future results, these insights may help you understand our investment management philosophy.
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PERFORMANCE REVIEW AND CONTRIBUTORS TO PERFORMANCE (CONTINUED)
Looking forward, our ongoing ability to uncover companies like these examples in the health care and
information technology sectors leaves us confident in the potential benefits of active management and
fundamental research as a counter to market uncertainty.

The above commentary does not provide a complete analysis of every material fact regarding any market, region, industry, security, portfolio or pooled investment vehicle. Portfolio holdings
information, opinions and other market or economic information and data provided are as of the date of the commentary, unless another date is expressly indicated, and may change without notice.
Statements of fact cited by the manager have been obtained from sources considered reliable but no representation is made as to their completeness or accuracy. The manager’s assessment of a
particular industry, region, security, sector or investment is intended solely to provide insight into the manager’s investment process and is not a recommendation to buy or sell any security, nor
investment advice. References to particular securities or sectors are only for the limited purpose of illustrating general market or economic conditions and are not recommendations to buy or sell a
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security. Although historical data is no guarantee of future results, these insights may help you understand our investment management philosophy.
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INVESTMENT PHILOSOPHY AND PROCESS
Philosophy
Franklin U.S. Core Equity Fund aims to achieve long-term capital appreciation by investing primarily in a core set of quality, financially strong U.S. companies
that we believe have favorable growth potential and sustainable competitive advantages. Central to our investment philosophy is our belief that companies
generating strong free cash flow growth, in conjunction with a high unlevered free cash flow yield, deliver attractive internal rate of return (IRR) profiles. In our
view, combining this investment profile with compelling valuation entry points—at times exploiting a view that differs from the “market consensus” regarding
growth potential or valuation—should lead to outperformance relative to the market benchmark over time. Franklin U.S. Core Equity Fund will typically own
between 20 and 50 holdings. As a concentrated, high active share, benchmark-agnostic approach, the strategy seeks to generate excess return versus the
benchmark over a full market cycle, through fundamental, research driven, opportunistic security selection.

Investment Approach

High Conviction

Opportunistic

Style Agnostic

20–50 Large Cap Holdings

Differentiated View

Growth, Blend, & Value

Bottom-Up

Long Time Horizon

High Active Share

Research-Driven

Time Arbitrage

Benchmark Agnostic

INVESTMENT AND MANAGEMENT TEAM (AS OF 3/31/16)
Franklin Focused Core Equity Fund Management Team
Brent Loder
Chris Anderson

Years with Firm
9
3

Years Experience
16
10

WHAT ARE THE RISKS
All investments involve risks, including possible loss of principal. To the extent the fund focuses on particular countries, regions, industries, sectors or types of
investment from time to time, it may be subject to greater risks of adverse developments in such areas of focus than a fund that invests in a wider variety of
countries, regions, industries, sectors or investments. The fund may have investments in both growth and value stocks, or in stocks with characteristics of both.
Growth stock prices reflect projections of future earnings or revenues, and can, therefore, fall dramatically if the company fails to meet those projections. A value
stock may not increase in price as anticipated by the investment manager if other investors fail to recognize the company’s value and bid up the price, the markets
favor faster-growing companies, or the factors that the investment manager believes will increase the price of the security do not occur. Foreign securities involve
special risks, including currency fluctuations and economic and political uncertainties. These and other risks are described more fully in the fund’s prospectus.
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EXPLANATORY NOTES
FUND CHARACTERISTICS
Number of Issuers: All portfolio holdings are subject to change. Holdings of the same issuer have been combined.
PERFORMANCE DATA
The fund offers other share classes subject to different fees and expenses, which will affect their performance.
Source for Index: FactSet. Indexes are unmanaged, and one cannot invest directly in an index. They do not reflect any fees, expenses or sales charges.
STANDARD & POOR’S®, S&P® and S&P 500® are registered trademarks of Standard & Poor’s Financial Services LLC. Standard & Poor’s does not sponsor, endorse, sell or promote any S&P
index-based product.
PORTFOLIO DIVERSIFICATION
Top Ten Holdings: Holdings of the same issuer have been combined. Information is historical and may not reflect current or future portfolio characteristics. All portfolio holdings are subject to change.
The portfolio manager for the fund reserves the right to withhold release of information with respect to holdings that would otherwise be included. For updated information, call Franklin Templeton
Investments at (800) DIAL BEN/(800) 342-5236 or visit franklintempleton.com.
Sector Weightings/Sector Overweight/Underweight: Weightings as percent of equity (unless otherwise noted). Percentage may not equal 100% due to rounding. Information is historical and may not
reflect current or future portfolio characteristics.
Largest/Smallest Sector Contributors: Total effect represents the opportunity cost of investment decisions in a group relative to overall benchmark.
Source for Index: FactSet. Indexes are unmanaged, and one cannot invest directly in an index. They do not reflect any fees, expenses or sales charges.
PORTFOLIO CHARACTERISTICS
The portfolio characteristics listed are based on the fund's underlying holdings, and do not necessarily reflect the fund's characteristics. Due to data limitations all equity holdings are assumed to be
the primary equity issue (usually the ordinary or common shares) of each security's issuing company. This methodology may cause small differences between the portfolio's reported characteristics
and the portfolio's actual characteristics. In practice, Franklin Templeton's portfolio managers invest in the class or type of security which they believe is most appropriate at the time of purchase. The
market capitalization figures for both the portfolio and the benchmark are at the security level, not aggregated up to the main issuer. All portfolio holdings are subject to change.
Source: FactSet. For the portfolio, the Price to Earnings, Price to Cash Flow, and Price to Book Value calculations for the weighted average use harmonic means. Values less than 0.01 (i.e., negative
values) are excluded and values in excess of 200x are capped at 200x. For the benchmark, no limits are applied to these ratios in keeping with the benchmark's calculation methodology. Market
capitalization statistics are indicated in the base currency for the portfolio presented.

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

Franklin Templeton Distributors, Inc.
One Franklin Parkway
San Mateo, California 94403-1906
(800) DIAL BEN® (800) 342-5236
franklintempleton.com

© 2016 Franklin Templeton Investments. All rights reserved.
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