Franklin Focused Core Equity Fund—Class A
Product Profile

FUND CHARACTERISTICS
(AS OF 12/31/15)
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
201 million
Classes
Number of Issuers
35
Maximum Initial Sales Charge
5.75%

Fourth Quarter 2015

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 December 31, 2015 (%)
3 Mths*
-4.18
1.65
7.04

With Sales Charge
Without Sales Charge
S&P 500 Index

YTD*
-8.37
-2.79
1.38

1 Yr
-8.37
-2.79
1.38

3 Yrs
13.36
15.63
15.14

5 Yrs
9.12
10.41
12.57

Since Incept
(12/13/07)
5.34
6.12
6.31

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 12/31/15)
Top Ten Holdings
Issuer Name

Industry

% of Total

2. MICROSOFT CORP

Pharmaceuticals, Biotechnology & Life
Sciences
Software & Services

3. HARTFORD FINANCIAL SERVICES GROUP INC

Insurance

4.39

4. EQUINIX INC

Real Estate

4.11

5. TOWERS WATSON & CO

Commercial & Professional Services

3.84

6. CHARLES SCHWAB CORP

Diversified Financials

3.74

7. ADOBE SYSTEMS INC

Software & Services

3.58

8. ALPHABET INC

Software & Services

3.56

9. QUALCOMM INC

Technology Hardware & Equipment

3.48

10. TWENTY-FIRST CENTURY FOX INC

Media

1. ALLERGAN PLC

7.22
5.04

3.25

Total

42.20

Sector Weightings vs. Benchmark (% of Equity)

Sector Overweight/Underweight (% of Equity)

29.04

Financials

22.17
20.69

Information Technology

9.44

Consumer Discretionary

12.89

Health Care

1.33

Industrials

0.22

Consumer Discretionary

-3.46

Energy

0.19

Consumer Staples

-7.01

Materials

0.09

Utilities

-2.99

Telecommunication Services

-2.43

6.69
6.50

Energy
3.05

Consumer Staples

10.06
2.86
2.76

Materials

Telecommunication Services

1.48

10.27
10.05

Industrials

0.00
2.99
0.00

0%

2.43

6%

12%

18%

24%

12.57

Information Technology

16.49
15.16

Health Care

Utilities

Financials

16.47

30%

-10%

0%

10%

20%

Franklin Focused Core Equity Fund
S&P 500 Index

Largest Sector Contributors
vs. S&P 500 Index

Portfolio Allocation

%

Equity
Cash & Cash Equivalents

98.42
1.58

Sector
Financials
Information Technology
Utilities
Telecommunication Services
Consumer Staples

Smallest Sector Contributors
vs. S&P 500 Index
Total Effect (%)
0.34
0.30
0.16
-0.03
-0.17

Sector
Health Care
Consumer Discretionary
Energy
Cash & Other Net Assets
Materials

Total Effect (%)
-3.24
-1.11
-0.46
-0.41
-0.29

Contributor data shown is for the period 10/1/15 to 12/31/15.

For information related to the “Portfolio Diversification” section, please see Explanatory Notes.
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PORTFOLIO CHARACTERISTICS (AS OF 12/31/15)—Fund vs. S&P 500 Index
Price to Earnings

Fund

Benchmark

Weighted Average

20.45x

Median

21.76x
Fund

Benchmark

Weighted Average

11.28x

10.37x

Median

13.95x

12.33x

Price to Cash Flow

Price to Book Value

Fund

Benchmark

20.57x

Weighted Average

2.34x

2.75x

19.01x

Median

2.42x

2.84x

Market Capitalization (Millions USD)

Fund

Benchmark

Weighted Average

91,331

139,598

Median

34,717

17,536

PERFORMANCE RISK STATISTICS - Class A
Modern Portfolio Theory (MPT) Statistics
(As of 12/31/15)
Performance Risk Statistics

3 Years

5 Years

Standard Deviation

12.10

14.70

Alpha

-0.30

-3.53

Beta

1.06

1.16

Sharpe Ratio

1.29

0.71

Information Ratio

0.11

-0.35

Tracking Error
R-Squared

4.77

6.10

84.77

84.45

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

US equity markets closed 2015's fourth quarter
with solid gains as October's rally was followed by
muted gains in November and a bumpy
December. They appeared to lose upward
momentum as investor concerns mounted over
ongoing US dollar strength and softness in some
US and Chinese economic indicators, as well as
fears of possible contagion from a bout of credit
market volatility. Among the supportive factors for
equities were elevated merger-and-acquisition
(M&A) activity, stock buybacks and corporate
restructurings. Central bank actions influenced the
quarter's final month as a smaller-than-expected
expansion of the European Central Bank's
stimulus program was followed by the US Federal
Reserve's first interest-rate hike in nearly a
decade. All 10 major US equity sectors advanced
for the quarter, with materials, health care and
information technology leading the group, while
energy and utilities notched the smallest gains.
The average returns for large-capitalization stocks
more than doubled those of the small- and
mid-cap groups. By investment style, growth
stocks collectively outperformed their
value-oriented counterparts regardless of
company size. Around the globe, the US equity
market's returns topped many of the world's
developed markets, and nearly all emerging and
frontier markets.

Performance Review

US consumer spending returned to levels not seen
since before the recession, aided by robust vehicle
and housing sales. Home-price appreciation and
construction followed a similar upward path to
multi-year highs. The labor market grew tighter,
though wage growth was limited. US consumer
buying power also remained largely intact amid
muted inflation and low energy costs. Consumer
sentiment remained elevated relative to historical
levels but pulled back from September 2015 highs.
US manufacturing activity slumped into a shallow
contraction due to declines in oil production and
output of energy capital goods, as well as a strong
US dollar, while ongoing expansion in the services
sector decelerated somewhat toward year-end.

Fourth Quarter 2015

The fund underperformed its benchmark index in the fourth quarter of 2015. Most sectors detracted from
relative returns, particularly health care and consumer discretionary. In contrast, investments in the
financials and information technology sectors helped relative performance.
The fund detractor with the largest negative impact in the fourth quarter was Valeant Pharmaceuticals,
which faced questions about accounting practices and how the company prices and markets its drugs.
Shares of Valeant fell sharply on the controversy, which also led to overall declines in the health care sector.
Another fund detractor in the sector was drugmaker Sanofi, which issued a downbeat growth forecast as it
faces headwinds for sales of its key diabetes treatments. A position in Aetna further pressured the fund's
returns as the insurer acknowledged it is facing challenges with its participation in health care exchanges.
Conversely, merger news lifted shares of Allergan, which received an acquisition offer from a competitor.
Media companies Altice and Twenty-First Century Fox dampened the fund's relative performance in the
consumer discretionary sector. In the energy sector, stocks continued to fall along with the price of oil, which
negatively impacted our position in Anadarko Petroleum. In the industrials sector, weak rail volumes
hindered railroad company Genesee & Wyoming and dampened the fund's returns. Conversely, global
professional services company Towers Watson and security monitoring company ADT benefited industrials
sector performance. Strong revenue growth in its fiscal first-quarter 2016 lifted shares of Towers Watson,
while a fourth-quarter earnings report that surpassed analyst expectations helped advance shares of ADT.
In terms of contributors, shares of Microsoft rose in the wake of better-than-expected fiscal first-quarter 2016
results and an outlook that confirmed previous forecasts. Strong revenue growth and usage in its cloud
computing platform were key drivers of these results. Other information technology sector contributors
included Adobe Systems and Alphabet. In contrast, bleak forward guidance from semiconductor designer
QUALCOMM sent its shares tumbling and undermined the fund's relative returns in the information
technology sector.
In the financials sector, data center provider Equinix reported another quarter of revenue growth as it
benefits from the enterprise trend toward hybrid cloud and multi-cloud infrastructure. Fee cutting and
increased client assets boosted shares of discount broker Charles Schwab, which helped fund results.
Another contributor was investment management firm BlackRock, which reported third-quarter financial
results that handily beat consensus expectations after the company generated outsized performance fees
and strong annualized organic revenue growth. Conversely, insurer Hartford Financial Services Group
hindered relative returns in the financials 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 December 31, 2015, there were 36 securities in the
portfolio. In the fourth quarter of 2015, fund weightings increased in the information technology and
financials sectors compared to the prior quarter. Weightings remained relatively stable in the remaining
sectors in the portfolio. The fund's most overweight sector relative to the benchmark index during the quarter
was financials. In contrast, the consumer staples sector was most underweight in relative terms, and the
fund had no exposure to the utilities and telecommunication services sectors.
Outlook & Strategy
As we look ahead, we think the US economic cycle remains intact, buoyed by continued job gains and an
improving wage outlook. We expect 2016 to be another year of moderate but steady economic growth in the
United States, and the drivers of corporate profitability appear to us to be sustainable in the current business
and economic environment.
Against this backdrop, we continue to pursue companies with strong competitive advantages that are
participating in and benefiting from multi-year secular growth trends. Importantly, we are looking for
investments that trade at valuations that do not appear to reflect the growth opportunities we see. Even in a
modest economic growth environment, we believe companies that fit this profile can perform well,
particularly those firms that demonstrate compelling growth characteristics, strong management and high
levels of innovation.
One defining characteristic of recent US and global equity markets that we expect to remain a key feature of
2016 is the discipline exhibited in corporate capital allocation. With profitability measures remaining at
historically elevated levels, corporate decision makers have enjoyed tremendous flexibility to consider a
range of strategic measures, including M&A activity. The Franklin Equity Group's fundamental research has
uncovered two firms within the industrials sector that we think have proven to be excellent acquirers over
time. The strategy of one of these diversified industrial firms is underpinned by buying high gross margin,
market-leading, “asset-light” industrial businesses at attractive prices and generally from private equity
shops. The deals are sized such that they tend to fly under the radar of large strategic buyers but are big
enough to move the needle for the acquiring firm. It keeps the management of the acquisitions in place and
operates them in a decentralized manner, acting as a “coach” to drive their market share and margins

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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PERFORMANCE REVIEW AND CONTRIBUTORS TO PERFORMANCE (CONTINUED)
higher. Another diversified industrial firm we like has also grown through acquisitions, but its strategy is
geared more to adding and integrating businesses into its niche platforms--consisting of very high tech, high
market-share industrial instruments--and expanding an acquired company's margins to the parent's high
average level. This has led to strong margins and free cash flow over time, which has supported share price
performance.
Competitive positioning, growth potential and balance sheet strength are some of the other factors,
alongside the ability to generate rising free cash flow, which we evaluate to form a complete picture of a
company. Based on these factors, a wide range of companies within the consumer discretionary sector look
attractive to us. One such firm is a global entertainment and media enterprise with operations in media
networks, studio entertainment, theme parks and resorts, consumer products and interactive media. Its
ability to produce popular content and strong intellectual property, as well as focus on driving that content
through each of its divisions to maximize earnings and returns, means that its competitors face high barriers
to replicate the company's business model. For example, it has acquired a number of leading studios over
the years, which it has then nurtured to produce high-quality films that have built strong brand franchises.
These franchises can be monetized across the enterprise's consumer products, television and theme park
segments. The company's strategy has allowed it to grow faster than most of its media peers, and we
believe it can continue to do so over a multi-year period given its strong content cycle planned for the next
few years and its management's history of solid execution.
Elsewhere in the consumer discretionary sector, another firm that we like has been benefiting from
difficult-to-replicate competitive advantages, as well as its status as an early innovator in its industry. This
education technology company offers software and services to help premier universities launch and run
online degrees to complement longstanding campus-based programs. For over a decade, low-quality
for-profit education providers were the marginal suppliers to the capacity-constrained higher education
market as expansion at traditional schools required substantial capital. Premium universities have begun
adding capacity in a capital efficient manner by launching online programs using this company's
best-of-breed software and services. As traditional higher education institutions attempt to retake market
share from for-profit institutions, we believe this trend can provide a sizable growth runway for the company.
Overall, with a generally healthy economic backdrop, a robust opportunity set and a focus on the long term,
we remain constructive on the prospects for active equity management across a wide range of sectors as
we enter 2016.

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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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 12/31/15)
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.

6 of 7

Franklin Focused Core Equity Fund—Class A

Fourth Quarter 2015

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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